
2010 REGIONAL TRANSPORTATION AUTHORITY  
DISADVANTAGED BUSINESS ENTERPRISE GOAL RATIONALE 

 
In accordance with 49 CFR §26.45, the Regional Transportation Authority (RTA) proposes to set 
an overall goal for Fiscal Year 2010 of 19% Disadvantaged Business Enterprise (DBE) 
participation.  Of this goal, the RTA expects to meet 2% through race-neutral measures and 17% 
through race-conscious measures. 

 
The RTA believes that there is ample evidence of the continuing effects of past discrimination to 
support its DBE program.  The RTA evaluated evidence of discrimination presented in Northern 
Contracting v. State of Illinois Department of Transportation (IDOT), 2005 WL 2230195 
(U.S.D.C. N.D. Ill).  IDOT conducted a non-goals experiment from 2001 to 2002 and found that 
DBE utilization was just 1.3% in contrast to its voluntary 15% DBE contracting goal.  IDOT’s 
study showed that “in a discrimination-free marketplace (statewide) DBE availability would be 
approximately 20.8% higher, resulting in an overall corrected weighted average DBE availability 
of 27.51% (statewide).” Id. at 8.  Furthermore, IDOT’s analysis included a Metra study of the 
same six country area applicable to the RTA which found that “50.6% of minority– or women–
owned construction firms reported that firms that use or solicit their services on contracts with 
race or gender participation goals rarely or never solicit or subcontract with their firm on non-
goals projects.” Id.   

 
RTA’s Goal Setting Procedure 
 
In order to set its base figure, step 1 in the goal setting process set forth in §26.45(c),  the RTA 
adopted the 21% Fiscal Year 2010 DBE goal of the Commuter Rail Division of the Regional 
Transportation Authority d/b/a Metra (Metra), another Federal Transit Administration (FTA) 
recipient, as its base figure, as permitted by §26.45(c)(4).  Metra’s marketplace for federally 
assisted contracts is the Chicago Metropolitan Statistical Area (MSA), which is substantially 
similar to that of the RTA, based upon past contracting patterns.   
 
Metra’s DBE goal is based, in part, upon an availability study conducted for it by National 
Economic Research Associates, Inc. (NERA), attached hereto as Exhibit A.  The NERA study 
analyzed four years of contract and subcontract data and assigned a four-digit Standard Industrial 
Classification (SIC) code to each record in the contract database.  In order to determine the 
relative importance to Metra of the industries identified in the product market, a calculation was 
made of the percent of dollars on Metra contracts and subcontracts paid to each four-digit SIC 
code.  Dun & Bradstreet’s MarketPlace database was used to determine the total number of firms 
operating in the relevant SIC codes within the MSA. A master DBE directory was developed and 
restricted to firms in the relevant industry specialties and located in the MSA.  Undercount and 
over-count surveys were conducted and adjustments were made based upon the results.  This 
data was used to estimate the availability of all DBEs in the MSA by four-digit SIC codes.  
These estimates were then weighted by geography and dollars spent, yielding the overall 
weighted average of availability for DBEs within Metra’s geographic market for construction 
and professional services, broken down by prime contractor and subcontractor availability. 

 
Metra’s 21% Fiscal Year 2010 DBE goal is based on the availability calculations for DBE’s on 
both construction and professional services. However, the RTA does not engage in any 



construction.  Therefore, the RTA looked only at the DBE availability for professional services 
as set forth in the NERA study.  The RTA believes that this study reflects the best available data 
on the availability of DBEs in the RTA’s market.  It is based upon a comprehensive database that 
includes most SIC codes in which RTA will award prime contracts and subcontracts.  According 
to the NERA study, the average DBE availability of both DBE prime and subcontractors for 
professional services contracts is 19.55% (20.1% prime contractors + 19.0% subcontractors = 
19.55%). 
 
As previously stated, the base figure provides a measurement of the relative availability of DBEs 
in the RTA’s relevant marketplace.  Next, the RTA considered whether to adjust the base figure, 
in accordance with step 2 of the goal setting procedure set forth in §26.45(d).  RTA’s step 2 
analysis began with a review of the limited data it had relevant to its own contracting.  This 
analysis included a review of both DBE participation on past RTA contracts and RTA’s 
anticipated future contracting opportunities.   

