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CHAPTER ES.
Executive Summary

The Boston Planning & Development Agency (BPDA) retained BBC Research & Consulting (BBC)
to conduct a disparity study to assess whether any barriers exist that make it harder for
minority- and woman-owned businesses to compete for BPDA contracts and procurements.? 2
The BPDA uses race- and gender-neutral measures to encourage the participation of small
businesses, including many minority- and woman-owned business, in its contracts and
procurements. Race- and gender-neutral measures are measures that are designed to encourage
the participation of all businesses, or all small businesses, in an organization’s contracting,
regardless of the race/ethnicity or gender of business owners. In contrast, race- and gender-
conscious measures are measures that are designed to specifically encourage the participation of
minority- and woman-owned businesses in an organization’s contracting (e.g., using minority-
or woman-owned business subcontracting goals on individual contracts). The BPDA does not
currently use any race- or gender-conscious measures.

As part of the study, BBC examined whether there are any disparities between:

m  The percentage of contract and procurement dollars that the BPDA awarded to
minority- and woman-owned businesses between July 1, 2014 and June 30, 2019 (i.e.,
utilization); and

m  The percentage of contract and procurement dollars that minority- and woman-owned
businesses might be expected to receive based on their availability to perform specific
types and sizes of BPDA prime contracts and subcontracts (i.e., availability).

The disparity study also examined other quantitative and qualitative information related to:

m  The legal framework related to the implementation of small business and minority- and
woman-owned business programs;

m  Local marketplace conditions for minority- and woman-owned businesses; and

m  Contracting practices and business programs that the BPDA currently has in place.

The BPDA could use information from the study to help refine the policies and practices it uses

to encourage the participation of minority- and woman-owned businesses in its contracts and
procurements, including setting an overall aspirational goal for the participation of minority-

1 The BPDA is the planning and economic development agency for the City of Boston (the City) but represents a separate legal
entity. The BPDA comprises two agencies that maintain separate functions: the Boston Redevelopment Authority (BRA) and
the Economic Development and Industrial Corporation (EDIC). For additional information about the BPDA’s legal structure,
see Chapter 1.

2 “Woman-owned businesses” refers to non-Hispanic white woman owned businesses. Information and results for minority
woman-owned businesses are included along with their corresponding racial/ethnic groups.
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and woman-owned businesses in BPDA contracting and procurement. BBC summarizes key
information from the 2020 BPDA Disparity Study in five parts:

Analyses in the disparity study;

Availability analysis results;

Utilization analysis results;

Disparity analysis results; and

m U o w p

Program implementation.

A. Analyses in the Disparity Study

Along with measuring disparities between the participation and availability of minority- and
woman-owned businesses for BPDA contracts and procurements, BBC also examined other
information related to the BPDA’s policies and practices:

m  The study team conducted an analysis of federal, state, and local regulations; case law; and
other information to guide the methodology for the disparity study. The analysis included a
review of legal requirements related to minority- and woman-owned business programs
(see Chapter 2 and Appendix B).

m  BBC conducted quantitative analyses of outcomes for minorities and women and the
businesses that they own throughout the relevant geographic market area (RGMA).3 In
addition, the study team collected qualitative information about potential barriers that
minorities and women and the businesses that they own face in the local marketplace
through in-depth interviews, telephone surveys, public meetings, and written testimony
(see Chapter 3, Appendix C, and Appendix D).

m  BBC analyzed the percentage of relevant BPDA contracting dollars that minority- and
woman-owned businesses are available to perform. That analysis was based on telephone
surveys that the study team completed with nearly 800 businesses that work in industries
related to the specific types of construction, construction design, other professional
services, support services, and goods and supplies contracts that the BPDA awards (see
Chapter 5 and Appendix E).

m  BBC analyzed the dollars that minority- and woman-owned businesses were awarded on
relevant construction, construction design, other professional services, support services,
and goods and supplies contracts and procurements that the BPDA awarded during the
study period (see Chapter 4 and 6).

m  BBC examined whether there were any disparities between the participation and
availability of minority- and woman-owned businesses on construction, construction
design, other professional services, support services, and goods and supplies contracts that
the BPDA awarded during the study period (see Chapter 7 and Appendix F).

3 BBC identified the relevant geographic market area for the disparity study as Norfolk, Suffolk, Plymouth, Middlesex, and
Essex counties in Massachusetts.
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m  BBCreviewed the measures that the BPDA uses to encourage the participation of minority-
and woman-owned businesses in its contracting and provided guidance related to
additional program options and potential changes to current contracting practices for the
BPDA'’s consideration (see Chapter 8).

B. Availability Analysis Results

BBC used a custom census approach to analyze the availability of minority- and woman-owned
businesses for BPDA prime contracts and subcontracts, which relied on information from
surveys that the study team conducted with potentially available businesses located in the
RGMA and information about the contracts and procurements that the BPDA awarded during
the study period. That approach allowed BBC to develop a representative, unbiased, and
statistically-valid database of relevant businesses to estimate the availability of minority- and
woman-owned businesses for BPDA work. BBC presents availability analysis results for BPDA
work overall and for different subsets of contracts and procurements.

1. All contracts and procurements. Figure ES-1 presents dollar-weighted availability
estimates by relevant business group for all BPDA contracts and procurements. Overall, the
availability of minority- and woman-owned businesses for BPDA contracts and procurements is
17.4 percent, indicating that minority- and woman-owned businesses might be expected to
receive 17.4 percent of the dollars that the BPDA awards in construction, construction design,
other professional services, support services, and goods and supplies.

Figure ES-1. Busi Availability %
Overall availability estimates by L Rl )

racial/ethnic and gender group o

Non-Hispanic white woman-owned 9.9 %
Note: Asian American-owned 1.2
Numbers rounded to nearest tenth of 1 percent Black American-owned 33
and thus may not sum exactly to totals.
For more detail and results by group, see Figure Hispanic American-owned 2.8
F-2in Appendix F. Native American-owned 0.1

Total minority-owned 75 %

Source:
BBC Research & Consulting availability analysis. Total minority- and woman-owned 17.4 %

2. Contract role. Many minority- and woman-owned businesses are small businesses and thus
often work as subcontractors. Because of that tendency, it is useful to examine availability
estimates separately for BPDA prime contracts and subcontracts. As shown in Figure ES-2, the
availability of minority- and woman-owned businesses considered together is higher for BPDA
subcontracts (21.0%) than for prime contracts (17.2%).
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Figure ES-2.
Availability estimates by

Contract role

contract role Prime
Business group contracts Subcontracts
Note:
Numbers rounded to nearest tenth of 1 percent Non-Hispanic white woman-owned 10.0 % 6.3 %
and thus may not sum exactly to totals.
For more detail, see Figures F-10 and F-11in Asian American-owned 1.2 2.9
Appendix F. Black American-owned 33 5.6
Hispanic American-owned 2.7 6.1
Source: Native American-owned 0.1 0.2
BBC Research & Consulting availability analysis. Total minority-owned 72 % 147 %
Total minority- and woman-owned 17.2 % 21.0 %

3. Industry. BBC examined availability analysis results separately for BPDA construction,
construction design, other professional services, support services, and goods and supplies
contracts and procurements. As shown in Figure ES-3, the availability of minority- and woman-
owned businesses considered together is highest for construction contracts (19.6%) and lowest
for support services contracts (8.4%).

Figure ES-3.
Availability estimates by industry

Industry
Construction Other professional Support Goods and
Business group Construction design services services supplies
Non-Hispanic white woman-owned 11.0 % 9.7 % 133 % 3.8% 6.9 %
Asian American-owned 1.1 2.2 0.5 0.8 0.4
Black American-owned 2.8 7.1 1.1 1.5 2.5
Hispanic American-owned 4.4 0.3 0.1 2.3 1.1
Native American-owned 0.2 0.0 0.2 0.0 0.1
Total minority-owned 8.5 % 9.5 % 20 % 46 % 41 %
Total minority- and woman-owned 19.6 % 19.2 % 15.2 % 8.4 % 10.9 %

Note: Numbers rounded to nearest tenth of 1 percent and thus may not sum exactly to totals.
For more detail and results by group, see Figures F-5 — F-9 in Appendix F.

Source: BBC Research & Consulting availability analysis.

4. Legal entity. The BPDA comprises two agencies—the Boston Redevelopment Authority
(BRA) and the Economic Development and Industrial Corporation (EDIC)—that both do
business as the BPDA but represent distinct legal entities and maintain separate functions.
Figure ES-4 presents availability analysis results for BRA and EDIC contracts and procurements.
As shown in Figure ES-4, the availability of minority- and woman-owned businesses considered
together is higher for BRA contracts (22.4%) than for EDIC contracts (10.9%).
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Figure ES-4.

. . Legal entit
Availability estimates by g y
legal entity Business group BRA EDIC
Note: Non-Hispanic white woman-owned 11.8 % 74 %
Numbers rounded to nearest tenth of 1 percent Asian American-owned 16 0.8
and thus may not sum exactly to totals.

For more detail, see Figures F-15 and F-16 in Black American-owned 5.0 1.0
Appendix F. Hispanic American-owned 3.9 1.5
Native American-owned 0.1 0.2
Source: Total minority-owned 10.6 % 35 %
BBC Research & Consulting availability analysis.
Total minority- and woman-owned 224 % 10.9 %

C. Utilization Analysis Results

BBC measured the participation of minority- and woman-owned businesses in BPDA contracts
and procurements in terms of utilization—the percentage of dollars that those businesses were
awarded on relevant prime contracts and subcontracts during the study period. BBC measured
the participation of minority- and woman-owned businesses in BPDA work regardless of
whether they were certified as such by the City of Boston, the Commonwealth of Massachusetts,
or any other organization.

1. All contracts and procurements. Figure ES-5 presents the percentage of total dollars that
minority- and woman-owned businesses received on relevant construction, construction design,
other professional services, support services, and goods and supplies contracts and
procurements that the BPDA awarded during the study period. As shown in Figure ES-5,
minority- and woman-owned businesses considered together received 23.4 percent of the
contract and procurement dollars that the BPDA awarded during the study period.

Figure ES-5. Susiness oo Ueiation s
Utilization results for BPDA contracts usiness group ilization %

and procurements S

Non-Hispanic white woman-owned 219 %
Note: Asian American-owned 0.3
Numbers rounded to nearest tenth of 1 percent and thus Black American-owned 0.7
may not sum exactly to totals.
For more detail, see Figure F-2 in Appendix F. Hispanic American-owned 0.5

Native American-owned 0.0
Source: Total minority-owned 15%
BBC Research & Consulting utilization analysis. L.