 
The RTA does not have a large amount of data available regarding its past DBE performance on 
federally funded contracting activities since the RTA DBE program is only four years old and 
the RTA enters into relatively few contracts using federal funding.  A further complication is that 
most of the RTA’s federally funded contracting activity involves pass-through grants to sub-
recipients, including the three transit agencies in the Chicagoland region for transit purposes and 
local governments primarily for planning activities related to transit.  During the period of 
October 1, 2007 – March 31, 2009, the RTA entered into 18 contracts funded, in whole or in 
part, with federal funds (including grants to local governments) totaling $3,376,398.  All 
references in this letter to federally funded contracts include grant funds to local governments as 
well as RTA direct third party contracts but do not include grant funds to the Chicago Transit 
Authority (CTA), the Suburban Bus Division of the Regional Transportation Authority d/b/a 
Pace (Pace), and Metra.  The RTA does not track DBE participation on grants to the three transit 
agencies since they have their own DBE programs.   

 
The RTA found that its total DBE goal attainment from October 1, 2007 – March 31, 2009 on 
federally funded contracts was 27.34%.  This attainment figure for the federally funded RTA 
contracts is based on 18 federally funded contracts.  As noted in the RTA’s July 31, 2008 DBE 
goal letter, it should be pointed out that, since the RTA enters into relatively few contracts with 
federal funding, one large contract can skew the goal attainment numbers.  For example, during 
the period of October 1, 2007 - March 31, 2008, the RTA experienced disproportionately large 
contracts with high DBE participation; therefore, the DBE goal attainment for this period was 
significantly higher, having a 31% DBE attainment figure.  During the period between April 1, 
2008 and September 31, 2008, DBE participation was again skewed, by a single large contract 
with a high percentage of DBE participation, resulting in a 29.75% DBE attainment figure.  In 
contrast, the DBE goal attainment for the reporting period October 1, 2008 – March 31, 2009, 
during which the RTA did not enter into any unusually large contracts utilizing federal funds, 
was 15.8%. 
 
While the RTA expects that the types of federally funded contracts it will enter into in Fiscal 
Year 2010 will be similar to the types of contracts it entered into from October 1, 2007 – March 
31, 2009, it cannot know if there will be a disproportionately large contract to skew its goal 
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attainment numbers in 2010.  Thus, the RTA did not feel it could give its past contracting 
experience on federally funded contracts alone too much weight when setting its Fiscal Year 
2010 goal.      
 
Next, the RTA reviewed its anticipated federally funded contracting activity for Fiscal Year 2010 
to determine if there were likely to be any changes from the level of contracting engaged in by 
RTA in the previous fiscal years.   
 
The RTA was recently awarded a $1.6 million grant of federal money through IDOT to pursue a 
Green Transit Plan.  The grant is available through 2011.  The RTA anticipates using 
approximately one-third of this money to retain consultants to conduct a study to evaluate 
emissions, fuel consumption and the environmental impact of public transit operations in 
northeastern Illinois.  The remainder of the money would be used to fund test programs to reduce 
the environmental impact of public transit utilizing strategies derived from the study.  While the 
RTA anticipates that subcontracting opportunities for DBE participation will be available in 
connection with these contracts, the potential level of such participation is not known at this 
time. 
 
Additionally, the RTA expects to obtain DBE participation on contracts funded with non-federal 
funds.  On January 18, 2008, the Illinois General Assembly passed historic legislation granting 
the RTA system additional operating assistance.  This legislation also included reforms that 
broadened the RTA’s oversight powers over the system.  It is anticipated that additional 
contracting opportunities may open up to support the continuing implementation of these 
reforms.  This may increase the anticipated DBE participation on RTA contracts regardless of 
the funding source.  However, the precise nature of these opportunities is not known at this time; 
therefore, it is unclear how this likely additional contracting activity will affect the RTA’s 2010 
DBE goal attainment. 
 
Lastly, the RTA analyzed the difference between Metra’s contracting program and its own.  The 
most substantial difference is that Metra issues many more and larger contracts than the RTA. 
Thus, barriers to DBE participation on Metra’s contracts, such as a project size that is too large 
or the high cost of bidding, do not apply to the RTA’s contracting program, which may make it 
easier for DBEs to bid on the RTA’s contracts.  However, unlike Metra, the RTA enters into few 
traditional engineering, construction and architectural contracts.  Contracts in these fields 
generally provide substantial subcontracting opportunities.  Instead the RTA’s contracting is 
primarily in the transit planning field where there is much less subcontracting opportunity. 
Therefore, the RTA determined that these differences in contracting programs supported a slight 
downward adjustment in the base figure for the RTA’s DBE goal attainment in Fiscal Year 
2009.   
 
Taking all of these factors into account, the RTA has determined that a modest downward adjust 
in the base figure for the RTA’s DBE goal in 2010 is appropriate, and proposes an overall Fiscal 
Year 2010 DBE participation goal of 19% on its federally funded contracting activity.   
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Breakdown of Estimated Race-Neutral and Race-Conscious Participation 
 
49 CFR §26.51(c) requires that the RTA project the portion of the goal it expects to meet through 
race-neutral means.  In view of the RTA’s limited contracting history, it has little reasonable 
basis upon which to make such a projection.  However, based on RTA’s historical goal of 17% 
participation on its contracts prior to 1999 when federal operating assistance for transit was 
discontinued, the RTA projects that it will meet 2% of its agency DBE goal through race-neutral 
means.  Furthermore, RTA will use its best efforts to utilize DBEs through race-neutral measures 
to the greatest possible extent.   
 
The RTA consistently conducts outreach to DBEs to provide information regarding opportunities 
to participate in RTA projects and procurements.  One of the RTA’s significant outreach 
initiatives is the annual Transportation Symposium & Business Exchange (the “Transportation 
Symposium”).  This networking and informational event has been held for the past twelve years. 
The purpose of this event is to inform vendors of upcoming business opportunities at each of the 
participating agencies.  This event provides vendors with information of upcoming business 
opportunities. An informational procurement workshop is held prior to the start of the 
networking portion of the Transportation Symposium to provide attendees with information and 
to answer questions they may have. The Transportation Symposium provides participants an 
opportunity to meet and have a one-on-one business exchange with RTA procurement and DBE 
staff, as well as staff from each participating agency.  Also, companies that have large dollar 
contracts with the RTA and the other sponsor agencies are invited to participate as exhibitors to 
explore DBE and sub-contracting partnerships.  Because the Symposium serves as an extensive 
outreach effort, the RTA firmly believes such participation increases DBE participation procured 
through both race neutral and race conscious means by increasing awareness of the RTA and its 
procurements.  The attendance at this event has averaged approximately 500 registered 
participants. This year’s event will be held on December 1, 2009. 
 
Representatives from the RTA also participate on committees of minority and female 
organizations and attend numerous events and programs to provide information about the RTA 
and to assist in identifying and utilizing DBEs, such as: 
 

• Annual Minority Business Development Council/Chicago Business Opportunity Fair 
• Women’s Business Development Council (WBDC) Annual Entrepreneurial Woman’s 

Conference 
• Annual Illinois Hispanic Chamber of Commerce Business Expo 
• Illinois Association of Public Procurement Officials (IAPPO) Reverse Vendor Fair  
• Chicago Cosmopolitan Chamber of Commerce Business Fair  
• HACIA’S Midwest Construction Expo 
• Annual Black Women’s Expo/small Business Expo 
 

For Fiscal Year 2010, the RTA estimates it will achieve 2% DBE participation through race-
neutral measures and 17% DBE participation through race-conscious contract goals.  However, 
the RTA believes that its outreach efforts increase the likelihood that the race-neutral portion of 
its DBE goal will increase in future years. 
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Public Participation 
 
In conformance with the requirement that the RTA seek public participation in its goal setting 
process, has published a notice announcing its proposed DBE goal for Fiscal Year 2010, as 
required by §26.45(g).  Copies of its public notices are attached as Exhibits B and C to this 
document.  
  
Exhibit A: NERA study  
Exhibit B:  (Copy of Public Notice to Minority, Women and General Contracting Groups) 
Exhibit C:  (Copy of Public Notice announcing proposed goal) 
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rates among firms that desired additional credit, black-owned firms are roughly 25 percentage

points less likely to obtain credit. For Hispanic-owned firms, however, selection bias is evident.