Total minority- and woman-owned 234 %

2. Contract role. Figure ES-6 presents utilization analysis results separately for prime
contracts and subcontracts that the BPDA awarded during the study period. As shown in Figure
ES-6, the participation of minority- and woman-owned businesses considered together was
actually higher in prime contracts (23.8%) that the BPDA awarded during the study period than
in subcontracts (14.4%). That result is largely driven by a small number of relatively large prime
contracts that the BPDA awarded to woman-owned businesses during the study period.
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Figure ES-6.
Utilization analysis results by

Contract role

contract role Prime
Business group contracts  Subcontracts
Note:
Numbers rounded to nearest tenth of 1 percent and Non-Hispanic white woman-owned 222 % 14.2 %
thus may not sum exactly to totals.
For more detail, see Figures F-10 and F-11in Asian American-owned 0.3 0.0
Appendix F. Black American-owned 0.7 0.2
Hispanic American-owned 0.5 0.0
Source: Native American-owned 0.0 0.0
BBC Research & Consulting utilization analysis. Total minority-owned 16 % 02 %
Total minority- and woman-owned 23.8 % 144 %

3. Industry. BBC also examined utilization analysis results separately for the BPDA’s
construction, construction design, other professional services, support services, and goods and
supplies contracts and procurements to determine whether the participation of minority- and
woman-owned businesses in BPDA work differs by industry. As shown in Figure ES-7, the
participation of minority- and woman-owned businesses considered together was highest for
support services contracts (70.2%) and lowest for other professional services contracts (3.8%).

Figure ES-7.
Utilization analysis results by industry

Industry
Construction Other professional  Support Goods and

Business group Construction design services services supplies
Non-Hispanic white woman-owned 212 % 0.0 % 1.0 % 69.4 % 8.7 %
Asian American-owned 0.0 0.0 2.8 0.0 0.0
Black American-owned 0.1 31 0.0 0.6 0.0
Hispanic American-owned 0.2 2.0 0.0 0.2 0.0
Native American-owned 0.0 0.0 0.0 0.0 0.0

Total minority-owned 03 % 51% 28 % 0.8 % 0.0 %

Total minority- and woman-owned 215 % 51% 3.8% 70.2 % 8.7 %

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

For more detail and results by group, see Figures F-5 — F-9 in Appendix F.

Source: BBC Research & Consulting utilization analysis.

4. Legal entity. Figure ES-8 presents utilization analysis results separately for BRA and EDIC
contracts and procurements that were awarded during the study period. As shown in Figure ES-
8, the participation of minority- and woman-owned businesses considered together was higher
for EDIC contracts (53.0%) than for BRA contracts (3.7%).
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Figure ES-8.

AT . Legal entit
Utilization analysis results by _ £ i
|ega| entity Business group BRA EDIC
Note: Non-Hispanic white woman-owned 2.8 % 50.6 %
Numbers rounded to nearest tenth of 1 percent Asian American-owned 0.4 0.3
and thus may not sum exactly to totals.

For more detail, see Figures F-15 and F-16 in Black American-owned 0.3 12
Appendix F. Hispanic American-owned 0.2 0.9
Native American-owned 0.0 0.0
Source: Total minority-owned 0.9 % 2.4 %
BBC Research & Consulting utilization analysis.
Total minority- and woman-owned 3.7 % 53.0 %

D. Disparity Analysis Results

Although information about the participation of minority- and woman-owned businesses in
BPDA contracts and procurements is useful on its own, it is even more useful when it is
compared with the level of participation one might expect based on their availability for that
work. As part of the disparity analysis, BBC compared the participation of minority- and woman-
owned businesses in BPDA prime contracts and subcontracts with the percentage of contract
dollars that those businesses might be expected to receive based on their availability for that
work. BBC calculated disparity indices for each relevant business group and for various contract
sets by dividing percent utilization by percent availability and multiplying by 100. A disparity
index of 100 indicates an exact match between participation and availability for a particular
group for a particular contract set (referred to as parity). A disparity index of less than 100
indicates a disparity between participation and availability. A disparity index of less than 80
indicates a substantial disparity between participation and availability.

1. All contracts and procurements. Figure ES-9 presents disparity indices for all relevant
prime contracts and subcontracts that the BPDA awarded during the study period. The line
down the center of the graph shows a disparity index level of 100, which indicates parity
between participation and availability. A line is also drawn at a disparity index level of 80, which
indicates a substantial disparity. As shown in Figure ES-9, minority- and woman-owned
businesses considered together exhibited a disparity index of 135 for contracts and
procurements that the BPDA awarded during the study period, indicating that minority- and
woman-owned businesses received approximately $1.35 for every dollar that they might be
expected to receive based on their availability for the relevant prime contracts and subcontracts
that the BPDA awarded during the study period. Although minority- and woman-owned
businesses considered together did not exhibit a disparity for BPDA contracts and
procurements, ES-9 shows that all individual minority groups showed substantial disparities for
all contracts and procurements the agency awarded during the study period considered
together.

BBC RESEARCH & CONSULTING—FINAL REPORT CHAPTER ES, PAGE 7



Figure ES-9.

Disparity analysis All minority-and
135
results for all contracts woman-owned
and procurements Non-Hispanic white
woman-owned 2L
Note:
Numbers rounded to nearest tenth All minority-owned 21

of 1 percent and thus may not sum
exactly to totals.

For more detail, see Figure F-2 in Asian American-owned 26
Appendix F.

Black American-owned 21
Source:
BBC Research & Consulting Hispanic American-owned 18

disparity analysis.

Native American-owned | 0

0 20 40 60 80 100 120 140 160 180 200

2. Contract role. BBC examined disparity analysis results separately for prime contracts and
subcontracts. As shown in Figure ES-10, minority- and woman-owned businesses considered
together did not show a disparity for prime contracts (disparity index of 138) but showed a
substantial disparity for subcontracts (disparity index of 68). All individual minority groups
showed substantial disparities for both prime contracts and subcontracts.

Figure ES-10.
Disparity analysis

results by contract role ,
All minority-and 138

[l Prime contracts Subcontracts

Note: woman-owned 68
Numbers rounded to nearest E
tenth of 1 percent and thus may Non-Hispanic white

not sum exactly to totals. woman-owned E 200+

For more detail and results by E

group, see Figure F-10 and F-11in i

Appendix F. L. - 22 i

All minority-owned 5 ;

Source: :

BBC Research & Consulting disparity X . - 28 :

analysis. Asian American-owned 0 !

. . e

Black American-owned P ;

i Ameri Hl 20 |

Hispanic American-owned 0 '

. ) 0 i

Native American-owned !

0 E

0 20 40 60 80 100 120 140 160 180 200
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3. Industry. Figure ES-11 presents disparity analysis results separately for the BPDA’s
construction, construction design, other professional services, support services, and goods and
supplies contracts and procurements. As shown in Figure ES-11, minority- and woman-owned
businesses considered together showed substantial disparities for construction design
(disparity index of 26), other professional services (disparity index of 25), and goods and
supplies (disparity index of 79) contracts. Outcomes for individual business groups varied by
work type.

Figure ES-11.
Disparity analysis results by industry

' 110 :
All minority-and 22§ B, Construction

woman-owned ] . .
179 200+ B Construction design
B Other professional services
Non-Hispanic white |9 8 :
woman-owned i 200+ Support services
! 126
3 Goods and supplies
53 :
All minority-owned 141
16 :
Asian American-owned 200+

Black American-owned
Hispanic American-owned

Native American-owned

5
0
7
0 :
TR 100
0 E
| 100
0

0 20 40 60 80 100 120 140 160 180 200
Note: Numbers rounded to nearest tenth of 1 percent and thus may not sum exactly to totals.
For more detail and results by group, see F-5—F-9 in Appendix F.

Source: BBC Research & Consulting disparity analysis.

4. Legal entity. BBC examined disparity analysis results separately BRA and EDIC contracts
and procurements that were awarded during the study period. As shown in Figure ES-12,
minority- and woman-owned businesses considered together showed a substantial disparity for
BRA contracts (disparity index of 17) but not for EDIC contracts (disparity index of 200+).
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Figure ES-12. H BRA EDIC
Disparity analysis

results by legal entity o !
All minority-and 17 !

Note: woman-owned : 200+
Numbers rounded to nearest :
tenth of 1 percent and thus may Non-Hispanic white - 24 I
not sum exactly to totals. = :

y woman-owned : 200+
For more detail and results by |
group, see Figure F-15 and F-16 in
Appendix F. . 9

All minority-owned 5
70
Source: :

BBCR h&c Iting disparit . .
esearc Onsulting disparity Asian American-owned
analysis. 42

7
Black American-owned l
114

6
Hispanic American-owned I - :

Native American-owned

0 20 40 60 80 100 120 140 160 180 200

E. Program Implementation

The BPDA should review study results and other relevant information in connection with
making decisions concerning its policies and practices. Key considerations in making any
refinements are discussed below. Additional considerations and details about program
implementation are presented in Chapter 8. When making considerations, the BPDA should
assess whether additional resources, changes in internal policy, or changes in local or state law
may be required.

1. Overall aspirational goal. Results from the disparity study—particularly the availability
analysis, analyses of marketplace conditions, and anecdotal evidence—can be helpful to the
BPDA in establishing an overall aspirational goal for the participation of minority- and woman-
owned businesses in its contracts and procurements. The availability analysis indicates that
minority- and woman-owned businesses are potentially available to participate in 17.4 percent
of the BPDA'’s contracting and procurement dollars, which the agency could consider as its base
figure for its overall aspirational goal. In addition, the disparity study provides information
about factors that the BPDA should review in considering whether an adjustment to its base
figure is warranted, particularly information about the volume of BPDA work in which minority-
and woman-owned businesses have participated in the past; barriers in the Boston area related
to employment, self-employment, education, training, and unions; barriers in Boston related to
financing, bonding, and insurance; and other relevant information.

2. Contract-specific goals. Disparity analysis results indicate that relevant racial/ethnic and
gender groups showed substantial disparities on key sets of contracts and procurements that
the BPDA awarded during the study period. Because the BPDA uses race- and gender-neutral
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measures to encourage the participation of minority- and woman-owned businesses in its
contracting, and because those measures have not sufficiently addressed disparities for those
businesses, it might consider using minority- and woman-owned business goals to award
individual contracts in the future. To do so, the BPDA would set participation goals on individual
contracts based on the availability of minority- and woman-owned businesses for the types of
work involved with the project and other factors, and, as a condition of award, prime contractors
would have to meet those goals by making subcontracting commitments with certified minority-
and woman-owned businesses as part of their bids or by demonstrating sufficient good faith
efforts to do so. The BPDA could consider setting participation goals on all relevant contracts
and procurements or only on particular types of contracts (e.g., on construction contracts, which
account for nearly one-half of BPDA spend). Because the use of such goals would be considered a
race- and gender-conscious measure, the BPDA will need to ensure that the use of those
measures meets the strict scrutiny standard of constitutional review.