Among the pool of loan applicants, Hispanic-owned firms are not statistically significantly more

likely to be denied than other firms with the same characteristics. The previously statistically

insignificant result for Hispanics in Table 29 now becomes significant in Table 35. Among the pool

of firms seeking additional credit, Hispanic-owned firms are 15 percentage points more likely to be

denied access to credit, and this difference is statistically significant. Results are broadly similar in

the ENC and in construction to those obtained nationally even though they are derived from much

smaller samples.

Table 35. Models of Failure to Obtain Credit Among Firms that Desired
Additional Credit

Specification Black
Asian/

Pacific Islanders
Native Americans Hispanic

a) USA

No Other Control Variables
(n=2,647)

0.442
(14.44)

0.287
(6.59)

0.194
(1.66)

0.275
(7.13)

b) East North Central
Full Set of Control Variables
(same as Table 4, Column 3
except for loan characteristics)
(n=2,634)

.277
(7.39)

.174
(3.52)

.002
(0.01)

.153
(3.41)

No Other Control Variables
(n=437)

0.493
(6.35)

0.409
(2.93)

0.058
(0.20)

0.440
(2.90)

Full Set of Control Variables
(same as Table 4, Column 3
except for loan characteristics)
(n=437)

.281
(3.27)

.314
(2.02)

-.137
(0.67)

.323
(1.97)

c) Construction

No Other Control Variables
(n=463)

0.410
(6.11)

.192
(1.43)

.278
(0.99)

0.238
(2.51)

Full Set of Control Variables
(same as Table 4, Column 3
except for loan characteristics)
(n=460)

.297
(3.61)

.164
(0.96)

 .193
(0.51)

.103
(0.92)

Notes:  The sample consists of all firms that applied for loans along with those who needed credit, but didn’t apply
for fear of refusal. Failure to obtain credit includes those firms that were denied and those that did not apply for fear
of refusal. Dependent variable is unity if the firm failed to obtain credit and zero if the firm applied for credit and
had their loan application approved. Native Americans include American Indians and Alaskan Eskimo.
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Source:  Authors’ calculations from 1993 NSSBF.

7. Caveats

The results presented indicate that black-owned firms particularly face obstacles in

obtaining credit that are unrelated to their credit worthiness. Although one explanation for these

findings is that these firms are discriminated against, we raise a few additional factors worth

considering before one can draw definitive conclusions.

First, as in any regression-based study, our analysis hinges upon the proposition that all the

factors that are related to loan denial rates by race have been included in our statistical model. If,

for example, blacks possess some unobservable characteristic that makes them less creditworthy,

then our statistical finding would overstate the extent of discrimination. To reduce this possibility,

the models we have estimated include an extensive array of factors that could conceivable affect

loan decisions. Moreover, we have also estimated several alternative specifications that could

potentially identify the impact of such a bias. Throughout, we have consistently found that blacks

are disadvantaged in the small business credit market and that our specification tests support the

interpretation of discrimination. Nevertheless, we acknowledge that a bias in that direction may

remain, even though we believe its likelihood is rather small if present.

Another potential criticism is that this study has examined loan denial rates rather than loan

default rates; some have claimed that the latter provides a more appropriate strategy for identifying

discrimination. For example, if banks only approve loans for relatively good black firms then black

firms should exhibit relatively low default rates. Such an approach has several significant

shortcomings that are detailed in Browne and Tootell (1995) and Ladd (1998). For instance, one

problem is that it relies on the distribution of default probabilities being similar for black and white

applicants meeting the acceptance standard used for white firms. A further problem is that it

assumes that the loan originators know with a high degree of precision what determines defaults,

but little hard information exists on what causes default. Additionally, it would be hard to

disentangle the factors associated with differences in default rates between white and black-owned

firms given the fact that black-owned firms that obtain credit are charged higher interest rates, as

we have shown. Finally, such an analysis would require longitudinal data, tracking firms for a few

years following loan origination, that does not exist. While we have highlighted the potential

limitations of such an analysis, we believe that it would be fruitful for this sort of longitudinal data

collection to take place and for future research to investigate this question more fully.
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In addition, many of the criticisms levied against Munnell et al. (1996) may be relevant here

as well. Yet these criticisms appear to have been effectively countered by some of the authors (see

Browne and Tootell, 1995; Tootell, 1996). What is important to keep in mind in reference to this

work compared to that one is the magnitude of the estimated racial disparity. The absolute size of

the raw racial differences found in the mortgage study are considerably smaller than those observed

in this study regarding business credit.48 Some of the difference in denial rates between the races in

both studies appears to be due to differences in the characteristics of the applicants. Even after

controlling for these differences, however, the gap in denial rates in the small business credit

market is considerably larger than that found in the mortgage market.49 The larger size and

significance of the effects found in our analyses reduce the possibility that the observed differences

can be explained away by some quirk of the econometric estimation procedure.