3. Additional race- and gender-neutral measures. The disparity study highlighted several
additional race- and gender-neutral measures that the BPDA could consider to further
encourage the participation of minority- and woman-owned businesses in its contracts and
procurements.

a. Small purchases. Small purchases are best suited for small businesses but are often difficult
for those businesses to learn about. The BPDA has the authority to establish more detailed small
purchase procurement policies than those prescribed in Chapter 30B and should consider doing
so to further encourage small business participation in BPDA contracts and procurements.

b. Minimum solicitations of quotes. Chapter 30B requires that local government agencies solicit
a minimum of three quotes for procurements worth at least $10,000 and up to $50,000. The
BPDA could consider increasing the minimum number of quotes that BPDA staff must solicit for
purchases of that size.

c. Advertising and outreach. Chapter 30B requires minimum levels of advertising for
procurement opportunities, such as posting opportunities two weeks prior to bid opening dates.
Beyond those requirements, the BPDA largely allows individual departments to determine what
levels of outreach are appropriate for the goods and services they require. The BPDA could
establish additional requirements for advertising and outreach for specific types of
procurements.

d. Request for proposals (RFP) language. The BPDA should consider adding stronger language
to RFP and contracting documents to more effectively articulate its commitment to promoting
equity in its contracting.

e. Small business set asides. Disparity analysis results indicated substantial disparities for
most relevant business groups on prime contracts that the BPDA awarded during the study
period. To the extent permitted by state and local law, the BPDA might consider setting aside
select small prime contracts for small business bidding to encourage the participation of
minority- and woman-owned businesses as prime contractors.
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f. Unbundling large contracts. The BPDA should consider making efforts to unbundle relatively
large prime contracts, and even subcontracts, into several smaller contract pieces. Such efforts
might increase contracting opportunities for all small businesses, including many minority- and
woman-owned businesses.

g. Prompt payment. The BPDA should consider establishing prompt payment processes to
ensure payment to the prime contractor within a specified maximum number of days after
accepting an invoice. The BPDA should also consider including prompt payment requirements
for subcontracting in all of its contracts.

h. Subcontracting minimums. Subcontracts often represent accessible opportunities for small
businesses, including many minority- and woman-owned businesses, to become involved in an
organization’s contracting and procurement. However, subcontracting accounts for a relatively
small percentage of the total contract and procurement dollars that the BPDA awards. The BPDA
could consider implementing a program that requires prime contractors to subcontract a
minimum amount of project work. If the BPDA were to implement such a program, it should
include good faith efforts provisions that would require prime contractors to document their
efforts to identify and include potential subcontractors in their bids or proposals.

i. Utilization of different businesses. The disparity study indicated that a substantial portion of
BPDA contract and procurement dollars that was awarded to minority- and woman-owned
businesses was largely concentrated with a relatively small number of businesses. The BPDA
could consider encouraging departments to solicit vendors with which they have never worked,
and use bid and contract language to encourage prime contractors to do the same with
subcontractors.

j. Capacity building. Results from the disparity study indicated that there are many minority-
and woman-owned businesses in the Boston area but that many of them have relatively low
capacities for BPDA work. The BPDA should consider various technical assistance, business
development, mentor-protégé, and joint venture programs to help businesses build the capacity
required to compete for relatively large contracts and procurements.

k. Data collection. The BPDA should consider maintaining comprehensive information about all
contracts and procurements it awards and all associated subcontracts, regardless of
subcontractors’ characteristics or whether they are certified minority- or woman-owned
businesses for all relevant prime contracts. Collecting comprehensive prime contract and
subcontract data will help ensure the BPDA monitors the participation of minority- and woman-
owned businesses in its work as accurately as possible, identifies additional businesses that
could become certified, and identifies future subcontracting opportunities for minority- and
woman-owned businesses.
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CHAPTER 1.
Introduction

The Boston Planning & Development Agency (BPDA) is the planning and economic development
agency for the City of Boston (the City) but represents a separate legal entity that comprises two
agencies: the Boston Redevelopment Authority (BRA) and the Economic Development and
Industrial Corporation (EDIC). The BRA is a public body corporate and politic, organized and
existing under Massachusetts General Laws Chapter 121B. The BRA's redevelopment
stewardship includes the authority to buy and sell property, acquire property through eminent
domain, and grant tax concessions to encourage commercial and residential

development under Massachusetts General Laws Chapter 121A. The EDIC is a public body
corporate and politic established under Chapter 1097 of the Acts of 1971, which leads local
economic development activities at industrial and manufacturing properties in Boston—
including the Raymond L. Flynn Marine Park and the Charlestown Navy Yard—in accordance
with an economic development plan. The EDIC’s work is designed to increase employment,
eliminate decadent and blighted open areas, attract new industry, expand existing industry, and
create jobs and business opportunity.

The BRA and EDIC were merged into a single citywide development agency by Mayor Menino in
1993. They began doing business as the BPDA on October 20, 2016 but continue to maintain
their separate functions as established by the Massachusetts Legislature. The BPDA is charged
with growing the City’s tax base; cultivating the private jobs market; training the local
workforce; and encouraging economic development, neighborhood and community planning,
and sustainable development, among other tasks.

The BPDA retained BBC Research & Consulting (BBC) to conduct a disparity study to determine
whether barriers exist for minority- and woman-owned businesses in competing for BPDA
contracts and procurements and provide information to inform the BPDA’s policies and program
measures to further encourage minority- and woman-owned business participation in the
agency’s contracting. As part of the study, BBC examined whether there are any disparities
between:

m  The percentage of contract and procurement dollars that the BPDA awarded to minority-
and woman-owned businesses between July 1, 2014 and June 30, 2019 (i.e., utilization); and

m  The percentage of contract and procurement dollars that minority- and woman-owned
businesses might be expected to receive based on their availability to perform specific types
and sizes of BPDA prime contracts and subcontracts (i.e., availability).

BBC also assessed other quantitative and qualitative information related to:

m  Thelegal framework related to the implementation of small business and minority- and
woman-owned business programs;

m  Local marketplace conditions for minority- and woman-owned businesses; and

m  Contracting practices and business programs that the BPDA currently has in place.

BBC RESEARCH & CONSULTING—FINAL REPORT CHAPTER 1, PAGE 1



There are several reasons why the disparity study will be useful to the BPDA:

m  The disparity study provides information about how well minority- and woman-owned
businesses fare in BPDA contracting relative to their availability for that work and whether
certain groups are substantially underutilized on those contracts and procurements.

m  The disparity study provides an evaluation of how effective the BPDA'’s current programs
and policies are in improving outcomes for minority- and woman-owned businesses in the
agency’s contracts and procurements.

m  The disparity study identifies barriers that minorities, women, and minority- and woman-
owned businesses face in the local marketplace that might affect their ability to compete for
BPDA contracts and procurements.

m  The disparity study provides insights into how to refine contracting processes and program
measures to better encourage the participation of minority- and woman-owned businesses
in BPDA contracting and help address marketplace barriers.

m  Anindependent review of the participation of minority- and woman-owned businesses in
BPDA contracting is valuable to the agency and external groups that may be monitoring the
BPDA's contracting practices.

m  Government organizations that have successfully defended minority- and woman-owned
business programs have typically relied on information from disparity studies.

BBC introduces the 2020 BPDA Disparity Study in three parts:

A. Background;
B. Study scope; and

C. Study team members.

A. Background

The BPDA uses myriad race- and gender-neutral measures to encourage the participation of
small businesses, including many minority- and woman-owned business, in its contracts and
procurements. Race- and gender-neutral measures are measures that are designed to encourage
the participation of all businesses, or all small businesses, in an organization’s contracting,
regardless of the race/ethnicity or gender of business owners. Examples of the race- and gender-
neutral measures that the BPDA uses include:

m  Focused marketing and outreach to City-certified businesses;

m  Encouraging vendor participation in the City’s technical assistance programs; and

m  [nternal data collection and reporting.

In contrast, race- and gender-conscious measures are measures that are designed to specifically
encourage the participation of minority- and woman-owned businesses in an organization’s

contracting (e.g., using minority- or woman-owned business subcontracting goals on individual
contracts). The BPDA does not currently use any race- or gender-conscious measures.
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B. Study Scope

Information from the disparity study will help the BPDA continue to encourage the participation
of small businesses and minority- and woman-owned businesses in its contracts and
procurements and implement any future program measures effectively and in a legally defensible
manner.

1. Relevant business groups. In general, BBC focused its analyses on whether barriers or
discrimination based on race/ethnicity and gender affected the participation of businesses in
BPDA contracts and procurements, regardless of whether those businesses were certified as
minority- or woman-owned by the City, the Commonwealth of Massachusetts, or any other
organization. Analyzing the participation and availability of businesses regardless of certification
allowed BBC to assess whether such barriers affect business success independent of whether
they decided to become certified. To interpret the core analyses presented in the disparity study,
it is useful to understand how the study team defined the various groups of businesses that are
the focus of the disparity study.

a. Minority- and woman-owned businesses. BBC analyzed business outcomes for minority- and
woman-owned businesses, which were defined as businesses owned and controlled by Asian
Americans, Black Americans, Hispanic Americans, Native Americans, or non-Hispanic white
women. To avoid double-counting, BBC classified minority woman-owned businesses with their
corresponding minority groups. (For example, Black American woman-owned businesses were
classified with businesses owned by Black American men as Black American-owned businesses.)
Thus, woman-owned businesses in this report refers specifically to non-Hispanic white woman-
owned businesses.

b. Certified businesses. Certified businesses are minority- and woman businesses that are
specifically certified as such through the City or the Commonwealth of Massachusetts.
Businesses seeking City certification are required to submit an application to the City, either via
mail or in person. The application is available online and requires businesses to submit various
information, including business name, contact information, financial information, work
specializations, and the race/ethnicity and gender of their owners. The City reviews each
application for approval and may conduct site visits to confirm eligibility.

c. Majority-owned businesses. Majority-owned businesses are businesses that are owned by
non-Hispanic white men.

2. Analyses in the disparity study. The primary focus of the disparity study was to examine
whether there are any disparities between the participation and availability of minority- and
woman-owned businesses for BPDA contracts and procurements. In addition, the disparity study
includes:

m  Areview of legal issues related to the implementation of small business and minority- and
woman-owned business programs;

®  An analysis of local marketplace conditions for minorities, women, and minority- and
woman-owned businesses;

m  Anassessment of the BPDA’s contracting practices and business programs; and
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m  Other information for the BPDA to consider as it refines its programs and policies to further
encourage the participation of minority- and woman-owned businesses in it contracts and
procurements.

The study focused on construction, construction design, other professional services, support
services, and goods and supplies contracts and procurements that the BPDA awarded between
July 1, 2014 and June 30, 2019 (i.e., the study period). Information in the disparity study is
organized as follows:

a. Legal framework and analysis. The study team conducted a detailed analysis of relevant
federal regulations, case law, state law, and other information to guide the methodology for the
disparity study and BBC’s recommendations. The legal framework and analysis is summarized in
Chapter 2 and presented in detail in Appendix B.

b. Marketplace conditions. BBC conducted quantitative analyses of the success of minorities,
women, and minority- and woman-owned businesses in the local contracting and procurement
industries. In addition, the study team collected qualitative information about potential barriers
that minorities, women, and minority- and woman-owned businesses face in the Boston region
through in-depth interviews, public meetings, focus groups, and surveys. Information about
marketplace conditions is presented in Chapter 3, Appendix C, and Appendix D.

c. Data collection. BBC collected data on the prime contracts and subcontracts that the BPDA
awarded during the study period as well as information on the businesses that participated in
those contracts. The scope of BBC’s data collection efforts is presented in Chapter 4.

d. Availability analysis. BBC assessed the degree to which minority- and woman-owned
businesses are ready, willing, and able to perform work on BPDA prime contracts and
subcontracts. That analysis was based on agency data and surveys that the study team
conducted with hundreds of businesses located in the Boston region and that work in industries
related to the types of contracts and procurements that the BPDA awards. Results from the
availability analysis are presented in Chapter 5 and Appendix E.

e. Utilization analysis. BBC analyzed the degree to which minority- and woman-owned
businesses participated in prime contracts and subcontracts that the BPDA awarded during the
study period. Results from the utilization analysis are presented in Chapter 6.

f. Disparity analysis. BBC examined whether there were any disparities between the utilization
and availability of minority- and woman-owned businesses on prime contracts and subcontracts
that the BPDA awarded during the study period. The study team also assessed whether any
observed disparities were statistically significant. Results from the disparity analysis are
presented in Chapter 7 and Appendix F.

g. Program measures. BBC reviewed measures that the BPDA uses to encourage the
participation of small businesses as well as minority- and woman-owned businesses in its
contracting and provided guidance related to additional program options and changes to current
contracting practices for the BPDA to consider. That information is presented in Chapter 8.
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C. Study Team Members

The BBC disparity study team was made up of seven firms that, collectively, possess decades of
experience related to conducting disparity studies in connection with small and diverse business
programs.

1. BBC (prime consultant). BBC is a small, Denver-based disparity study and economic
research firm. BBC had overall responsibility for the disparity study and performed all the
quantitative analyses.

2. Holland & Knight. Holland & Knight is a law firm with offices in Boston and throughout the
country. The firm conducted the legal analysis that provided the basis for the study.

3. Nunnally and Associates. Nunnally and Associates is a Black American-owned diversity
consulting firm based in Boston. The firm reviewed contracting policies and program measures
as well as conducted in-depth interviews with businesses located in the Boston region as part of
the study.

4. Kelly Chunn and Associates (KCA). KCA is a Black American woman-owned public
relations and community engagement firm based in Boston. The firm conducted in-depth
interviews with businesses located in the Boston region as part of the study.

5. Bevco Associates. Bevco is a Black American, woman-owned government and community
relations firm based in Boston. The firm conducted in-depth interviews with businesses located
in the Boston region as part of the study.

6. Customer Research International (CRI). CRI is a Subcontinent Asian American-owned
survey firm based in San Marcos, Texas. The firm conducted telephone and online surveys with
businesses as part of the availability analysis.

7. Davis Research. Davis Research is a small survey firm based in Calabasas, California. The
firm conducted telephone and online surveys with businesses as part of the utilization and
availability analyses.
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CHAPTER 2.
Legal Analysis

The Boston Planning & Development Agency (BPDA) uses various race- and gender-neutral
efforts to help ensure that small businesses as well as minority- and woman-owned businesses
have an equal opportunity to participate in its contracts and procurements. Race- and gender-
neutral efforts are efforts designed to encourage the participation of small businesses in an
organization’s contracting regardless of the race/ethnicity or gender of businesses’ owners. In
contrast, race- and gender-conscious measures are designed to specifically encourage the
participation of minority- and woman-owned businesses in an organization’s contracting

(e.g., participation goals for minority- and woman-owned business on individual contracts). Any
use of race- and gender-conscious measures must meet the strict scrutiny standard of
constitutional review, because it potentially impinges on the civil rights of businesses that are
not minority- or woman-owned.! The strict scrutiny standard presents the highest threshold for
evaluating the legality of race- and gender-conscious measures short of prohibiting them
altogether. Under the strict scrutiny standard, a government organization must:

m  Have a compelling governmental interest in remedying past identified discrimination or its
present effects; and

m  Establish that the use of any such measure is narrowly tailored to achieve the goal of
remedying the identified discrimination.

A government organization’s use of race- and gender-conscious measures must meet both the
compelling governmental interest and the narrow tailoring components of the strict scrutiny
standard. A program that fails to meet either component is unconstitutional. Although the BPDA
does not use any race- or gender-conscious measures, it is instructive to review legal standards
surrounding their use, because the agency may determine that using such measures is
appropriate in the future.

BBC Research & Consulting (BBC) summarizes the BPDA'’s use of the race- and gender-neutral
measures as well as the legal standards to which the BPDA must adhere should it determine that
using race- and gender-conscious measures is appropriate in the future. BBC presents that
information in two parts:

A. Program overview; and

B. Legal standards.

A. Program Overview

The BPDA primarily uses focused marketing and outreach efforts to encourage the participation
of minority- and woman-owned businesses in its contracts and procurements. The BPDA offers

1 Certain Federal Courts of Appeals apply the intermediate scrutiny standard to gender-conscious programs. Appendix B
describes the strict scrutiny and intermediate scrutiny standards in detail.
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outreach materials in multiple languages and works closely with the City of Boston (City) to
advertise bid opportunities with vendors that have been certified with the City as minority-
owned business enterprises (MBEs) and woman-owned business enterprises (WBEs). The BPDA
also encouraging its vendors to participate in the City’s technical assistance programs. Recently,
the BPDA also implemented additional policies to further encourage minority- and woman-
owned business participation in the agency’s contracting, including policies to improve internal
data collection and project planning to ensure BPDA bid opportunities are accessible to small
businesses, including minority- and woman-owned businesses.

B. Legal Standards

There are different legal standards for determining the constitutionality of contracting
programs, depending on whether they rely only on race- and gender-neutral measures or also
include race- and gender-conscious measures. BBC briefly summarizes legal standards for both
types of programs below.

1. Programs that rely only on race- and gender-neutral measures. Government
organizations that implement contracting programs that rely only on race- and gender-neutral
measures—such as the BPDA—must show a rational basis for their programs. Showing a
rational basis requires organizations to demonstrate that their contracting programs are
rationally related to a legitimate government interest. It is the lowest threshold for evaluating
the legality of government programs that could impinge on the rights of others. When courts
review programs based on a rational basis, only the most egregious violations lead to them being
deemed unconstitutional.

2. Programs that include race- and gender-conscious measures. The United States
Supreme Court has established that contracting programs that include both race- and gender-
neutral and race- and gender-conscious measures must meet the strict scrutiny standard of
constitutional review. In contrast to a rational basis, the strict scrutiny standard presents the
highest threshold for evaluating the legality of government programs that could impinge on the
rights of others short of prohibiting them altogether. The two key United States Supreme Court
cases that established the strict scrutiny standard for such programs are:

m  The 1989 decision in City of Richmond v. J.A. Croson Company, which established the strict
scrutiny standard of review for race-conscious programs adopted by state and local
governments;2and

m  The 1995 decision in Adarand Constructors, Inc. v. Pefia, which established the strict
scrutiny standard of review for federal race-conscious programs.3

Under the strict scrutiny standard, a government organization must show a compelling
governmental interest to use race- and gender-conscious measures and ensure that its use of
such measures is narrowly tailored. Many programs have failed to meet the strict scrutiny
standard, because they have failed to meet the compelling governmental interest requirement,

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

3 Adarand Constructors, Inc. v. Pefia, 515 U.S. 200 (1995).
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the narrow tailoring requirement, or both. However, many other programs have met the strict
scrutiny standard and courts have deemed them to be constitutional. Appendix B provides
detailed discussions of the case law related to those programs.

a. Compelling governmental interest. An organization that uses race- or gender-conscious
measures as part of a business program has the initial burden of showing evidence of
discrimination—including statistical and anecdotal evidence—that supports the use of such
measures. Organizations cannot rely on national statistics of discrimination in an industry to
draw conclusions about the prevailing market conditions in their own regions. Rather, they must
assess discrimination within their own relevant geographic market areas.* It is not necessary for
a government organization itself to have discriminated against minority- or woman-owned
businesses for it to take remedial action. In City of Richmond v. J.A. Croson Company, the Supreme
Court found, “if [the organization] could show that it had essentially become a ‘passive
participant’ in a system of racial exclusion practiced by elements of the local construction
industry ... [i]t could take affirmative steps to dismantle such a system.”

b. Narrow tailoring. In addition to demonstrating a compelling governmental interest, a
government agency must also demonstrate that its use of race- and gender-conscious measures
is narrowly tailored. There are a number of factors that courts consider when determining
whether the use of such measures is narrowly tailored, including:

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

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

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

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

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

c. Meeting the strict scrutiny standard. Many government organizations have used information
from disparity studies as part of determining whether their contracting practices are affected by
race- or gender-based discrimination and ensuring that their use of race- and gender-conscious
measures is narrowly tailored. Specifically, organizations have assessed evidence of any
disparities between the participation and availability of minority- and woman-owned businesses
for their contracts and procurements. In City of Richmond v. J.A. Croson Company, the United
States Supreme Court held that, “[w]here there is a significant statistical disparity between the
number of qualified minority contractors willing and able to perform a particular service and the
number of such contractors actually engaged by the locality or the locality’s prime contractors,

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

5 See, e.g., AGC, SDC v. Caltrans, 713 F.3d at 1198-1199; Rothe, 545 F.3d at 1036; Western States Paving, 407 F3d at 993-995;
Sherbrooke Turf, 345 F.3d at 971; Adarand VII, 228 F.3d at 1181; Eng’g Contractors Ass’n, 122 F.3d at 927 (internal quotations
and citations omitted).
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an inference of discriminatory exclusion could arise.” Lower court decisions since City of
Richmond v. J.A. Croson Company have held that a compelling governmental interest must be
established for each racial/ethnic and gender group to which race- and gender-conscious
measures apply.
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CHAPTER 3.
Marketplace Conditions