It could be claimed that the data used in this study is not relevant to the Chicago

metropolitan area because it is a national survey. That criticism is inappropriate because a) the data

are of high quality; b) when disaggregated estimates are obtained, for both the ENC region and

construction, they are very similar to those obtained from the national data; c) the market for small

business credit is not solely local; firms commonly make use of out-of-state financial institutions.

8. Conclusions

Our analysis finds significant evidence that black-owned businesses face impediments to

obtaining credit that go beyond observable differences in their credit worthiness. These firms are

more likely to report that credit availability was a problem in the past and expect it to be a problem

in the future. In fact, these concerns prevent more black-owned firms from applying for loans

because they feared being turned down due to prejudice or discrimination. We also found that loan

denial rates are significantly higher for black-owned firms than for white-owned firms even after

taking into account differences in an extensive array of measures of credit-worthiness and other

characteristics. This result appears to be largely insensitive to changes in econometric specification.

Overall, the evidence is consistent that black-owned firms are disadvantaged in the market for small

                                                       
48 In the Boston Fed study 10% of white’s mortgage applications were rejected compared with 28% for blacks;

loan denial rates for business credit in this study were 26.9 percent and 65.9 percent for white- and black-owned
firms respectively.

49 The ceteris paribus gap between blacks and whites is 25 percentage points in denial rates between the races in
the small business credit market compared with 7 percentage points in the mortgage market.
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business credit, which would traditionally be attributed to discrimination. We found little or no

evidence that female-owned firms are discriminated against in this market.

The magnitude of the racial difference in small business loan approval rates is substantial,

even after controlling for observed differences in credit-worthiness, and considerably larger than

that found in the analysis of discrimination in mortgage markets. Why do the results for small

business loans differ so markedly from those obtained from mortgage loans? First, many mortgages

are sold in the secondary market and a substantial fraction of mortgage lenders have little intention

of keeping the loans they make. This added "distance" in the transaction might reduce the

likelihood of discrimination. As Day and Liebowitz, (1998) point out, "economic self-interest,

therefore, should reduce racial discrimination in this market more completely than in many others"

(p.6). A highly sophisticated secondary market for loans to small firms does not exist. Second, the

presence of special programs and regulatory incentives to encourage banks and others to increase

their mortgage lending to minorities gives these groups some advantages in obtaining a mortgage.

Additional research might seek to provide alternative explanations.

9. Evidence from  DBE and Non-BE Credit Surveys in Chicago

It could be claimed that the data used in this study are not relevant to METRA’s geographic

market area because they are drawn from a national survey. That criticism is inappropriate because

a) the data are of high quality; b) when disaggregated estimates are obtained, for both the ENC

region and construction, they are very similar to those obtained from the national data; c) the

market for small business credit is not solely local; firms commonly make use of out-of-state

financial institutions. In order to check whether this was the case we conducted our own mail

survey within METRA’s six-county geographic market area, using a questionnaire based closely on

that used in the NSSBF survey of 1993. We obtained a total of 249 usable responses from

construction firms, with the largest concentrations taken from building construction (62); heavy

construction (24); special trade contractors (75); engineering services (35) and architects (23).50 As

                                                       
50 Of the 5,474 firms in METRA’s geographic and product markets that received the questionnaire, 379

firms (6.9 percent) responded to the survey. These figures exclude any surveys that were returned undelivered
and any responses that were received too late to be included in the analysis. Of the 379 respondents, 123
indicated that they had not worked on public-sector or private-sector construction projects in the Chicago
metropolitan area at any time during the last five years. Another seven respondents were removed from the
analysis because their loan application data was more than three years old. Of the remaining 249 respondents, 71
(28.5 percent) were MBEs, 78 (31 percent) were WBEs, and 100 (40.2 percent) were white male-owned
business enterprises.