Historically, there have been myriad legal, economic, and social obstacles that have impeded
minorities and women from acquiring the human and financial capital necessary to start and
operate successful businesses. Barriers such as slavery, racial oppression, segregation, race-
based displacement, and labor market discrimination produced substantial disparities for
minorities and women, the effects of which are still apparent today. Those barriers limited
opportunities for minorities in terms of both education and workplace experience.l 2 3.4
Similarly, many women were restricted to either being homemakers or taking gender-specific
jobs with low pay and little chance for advancement.> Minorities and women in Boston faced
similar barriers. Black Americans were forced to live in racially-segregated neighborhoods and
send their children to segregated schools. It was not until 1974 that the courts ordered the
Boston School Committee to desegregate Boston schools after finding that “racial segregation
permeates schools in all areas of the city, all grade levels, and all types of schools.t 7 Disparate
treatment also extended into the labor market. Black Americans were concentrated in low wage
work in domestic services and general labor with few opportunities for advancement.8

In the middle of the 20th century, many reforms opened up new opportunities for minorities and
women nationwide. For example, Brown v. Board of Education, The Equal Pay Act, The Civil Rights
Act, and The Women’s Educational Equity Act outlawed many forms of discrimination.
Workplaces adopted personnel policies and implemented programs to diversify their staffs.?
Those reforms increased diversity in workplaces and reduced educational and employment
disparities for minorities and women10. 11,12 13 However, despite those improvements, minorities
and women continue to face barriers—such as incarceration, residential segregation, and family
responsibilities—that have made it more difficult to acquire the human and financial capital
necessary to start and operate businesses successfully.14 15, 16,17

Federal Courts and the United States Congress have considered barriers that minorities, women,
and minority- and woman-owned businesses face in a local marketplace as evidence for the
existence of race- and gender-based discrimination in that marketplace.18.19.20 The United States
Supreme Court and other federal courts have held that analyses of conditions in a local
marketplace for minorities, women, and minority- and woman-owned businesses are instructive
in determining whether agencies’ implementations of minority- and woman-owned business
programs are appropriate and justified. Those analyses help agencies determine whether they
are passively participating in any race- or gender-based discrimination that makes it more
difficult for minority- and woman-owned businesses to successfully compete for government
contracts. Passive participation in discrimination means that agencies unintentionally
perpetuate race- or gender-based discrimination simply by operating within discriminatory
marketplaces. Many courts have held that passive participation in any race- or gender-based
discrimination establishes a compelling governmental interest for agencies to take remedial
action to address such discrimination.21, 22,23
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The study team conducted quantitative and qualitative analyses to assess whether minorities,
women, and minority- and woman-owned businesses face any barriers in the Boston
construction, architecture and engineering, other professional services, goods, and other
services industries. The study team also examined the potential effects that any such barriers
have on the formation and success of businesses as well as their participation in and availability
for contracts that the Boston Planning & Development Agency awards. The study team examined
local marketplace conditions in four primary areas:

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

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

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

m  Business success to assess whether minority- and woman-owned businesses have
outcomes that are similar to those of businesses owned by non-Hispanic whites and men,
respectively.

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

A. Human Capital

Human capital is the collection of personal knowledge, behavior, experience, and characteristics
that make up an individual’s ability to perform and succeed in particular labor markets. Factors
such as education, business experience, and managerial experience have been shown to be
related to business success.24 25.26,27 Any barriers in those areas might make it more difficult for
minorities and women to work in relevant industries and prevent some of them from starting
and operating businesses successfully.

1. Education. Barriers associated with educational attainment may preclude entry or
advancement in certain industries, because many occupations require at least a high school
diploma, and some occupations—such as occupations in architecture and engineering or other
professional services—require at least a four-year college degree. In addition, educational
attainment is a strong predictor of both income and personal wealth, which are both shown to
be related to business formation and success.28 29 Nationally, minorities lag behind non-Hispanic
whites in terms of both educational attainment and the quality of education they receive.30.31
Minorities are far more likely than non-Hispanic whites to attend schools that do not provide
access to core classes in science and math.32 In addition, Black American students are more than
three times more likely than non-Hispanic whites to be expelled or suspended from high
school.33 For those and other reasons, minorities are far less likely than non-Hispanic whites to
attend college, enroll at highly- or moderately selective four-year institutions, or earn college
degrees.3*
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Educational outcomes for minorities in Boston are similar to those for minorities nationwide.
The study team’s analyses of the Boston labor force indicate that certain minority groups are far
less likely than non-Hispanic whites to earn college degrees. Figure 3-1 presents the percentage
of Boston workers that have earned four-year college degrees by race/ethnicity and gender. As

shown in Figure 3-1, Black American, Cape Verdean American, Hispanic American, Native

American, Portuguese American, and other race minority workers are substantially less likely

than non-Hispanic white workers to have four-year college degrees.

Figure 3-1.
Pegrcentage of Boston Asian Pacific American 62%
workers 25 and older Black American 33%**
with at least a four-year Cape Verdean American 20%**
college degree
Hispanic American 25%**
Note: Native American 519%**
** Denotes that the difference in
proportions between the minority group Portuguese American 42%**
and non-Hispanic whites or between ) ) .
women and men is statistically significant Subcontinent Asian American 87%*
t the 95% confid level. . .
atthe contidence feve Other race minority 33%**
Source: White A X
0
BBC Research & Consulting from 2014- Ite American 61%
2018 ACS 5% Public Use Microdata
sample. The raw data extract was
obtained through the IPUMS program of Women 56%**
the MN Population Center:
http://usa.ipums.org/usa/. Men 53%
T T T T T T T T T
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

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

a. Employment. On a national level, prior industry experience has been shown to be an
important indicator for business ownership and success. However, minorities and women are
often unable to acquire that experience. They are sometimes discriminated against in hiring
decisions, which impedes their entry into the labor market.35 36.37 When employed, they are
often relegated to peripheral positions in the labor market and to industries that exhibit already
high concentrations of minorities or women.38 39.40,41,42 [ addition, minorities are incarcerated
at a higher rate than non-Hispanic whites in Massachusetts and nationwide, which contributes to

many labor difficulties, including difficulties finding jobs and relatively slow wage growth.
43,44, 45,46

The study team’s analyses of the labor force in Boston are largely consistent with national
findings. Figures 3-2 presents the representation of minority workers in various Boston
industries. As shown in Figure 3-2, the industries with the highest representations of minority
workers are other services; healthcare; and childcare, hair, and nails. The Boston industries with
the lowest representations of minority workers are education, professional services, and
extraction and agriculture.
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Figure 3-2.
Percent representation of minorities in various Boston industries

Black American Asian American Hispanic American M Other race minority M Portuguese American

Other services (n=14,869) | 8% 7%**20%** Bof 2o+
Health care (n=15,405) | 15%**  8%** 10%*¥28*2%
Childcare, hair, and nails (n=2,486) |6%**11%** 14%** 6 2%

Manufacturing (n=9,487) |4%** 15%** 12%* .2%*

Retail (1=10,834) | 9% 8%**13%** 2% 2%

Public administration and social

0O/ %k * 0/ %% QO * %
services (n=7,758) 12%%* % . . 2%

Transportation, warehousing,

o/ k% 0/ %% QO/* 1ly**
utilities, and communications... L0 7%" ’ ?

Wholesale trade (n=2,489) |6%**6%** 11% - 3%*

Construction (n=5,366) |[5%**3%**13Y 3%**

Education (n=15,188) |7%** 8%** 7% %** 2%**

Professional services (n=23,996)

Extraction and agriculture (n=284)

4%*12%** 5948 %* 2%**

5% 4%**10%2% 1%

90% 100%

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

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

Note:

Workers in the finance, insurance, real estate, legal services, accounting, advertising, architecture, management, scientific research, and
veterinary services industries were combined to one category of professional services; Workers in the rental and leasing, travel,
investigation, waste remediation, arts, entertainment, recreation, accommodations, food services, and select other services were
combined into one category of other services; Workers in child day care services, barber shops, beauty salons, nail salons, and other
personal were combined into one category of childcare, hair, and nails.

"Other race minority" includes Native Americans, Cape Verdean Americans, and other races.

BBC Research & Consulting from 2014-2018 ACS 5% Public Use Microdata sample. The raw data extract was obtained through the IPUMS
program of the MN Population Center: http://usa.ipums.org/usa/.

Source:

Figures 3-3 indicates that the Boston industries with the highest representations of women
workers are childcare, hair, and nails; health care; and education. The industries with the lowest
representations of women are wholesale trade; transportation, warehousing, utilities, and
communications; and construction.
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Figure 3-3.
Percent representation of women in various Boston industries

Childcare, hair, and nails (n=2,486) 85%**

Health care (n=15,405) 75%**

Education (n=15,188) 65%**

Public administration and social

o/ k%
services (n=5,685) 54%

Other services (n=14,869) A7%**

Retail (n=10,834) 47%**

Professional services (n=23,996) A4%**

Extraction and agriculture (n=284) 34%**

Manufacturing (n=9,487) 33%**

Wholesale trade (n=2,489) 32%**

Transportation, warehousing, utilities,

0/ % %
and communications (n=4,212) 30%

Construction (n=5,366) 9%**

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

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

Workers in the finance, insurance, real estate, legal services, accounting, advertising, architecture, management, scientific research, and
veterinary services industries were combined to one category of professional services; Workers in the rental and leasing, travel,
investigation, waste remediation, arts, entertainment, recreation, accommodations, food services, and select other services were
combined into one category of other services; Workers in child day care services, barber shops, beauty salons, nail salons, and other
personal were combined into one category of childcare, hair, and nails.

Source: BBC Research & Consulting from 2014-2018 ACS 5% Public Use Microdata sample. The raw data extract was obtained through the IPUMS
program of the MN Population Center: http://usa.ipums.org/usa/.

b. Management experience. Managerial experience is an essential predictor of business success,
and discrimination remains a persistent obstacle to greater diversity in management
positions.47.48.49 Nationally, minorities and women are far less likely than non-Hispanic white
men to work in management positions.>% 51 Similar outcomes appear to exist for minorities and
women in Boston. The study team examined the concentration of minorities and women in
management positions in the Boston construction, architecture and engineering, other
professional services, goods, and other services industries. As shown in Figure 3-4:

m  Compared to non-Hispanic whites, smaller percentages of Asian Pacific Americans, Black
Americans, Cape Verdean Americans, Hispanic Americans, and other race minorities work
as managers in the construction industry.

m  Compared to non-Hispanic whites, smaller percentages of Black Americans and Hispanic
Americans work as managers in the architecture and engineering industry. In addition,
compared to men, a smaller percentage of women work as managers in the architecture
and engineering industry.
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m  Compared to non-Hispanic whites, smaller percentages of Asian Pacific Americans, Black
Americans, and Portuguese Americans work as managers in the goods industry. In addition,
compared to men, a smaller percentage of women than men work as managers in the goods
industry.

m  Compared to non-Hispanic whites, smaller percentages of Black Americans and Hispanic
Americans work as managers in the other services industry. In addition, compared to men,
a smaller percentage of women work as managers in the other services industry.