Adjustment of Baseline Availability 75

n/e/r/a
Consulting Economists

we show below, the results found are remarkably consistent with those reported earlier for the East

North Central region in particular as well as the U.S. as a whole.

Table 36 presents sample means from these data for all of the firms in the sample that

applied for credit at any time in the three years prior to the survey. The estimates indicate that

black-owned firms are nearly seven times as likely to have a loan application rejected as white-

owned firms. This difference is considerably higher than that which was found for the U.S. as a

whole (Table 17) or for the East North Central (Table 18) — 65.9 percent versus 26.9 percent and

58.7 percent and 18.6 percent respectively. Minority-owned firms in Chicago were younger,

smaller and less credit-worthy than firms owned by other racial groups, measured by whether the

owner had: a) been bankrupt at any time during the preceding seven years, b) been delinquent for

more than 60 days on personal obligations during the previous three years, c) been delinquent for

more than 60 days on business obligations during the previous three years, or d) had legal

judgments entered against them during the previous three years.

Table 37 reports some qualitative evidence on the nature of the problems that firms

experienced during the 12 months preceding the survey. 60% of black-owned firms reported that

credit market conditions were a serious problem compared with only 10% of white owned firms.

Although black-owned firms were more likely to have had serious problems with other issues (e.g.

health insurance costs) the gap between the experiences of black- and white-owned firms was much

less pronounced than in relation to credit availability, confirming earlier results in Table 20, Table

21, and Table 22.

We now move on to examine whether loan denial probabilities in the Chicago survey are

similar to those reported in Table 28. Recall that it was reported in these tables that black-owned

firms were more than twenty percentage points more likely to have a loan request denied than were

white-owned firms, even after controlling for differences in creditworthiness. This result is

confirmed in Table 38 using the Chicago data. The raw difference in column 1 is 46.7 percentage

points which falls to 22.5 percentage points once a variety of controls are included that allow for

the different financial circumstances of the firms. The number of controls is somewhat less than

included in the earlier tables but this is driven by the fact that the sample size is small (n=145) and a

desire not to over-parameterize the model. Despite the sample size the results are striking — black-

owned firms are much more likely to have a loan application denied than are white-owned firms.

To determine whether the results for METRA’s geographic market area are significantly different
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from the findings reported in Table 26, Table 27, and Table 28 above, we pooled the two samples

together and re-estimated the model.51 Results are reported in column four, which just includes a

year indicator. Column five includes interaction terms on the black and Hispanic indicators. The

implication of the insignificance of the coefficients on these two interaction terms, of course, is that

the results for METRA’s geographic area are not significantly different from those for the U.S. as a

whole.

The finding that loan denial probabilities have similar characteristics in the Chicago area

sample to those reported earlier using the NSSBF data is repeated in Table 39 and Table 40. In

Table 39, we consider whether black-owned firms are treated differently from white-owned firms

when requesting credit from other sources – more precisely we examine the probability that a firm

uses either a business credit card (row one) or a personal credit card (row two) to finance business

expenses holding constant other differences across firms. In neither case could we find any

evidence that black-owned firms were less likely to have access to such cards. In Table 40 we

model the rate of interest charged, conditional upon receiving loan approval. We find that black-

owned firms pay a one percentage point higher rate of interest than do comparable white-owned

firms. In column four the Chicago area data set was merged with that from the NSSBF for the

samples of firms whose loans were approved. The insignificance of the black and Hispanic

interaction terms is a direct test of whether the findings from the two surveys are significantly

different from each other. They are not.

On the basis of the foregoing, we conclude that the evidence from our study of METRA’s

geographic market area is entirely consistent with the results obtained earlier using data from the

NSSBF.