Figure 3-4.
Percentage of workers who worked as a manager in study-related industries in Boston

Architecture and Other professional

Construction engineering services Other services
Race/ethnicity
Asian Pacific American 3.6 % ** 39 % 29 % 0.0 % ** 13 %
Black American 4.5 % ** 0.0 % ** 59 % 0.4 % ** 0.3 % **
Cape Verdean American 0.0 % ** 00% t 00% * 00% *t 71 %
Hispanic American 4.8 % ** 0.5 % ** 32 % 28 % 0.3 % **
Native American 81% *t 00% t 00% * 00% * 00% t
Portuguese American 8.2 % 41 % 6.6 % 0.0% * 19 %
Subcontinent Asian 38% t 12.7 % 33 % 6.0 % 00% t
Other race minority 2.8 % ** 0.0% *t 00% * 00% * 0.0 %
White American 9.5 % 48 % 54 % 4.6 % 24 %
Gender
Women 9.5 % 1.5 9% ** 4.4 % 1.6 % ** 0.5 % **
Men 8.2 % 59 % 55% 45 % 22 %
All individuals 83 % 4.5 % 5.0 % 3.6 % 1.6 %

Note: *, ** Denotes that the difference in proportions between the minority group and non-Hispanic whites (or between women and men) is
statistically significant at the 90% and 95% confidence level, respectively.

T Denotes that significant differences in proportions were not reported due to small sample size.

Source: BBC Research & Consulting from 2014-2018 ACS 5% Public Use Microdata sample. The raw data extract was obtained through the IPUMS
program of the MN Population Center: http://usa.ipums.org/usa/.

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

B. Financial Capital

In addition to human capital, financial capital has been shown to be an important indicator of
business formation and success.>* 55 56 Individuals can acquire financial capital through many
sources, including employment wages, personal wealth, homeownership, and financing. If
discrimination exists in financial capital markets, minorities and women may have difficulty
acquiring the capital necessary to start, operate, or expand businesses.
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1. Wages and income. Wage and income gaps between minorities and non-Hispanic whites
and between women and men are well-documented throughout the country, even when
researchers have statistically controlled for various personal factors that are ostensibly
unrelated to race and gender.57.58.59 For example, national income data indicate that, on average,
Black Americans and Hispanic Americans have household incomes that are less than two-thirds
those of non-Hispanic whites.6% 61 Women have also faced consistent wage and income gaps
relative to men. Nationally, the median hourly wage of women is still only 82 percent the median
hourly wage of men.®2 Such disparities make it difficult for minorities and women to use
employment wages as a source of business capital.

BBC observed wage gaps in Boston consistent with those that researchers have observed
nationally. Figure 3-5 presents mean annual wages for Boston workers by race/ethnicity and
gender. As shown in Figure 3-5:

m  All relevant minority groups except Subcontinent Asian Americans earn substantially less in
wages than non-Hispanic whites.

® Women earn substantially less than men.

Figure 3-5.
Mean annual Asian Pacific American $75,693**
wages in Boston Black American $52,013**
Note: Cape Verdean American $45,310%*
The sample universe is all non-
institutionalized, employed individuals aged Hispanic American $46,424%*
25-64 that are not in school, the military, or
self-employed. Native American $69,355**
** Denotes statistically significant differences . x
from non-Hispanic whites (for minority Portuguese American 569:616
groups) and from men (for women). . . .

Subcontinent Asian American $104,929**
Source: Other race minority $51,115%*

BBC Research & Consulting from 2014-2018
ACS 5% Public Use Microdata sample. The White American $87,585
raw data extract was obtained through the
IPUMS program of the MN Population
Center: http://usa.ipums.org/usa/.

Women $63,955**

Men $93,683

S0 $20,000 $40,000 $60,000 $80,000 $100,000 $120,000

BBC also conducted regression analyses to assess whether wage disparities exist even after
accounting for various personal factors such as age, education, and family status. Those analyses
indicated that, even after accounting for various personal factors, being Asian Pacific American,
Black American, Cape Verdean American, Hispanic American, Subcontinent Asian American, or
other race minority was associated with substantially lower earnings than being non-Hispanic
white. In addition, being a woman was associated with substantially lower earnings than being a
man (for details, see Figure C-9 in Appendix C).

2. Personal wealth. Another important source of business capital is personal wealth. As with
wages and income, there are substantial disparities between minorities and non-Hispanic whites
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and between women and men in terms of personal wealth.63.64 For example, in 2010, Black
Americans and Hispanic Americans across the country exhibited average household net worth
that was 5 percent and 1 percent that of non-Hispanic whites, respectively. In addition,
approximately one-out-of-five Black Americans and Hispanic Americans in the United States are
living in poverty, about double the rate for non-Hispanic whites.®5 Wealth inequalities also exist
for women relative to men. For example, the median wealth of non-married women nationally is
approximately one-third that of non-married men.é¢

3. Homeownership. Homeownership and home equity have been shown to be key sources of
business capital.6’. 68 However, minorities appear to face substantial barriers nationwide in
owning homes. For example, Black Americans and Hispanic Americans own homes at less than
two-thirds the rate of non-Hispanic whites.®® Discrimination is at least partly to blame for those
disparities. Research indicates that minorities continue to be given less information on
prospective homes and have their purchase offers rejected because of their race.”?.71 Minorities
who own homes tend to own homes that are worth substantially less than those of non-Hispanic
whites and also tend to accrue substantially less equity.”% 73 Differences in home values and
equity between minorities and non-Hispanic whites can be attributed—at least, in part—to the
depressed property values that tend to exist in racially-segregated neighborhoods.74 75

Minorities appear to face homeownership barriers in Boston that are similar to those observed
nationally. As shown in Figure 3-6, all relevant minority groups in Boston exhibit
homeownership rates that are lower than that of non-Hispanic whites.

Figure 3-6.

Home ownership Asian Pacific American 53%**
rates in Boston Black American 35%**

Note: Cape Verdean American 39%**

The sample universe is all households. . . .
Hispanic American 26%**
** Denotes statistically significant

differences from non-Hispanic whites at Native American A6%**
the 95% confidence level.

Portuguese American 63%**
Source:
BBC Research & Consulting from 2014- Subcontinent Asian American 48%**
2018 ACS 5% Public Use Microdata . .
sample. The raw data extract was Other race minority 35%**
obtained through the IPUMS program of 3 )
White American 68%

the MN Population Center:
http://usa.ipums.org/usa/. T T T T T T T T T
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Figure 3-7 presents median home values among homeowners of different racial/ethnic groups in
Boston. Consistent with national data, homeowners that identify with certain minority groups—
Black Americans, Cape Verdean Americans, Hispanic Americans, Native Americans, Portuguese
Americans, and other race minorities—own homes that, on average, are worth less than those of
non-Hispanic whites.
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Figure 3-7.
Median home Asian Pacific American $460,000

values in Boston

Black American $350,000
Note: .
) ) Cape Verdean American $335,000

The sample universe is all owner-
occupied housing units. . . i

Hispanic American $350,000
Source: . .

Native American $350,000
BBC Research & Consulting from 2014-
2018 ACS 5% Public Use Microdata R
Portuguese American $375,000

sample. The raw data extract was

obtained through the IPUMS program of
the MN Population Center: Subcontinent Asian American $525,000
http://usa.ipums.org/usa/.

Other race minority $350,000
Non-Hispanic white $420,000
o] $200,000 $400,000 $600,000

4. Access to financing. Minorities and women face many barriers in trying to access credit
and financing, both for home purchases and for business capital. Researchers have often
attributed those barriers to various forms of race- and gender-based discrimination that exist in
credit markets.”6.77.78,79,80,81 The study team assessed difficulties that minorities and women
face in home credit and business credit markets.

a. Home credit. Minorities and women continue to face barriers when trying to access credit to
purchase homes. Examples of such barriers include discriminatory treatment of minorities and
women during the pre-application phase and disproportionate targeting of minority and women
borrowers for subprime home loans.82 83,84, 85,86 Race- and gender-based barriers in home credit
markets, as well as the foreclosure crisis, have led to decreases in homeownership among
minorities and women and have eroded their levels of personal wealth.87.88.89.90 Tg examine how
minorities fare in the home credit market relative to non-Hispanic whites, the study team
analyzed home loan denial rates for high-income households by race/ethnicity. The study team
analyzed those data for Boston and the United States as a whole. As shown in Figure 3-8, Black
Americans, Hispanic Americans, and Native Americans or Other Pacific Islanders in Boston were
denied home loans at higher rates than non-Hispanic whites. In addition, the study team’s
analyses indicate that certain minority groups in Boston are more likely than non-Hispanic
whites to receive subprime mortgages (for details, see Figure C-13 in Appendix C).

b. Business credit. Minority- and woman-owned businesses also face substantial difficulties
accessing business credit. For example, during loan pre-application meetings, minority-owned
businesses are given less information about loan products, are subjected to more credit
information requests, and are offered less support than their non-Hispanic white counterparts.?!
Researchers have shown that Black American-owned businesses and Hispanic American-owned
businesses are more likely to forego submitting business loan applications and are more likely to
be denied business credit when they do seek loans, even after accounting for various race- and
gender-neutral factors.92 93,94 In addition, women are less likely to apply for credit and receive
loans of less value when they do. 95 96 Without equal access to business capital, minority- and
woman-owned businesses must operate with less capital than businesses owned by non-
Hispanic white men and rely more on personal finances.97.98. 99,100

$800,000
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Figure 3-8.

Denial rates of conventional
purchase loans for high-income
households in Boston

Note:

High-income households are those with 120%
or more of the HUD area median family income.
Native Americans are combined with Pacific
Islanders due to small samples.

Source:

FFIEC HMDA data 2017. The raw data was
obtained from Consumer Financial Protection
Bureau HMDA data tool:
http://www.consumerfinance.gov/hmda/explore.

C. Business Ownership

Asian American

Black American

Hispanic American

Native American or
Pacific Islander

Non-Hispanic white

7%
.
6%

4%

-7%

Boston

B United States

0% 10% 20% 30% 40%

50% 60% 70% 80% 90% 100%

Nationally, there has been substantial growth in the number of minority- and woman-owned
businesses in recent years. For example, from 2007 to 2012, the number of woman-owned
businesses increased by 27 percent, the number of Black American-owned businesses increased
by 35 percent, and the number of Hispanic American-owned businesses increased by 46
percent.101 Despite the progress that minorities and women have made with regard to business
ownership, important barriers in starting and operating businesses remain. Black Americans,
Hispanic Americans, and women are still less likely to start businesses than non-Hispanic white
men.102,103,104,105 [y addition, although rates of business ownership have increased among
minorities and women, they have been unable to penetrate all industries evenly. Minorities and
women disproportionately own businesses in industries that require less human and financial
capital to be successful and already include large concentrations of minorities and women.

106,107,108

The study team examined rates of business ownership in the Boston construction, architecture
and engineering, other, professional services, goods, and other services industries by

race/ethnicity and gender. As shown in Figure 3-9:

m  Hispanic Americans own construction businesses at a lower rate than non-Hispanic whites.
In addition, women own construction businesses at a lower rate than men.

® Women own architecture and engineering businesses at a lower rate than men.

m  Hispanic Americans, Portuguese Americans, and Subcontinent Asian Americans own other
professional services businesses at a lower rate than non-Hispanic whites.

m  Hispanic Americans own goods businesses at a lower rate than non-Hispanic whites. In
addition, women own goods businesses at a lower rate than men.

m  Asian Pacific Americans and Hispanic Americans own other services businesses at a lower
rate than non-Hispanic whites.
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Figure 3-9.

Bus

iness ownership rates in study-related industries in Boston

Other

Architecture & Professional
Construction Engineering Services Other Services

Race/ethnicity

Asian Pacific American 199 % 4.5 % 248 % 3.5 % 11.1 % **
Black American 22.8 % 10.7 % 34.4 % 3.6 % 5.8 %
Cape Verdean American 21.0 % 00% * 00% * 00% Tt 7.2 %
Hispanic American 14.9 % ** 9.4 % 207 % * 1.9 % ** 6.8% *
Native American 107 % * 00% *t 109% 00% t 00% t
Portuguese American 225 % 8.5 % 14.7 % ** 71 % 11.7 %
Subcontinent Asian American 348 % T 5.9 % 10.3 % ** 21 % 00% *
Other minority group 19.7 % 215% *t 42 % t 00% t 27.0 % **
White American 25.6 % 11.6 % 28.5 % 4.7 % 18.8 %
Gender
Women 12.0 % ** 7.5 % ** 273 % 2.3 % ** 19.7 % **
Men 249 % 123 % 26.5 % 49 % 10.5 %
All individuals 23.7 % 10.8 % 26.9 % 4.1 % 135 %
Note: For each industry and group, business ownership rates were calculated by determining the proportion of total workers in the labor force

and the number that are self-employed as either an incorporated or non-incorporated business. As shown in the figure, the business
ownership rate for Black Americans in the other professional services industry is 34.4%, meaning that of all the Black Americans in the
labor force in the other professional services industry in Boston, 34.4% own their businesses.

*, ** Denotes that the difference in proportions between the minority group and non-Hispanic whites (or between women and) is
statistically significant at the 90% or 95% confidence level, respectively.

+ Denotes that significant differences in proportions were not reported due to small sample size.

Source: BBC Research & Consulting from 2014-2018 ACS 5% Public Use Microdata samples. The raw data extract was obtained through the IPUMS

program of the Minnesota Population Center: http://usa.ipums.org/usa/.

BBC also conducted regression analyses to determine whether race- or gender-based differences
exist in business ownership rates even after statistically controlling for various personal factors

suc
sep
are
sho

h as income, education, and familial status. The study team conducted those analyses

arately for each relevant industry. Figure 3-10 presents the race/ethnicities and genders that
significantly and independently related to business ownership for each relevant industry. As
wn in Figure 3-10, even after accounting for various personal factors:

Being Native American is associated with a lower likelihood of owning a construction
business compared to being non-Hispanic white, and being a woman is associated with a
lower likelihood of owning a construction business compared to being a man.

Being Subcontinent Asian American is associated with a lower likelihood of owning an
other professional services business compared to being non-Hispanic white.

Being a woman is associated with a lower likelihood of owning a goods business compared
to being a man.

Being Asian Pacific American, Black American, or Hispanic American is associated with a
lower likelihood of owning an other services business compared to being non-Hispanic
white.
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Figure 3-10.
. . Indust d Coefficient
Predictors of business B Oetiicien

ownership in relevant industries

. . . Construction
in Boston (probit regression)

Native American -0.7676
Note: Women -0.5833
The referent for each set of categorical variables

is as follows: high school diploma for the
education variables, non-Hispanic whites for the Subcontinent Asian American -0.4417

race variables, and men for the gender variable.

Other professional services

Goods
Source:
Women -0.2735
BBC Research & Consulting from 2014-2018 ACS
5% Public Use Microdata samples. The raw data Other services
extract was obtained through the IPUMS program . " i
of the MN Population Center: Asian Pacific American -0.3648
http://usa.ipums.org/usa. Black American -0.6385
Hispanic American -0.7210
Women 0.3985

D. Business Success

There is a great deal of research indicating that, nationally, minority- and woman-owned
businesses fare worse than businesses owned by non-Hispanic white men. For example, Black
Americans, Native Americans, Hispanic Americans, and women exhibit higher rates of business
closures than non-Hispanic whites and men, respectively. In addition, minority- and woman-
owned businesses have been shown to be less successful than businesses owned by non-
Hispanic whites and men, respectively, using a number of different indicators such as profits and
business size (but also see Robb and Watson 2012).109,110,111 BBC examined data on business
closure, receipts, and business owner earnings to further explore business success in Boston.

Business closure. The study team examined the rates of closure among Massachusetts
businesses by the race/ethnicity and gender of the owners. As shown in Figure 3-11, Black
American- and Hispanic American-owned businesses in Massachusetts appear to close at higher
rates than non-Hispanic white-owned businesses. In addition, woman-owned businesses appear
to close at higher rates than businesses owned by men.

Figure 3-11.

- i 1 0,
Rates of business closure Asian American 29%
in Massachusetts

Black American 43%

Note:
Data include only to non-publicly held businesses. Hispanic American 39%
Equal Gender Ownership refers to those businesses for
which ownership is split evenly between women and White 27%
men.
Statistical significance of these results cannot be Women 33%
determined, because sample sizes were not reported.
Source: Men 26%
Lowrey, Ying. 2010. “Race/Ethnicity and Establishment E | Gend
Dynamics, 2002-2006.” U.S. Small Business qual Gen ?r 29%
Administration Office of Advocacy. Washington D.C. Ownership

Lowrey, Ying. 2014. "Gender and Establishment
Dynamics, 2002-2006." U.S. Small Business
Administration Office of Advocacy. Washington D.C.
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Business receipts. BBC also examined data on business receipts to assess whether minority-
and woman-owned businesses in the Boston metropolitan statistical area (MSA) earn as much as
businesses owned by whites or men, respectively. Figure 3-12 shows mean annual receipts for
businesses in the region by the race/ethnicity and gender of owners. Those results indicate that,
in 2012, all relevant minority groups in the Boston MSA showed lower mean annual business
receipts than businesses owned by whites. In addition, woman-owned businesses in the Boston
MSA showed lower mean annual business receipts than businesses owned by men.

Figure 3-12.
Mean annual business Asian American $334
the Boston MSA and Alaska Native

Black American $78
Note:
Includes employer and non- Hispanic American $116
employer firms. Does not include ) .
publicly-traded companies or other Native Hawaiian and $160
firms not classifiable by Other Pacific Islander
race/ethnicity and gender. White $623
Source:
2012 Survey of Business Owners,
part of the U.S. Census Bureau’s
2012 Economic Census. Women $155

Men $811

S0 $200 $400 $600 $800  $1,000

Figure 3-13.
Mean annual business Asian Pacific American $39,099**
owner earnings in Boston Black American $36,460**
Note: Cape Verdean American $35,346%*
The sample universe is business - - . %
owners age 16 and older who Hispanic American 529/834
reported positive earnings. All Native American $26,630%*
amounts in 2016 dollars. !
** Denotes statistically significant Portuguese American $43,097*
differences from non-Hispanic i ) .
whites (for minority groups) or from Subcontinent Asian American $52,109
men4(f°rwomen)’ atthe 95% Other Race Minority $27,445%*
confidence level. ’
Source: White American $54,265
BBC Research & Consulting from
2014 -2018 ACS 5% Public Use Microdata
sample. The raw data extract was Women $36,947**
obtained through the IPUMS program of
the MN Population Center: Men $61,402
http://usa.ipums.org/usa/. T T T
S0 $20,000 $40,000 $60,000 $80,000

Business owner earnings. The study team analyzed business owner earnings to assess
whether minorities and women in Boston earn as much from the businesses they own as non-
Hispanic whites and men do, respectively. As shown in Figure 3-13:

®  Asian Pacific Americans, Black Americans, Cape Verdean Americans, Hispanic Americans,
Native Americans, Portuguese Americans, and other race minorities earned less on average
from their businesses than non-Hispanic whites earned from their businesses; and
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m Women earned less from their businesses than men earned from their businesses.

BBC also conducted regression analyses to determine whether differences in business owner
earnings exist even after statistically controlling for various personal factors such as age,
education, and family status. The results of those analyses indicated that, compared to being
non-Hispanic white, being Asian Pacific American was associated with substantially lower
business owner earnings. Similarly, being a woman was associated with substantially lower
business owner earnings than being a man (for details, see Figure C-30 in Appendix C).

E. Summary

BBC'’s analyses of marketplace conditions indicate that minorities and women face certain
barriers in Boston. Existing research, as well as primary research that the study team conducted,
indicate that disparities exist in terms of acquiring human capital, accruing financial capital,
owning businesses, and operating successful businesses. In many cases, there is evidence that
those disparities exist even after accounting for various race- and gender-neutral factors such as
age, income, education, and familial status. There is also evidence that many disparities are
due—at least, in part—to discrimination.

Barriers in the marketplace likely have important effects on the ability of minorities and women,
to start businesses in relevant industries—construction, architecture and engineering, other
professional services, goods, and other services—and operating those businesses successfully.
Any difficulties that those individuals face in starting and operating businesses may reduce their
availability for government work and may also reduce the degree to which they are able to
successfully compete for government contracts. In addition, the existence of barriers in the
marketplace indicates that government agencies in the region may be passively participating in
discrimination that makes it more difficult for minority- and woman-owned businesses to
successfully compete for their contracts. Many courts have held that passive participation in any
race- or gender-based discrimination establishes a compelling governmental interest for
agencies to take remedial action to address such discrimination.
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CHAPTER 4.
Collection and Analysis of Contract Data

Chapter 4 provides an overview of the policies that the Boston Planning & Development Agency
(BPDA) uses to award contracts and procurements; the contracts and procurements that BBC
Research & Consulting (BBC) analyzed as part of the disparity study; and the process that BBC
used to collect relevant prime contract, procurement, and subcontract data for the disparity
study. Chapter 4 is organized into six parts:

Overview of contracting and procurement policies;

Collection and analysis of contract and procurement data;

Collection of vendor data;

Relevant geographic market area;

Relevant types of work; and

mmY 0w

Agency review process.

A. Overview of Contracting and Procurement Policies

The Budget and Finance Department provides guidance to the BPDA to ensure consistency in
procurement procedures and compliance with the Massachusetts General Law (MGL), City of
Boston regulations, and administrative policies. The BPDA has developed detailed guidelines for
the procurement of goods, supplies, and services. The Budget and Finance Department is
responsible for all BPDA purchases and contracts. It is also responsible for establishing and
maintaining procurement policies and procedures and ensuring compliance with those policies.
The BPDA has the authority to appoint a Chief Procurement Officer to carry out procurements in
accordance with the governing laws and regulations.2

1. Procurement procedures. The BPDA uses various purchasing methods, depending on the
estimated cost of the purchase; the required goods or services; and the needs of the using
department. In general, the BPDA’s purchasing procedures can be categorized into three types:
small purchases, written quotes, and competitive public bids. Most BPDA purchases are
procured using one of those three processes. In addition, the BPDA exercises specific processes
for purchasing special procurements.

a. Small purchases. The BPDA follows small purchase procedures for all procurements worth
less than $10,000. To make small purchases, whenever possible, the BPDA uses blanket
contracts that the Commonwealth of Massachusetts (the Commonwealth) Operational Services

1 The Commonwealth of Massachusetts General Law (M.G.L.) Chapter 30B regulates all procurements made within the State.

2 M.G.L. Chapter 30B
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awards. When the BPDA cannot make small purchases through a state blanket contract, it
encourages the using department to solicit three vendors for price quotes, and they must
encourage and maximize opportunities for certified local businesses and minority- and woman-
owned businesses.

b. Competitive quotes. The BPDA follows competitive written quote procedures to procure
goods, non-professional services, and construction services worth at least $10,000 but less than
$50,000. The Chief Procurement Officer administers competitive quote procedures. As part of
competitive quote procedures, the BPDA must issue invitations to bid (ITBs) and seek a
minimum of three written quotes by fax, email, telephone, or standard mail. The solicitations
must be advertised for two weeks before bids are due in the Boston Herald, on the agency’s
website, and on the Commonwealth’s Central Register of Goods and Services Bulletin. The
solicitation may also be advertised on COMMBUYS, the Commonwealth’s procurement website.
The BPDA is also permitted to directly advertise the ITB directly to relevant vendors. The Budget
and Finance Department opens and evaluates all competitive quotes and then awards the
contract to the lowest responsive and responsible vendor. For construction services worth at
least $10,000 but less than $50,000, the solicitation must also contain information on required
Occupational Safety and Health Administration (OSHA) training and the relevant prevailing
wages for the contract.34

c. Competitive bids. As required by MGL Chapter 30B, the BPDA follows public bidding
procedures—which require invitations for sealed bids—to award goods, non-professional
services, and construction services contracts worth $50,000 or more.5 The using department
must submit a procurement memorandum to the Chief Procurement Officer detailing the
required goods or services, the estimated value, and the funding source. The Chief Procurement
Officer is then responsible for administering a competitive bidding process. Under public bidding
procedures, the solicitation must be advertised on the 9t floor of City Hall; in the Boston Herald
or another newspaper of general circulation; on the using departments website; in the Central
Register of Goods and Services Bulletin; and via a legal notice at least 14 days prior to bid
opening. Invitations for bids must include a description of the required goods or services; details
about how bids will be evaluated; contractual terms and conditions; times and locations for bid
openings; and other relevant information. The Budget and Finance Department must open the
bids publicly at the time and location designated in the corresponding solicitation. After public
opening, the Chief Procurement Officer evaluates each bid or proposal for responsiveness and
completeness. They then award the contract to the lowest responsive and responsible bidder.

3 Massachusetts General Laws Chapter 149 §§44A-] ("Chapter 149") governs all contracts for the construction, reconstruction,
installation, demolition, maintenance, or repair of a building, unless the work falls under one of the following exceptions: a
sewer or water supply building, whose sole function is to house pumps and related equipment (instead subject to Chapter 30,
§39M) or energy-saving improvements to public buildings (instead subject to Chapter 25A).

4 Massachusetts General Laws Chapter 30 §39M ("Chapter 30") governs all contracts for construction, reconstruction,
alteration, remodeling, or repair that do not include work on a public building. This type of work is generally called “horizontal
construction” and includes: construction and repair of roads, bridges, water mains and sewers, and improvement to public land
such as public parks, outdoor swimming pools and parking lots.

5 MGL Chapter 149 Section §§A-C excludes the construction of a pump station integral to sewer or water construction from the
competitive bid requirements.
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i. Construction contracts worth at least $50,000 but less than $100,000. Construction contracts
worth more than $50,000 but less than $100,000 must be procured through a competitive
bidding process. In addition to a completed bid packet, vendors must also submit a 5 percent bid
deposit and a 50 percent payment bond to be considered responsive.

ii. Construction contracts worth more than $100,000 but less than $10 million. Construction
contracts worth more than $100,000 but less than $10 million carry additional bid
requirements. Prime contractors must also apply for bidder certification through the
Commonwealth’s Division of Capital Asset Management and Maintenance (DCAMM)—and
submit proof of certification with their bids—and submit documentation for any subcontractors
to which they commit $25,000 or more (i.e., sub-bids). Any subcontractors receiving more than
$25,000 worth of work are also required to submit DCAMM certification documents.6 All
required sub-bids must be delivered at least four and a half business days before the bid
opening.

iii. Construction contracts worth $10 million or more. The BPDA also procures construction
contracts worth $10 million or more through a competitive bidding process but must first solicit
potential vendors for statements of qualification.” A request for qualifications (RFQ) must be
advertised for a minimum of two weeks.8 In addition, per MGL Chapter 149 Section 44D, all
prime contractors and subcontractors that propose on construction contracts worth $10 million
or more must first apply for prequalification and be evaluated by a prequalification committee
that the BPDA establishes. Prequalification committees comprise one BPDA designer and three
additional BPDA representatives. Vendors applying for prequalification must demonstrate that
they have adequate experience, are competent and responsible, and have the necessary financial
resources to comply with state code. Once prequalified, vendors are invited to bid on relevant
contracts.

d. Design services. The BPDA typically procures design services according to written quote or
request for proposals (RFPs) procedures. When design fees are worth less than $30,000, the
written quote process is encouraged but not required. When design fees are worth $30,000 or
more, the BPDA must award contracts through an RFQ process. RFQs must be publicly
advertised in a newspaper circulated throughout the City of Boston, in local minority papers, and
on department bulletin boards at least two weeks before proposal deadlines. The using
department has the authority to enter negotiations with the highest scoring firm.

6 Filed sub-bids are required for sub-trade work exceeding a value of $25,000 in the following categories: Masonry Work,
Acoustical tile, Metal windows, Electrical work, Misc. and ornamental iron, Elevators, Painting, Fire protection sprinkler
systems, Plumbing, Glass and glazing, Resilient floors, Heating, ventilating, AC, Roofing / flashing, Lathing / plastering,
Terrazzo, Marble, Tile, Waterproofing, damp-proofing and caulking.

7 Prequalification for GC and subcontractors: For M.G.L. c. 149 building contracts estimated to cost $10 million or more, general
bidders and filed sub-bidders must be prequalified in accordance with the detailed prequalification procedures contained in
M.G.L. c. 149

8 The BPDA is not required to issue an RFQ for construction contracts related to horizontal construction.
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2. Special procurements. The BPDA can use special purchasing methods in situations
provided under MGL Chapter 30B. The need for special procurements must qualify under one of
the following criteria:

m  Purchases where there is a single source for supply;°
®  Purchases made under emergency conditions;

m  Purchases for which the use of other purchasing methods resulted in no responsive offers;

m  Purchases for which the use of other purchasing methods would seriously impair the
functioning of the department;

m  Purchases for which a deadline for action has been set by any court or federal agency that
cannot be met using other selection procedures;

®m  Purchases made through intergovernmental agreements;
m  [ssuance of bonds, notes, or securities or contracts for the procurement thereof;
m  Contracts with health care providers or organizations;

m  Contracts for snow plowing services, towing services, or storage for motor vehicles by a
government body;10

m  Contracts to sell, lease, or acquire property; or

m  Contracts for collection or disposal of solid waste, recyclable materials, or compostable
materials.

The Budget and Finance Department requires as much competition as practical even when using
special procurement practices. In addition, the originating department must provide written
justification for why the use of a special procurement method was necessary.

B. Collection and Analysis of Contract and Procurement Data

BBC collected contracting and vendor data from the BPDA'’s Financial Edge system and directly
from prime contractors to serve as the basis of key disparity study analyses, including the
utilization, availability, and disparity analyses. The study team collected data on prime contracts
and subcontracts that the BPDA awarded between July 1, 2014 and June 30, 2019. BBC sought
data that included information about prime contracts and subcontracts regardless of the
race/ethnicity and gender of the owners of the businesses that performed on those contracts or
their statuses as certified woman- or minority-owned businesses. The study team collected data
on construction, construction design, other professional services, support services, and goods
and supplies prime contracts and subcontracts.

1. Prime contract data collection. The BPDA provided BBC with the following information
about each relevant prime contract that it awarded during the study period:

9 Single-source procurements worth more than $35,000 are not allowed except when purchasing software maintenance
services, library books, educational materials, or utilities.

10 M.G.L. c.30B, §1(b)(17).
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m  Contract or purchase order number;

m  Description of work;

m  Award date;

m  Award amount (including change orders and amendments);

®  Amount paid-to-date (as available);

m Whether the contract or procurement was part of a statewide or MassWorks contract;

m  Prime contractor name; and

®  Prime contractor identification number.

The BPDA advised BBC on how to interpret the provided data, including how to identify unique

bid opportunities and, as needed, how to aggregate purchase order and related payment
amounts.

2. Subcontract data collection. The BPDA does not collect comprehensive information about
subcontracts associated with the prime contracts the agency awards. In order to gather data
about BPDA subcontracts, BBC conducted surveys with prime contractors to collect information
on subcontracts that were associated with the contracts on which they worked during the study
period. BBC collected subcontract information about relevant construction and professional
services contracts that the BPDA awarded during the study period. BBC sent out surveys via mail
and email to request subcontract data associated with 96 prime contracts that the BPDA
awarded during the study period, accounting for approximately $57 million. BBC collected the
following information about each relevant subcontract as part of the survey process:

m  Associated prime contract number;

m  Subcontract commitment amount;

®  Amount paid on the su