                                                       
51  In column three of Table 26 the coefficient on the black dummy is .234 for the U.S.; .175 for East North Central

in column four of Table 27 and also for Construction in column four of Table 28.
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Table 36. Selected Sample Means of Loan Applicants — METRA
Geographic Market Area

Sample Characteristic All White Black Hispanics
Other
Races

% loan applications denied 14.5 7.2 50.0 18.8 14.3

% owner with judgments against them 4.4 3.6 10.7 8.0 0

% firm delinquent on business obligations  28.3 22.7 63.0 34.8 20.8

% owner delinq. on personal obligations  13.1 7.9 55.6 13.6 0

% owner declared bankrupt in past 7 years 3.6 0 21.4 8.0 3.7

% female-owned 41.0 49.7 25.0 16.0 25.9

Sales (in 1,000s of 1999 $) 3.658 4.607 1.379 2.035 2.022

Total full-time equivalent employees 19.4 21.0 14.7 17.2 15.9

Firm age, in years 15.3 16.6 9.6 16.4 12.1

% sole proprietorship 12.0 11.8 17.9 8.0 11.1

% partnership 2.0 1.8 7.1 0 0

% S corporation  44.6 47.3 28.6 40.0 48.1

% C corporation  40.6 39.1 46.4 44.0 40.7

Sample size (unweighted) 145 97 18 16 14

Note: employment size counts a part-time employee as equivalent to one-half of a full-time employee.

Source:  Chicago METRA Credit Survey.
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Table 37. Problems Firms Experienced During Preceding 12 Months —
METRA Geographic Market Area

All White Black Hispanic
Other
Races

Credit Market Conditions

 % reporting not a problem 58 70 7 36 48

 % reporting somewhat of a problem 26 20 33 55 38

 % reporting serious problem 16 10 60 38 14

Other Potential Problems (% reporting problem is serious)

Training costs 9 8 16 12 10

Worker's compensation costs 15 15 32 4 9

Health insurance costs 26 26 44 27 5

IRS regulation or penalties 11 7 31 17 9

Environmental regulations 4 3 8 5 0

Americans with Disabilities Act 3 2 9 6 0

Occupational Safety and Health Act 5 6 4 0 0

Family and Medical Leave Act 3 2 5 6 0

Source:  Chicago METRA Credit Survey.
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Table 38. Determinants of Loan Denial Rates  - METRA Geographic Market
Area

(Reported estimates are derivatives from Probit models, t-statistics are in parentheses)

(1) (2) (3) (4) (5)

Black
.467

(4.19)
.431

(3.51)
.200

(3.25)
.293

(7.50)
.2885
(7.11)

Hispanic
.171

(1.53)
.259

(2.06)
.092

(2.27)
.083

(1.82)
.072

(1.52)

Black*1999 year dummy
.072

(0.55)

Hispanic*1999 year dummy
.155

(1.11)

Other races
.112

(0.98)
.195

(1.51)
.036

(1.41)
.138

(2.94)
.131

(2.68)

Female-Owned
.041

(0.67)
.037

(0.64)
.0142
(1.93)

.034
(1.29)

.037
(1.38)

Judgments
-.056
(0.64)

.006
(0.52)

.128
(2.71)

.127
(2.70)

Firm delinquent
.076

(1.20)
.011

(1.79)
.179

(6.91)
.178

(6.89)

Personally delinquent
.123

(1.30)
.010

(1.23)
.142

(4.15)
.144

(4.18)

Bankrupt past 7yrs
-.096
(1.58)

-.003
(2.27)

.161
(2.68)

.155
(2.58)

Firm age
-.001
(2.56)

-.003
(3.13)

-.003
(3.13)

Sales
-.001
(1.52)

-.002
(2.42)

-.002
(2.42)

1999 dummy
-.183
(5.04)

-.202
(4.16)

Industry dummies (5)  Yes No No

Organizational status dummies (3)  Yes Yes Yes

N
145 138 116  2141 2141

Pseudo R2 .152 .230 .5228  .1435 .1439

Chi2 18.23 25.48 54.09  356.4 357.4

Log likelihood -50.86 -42.56 -24.68  -1063.5 -1063.0

Source:  Chicago METRA Credit Survey, columns 1-3 plus the 1993 NSSBF columns 4–5.



Adjustment of Baseline Availability 80

n/e/r/a
Consulting Economists

Table 39. Models of Credit Card Use — METRA Geographic Market Area
(Probit derivatives, t-statistics in parentheses)

Specification Black Hispanics
Other
Races

Sample
Size

1) Business Credit Card
-.123
(0.85)

-.163
(1.19)

-.127
(0.92)

212

2) Personal Credit Card
.142

(0.98)
-.096
(0.71)

-.017
(0.14)

213

Source:  Chicago METRA Credit Survey.

Table 40. Models of Interest Rate Charged - METRA Geographic Market
Area

 (OLS coefficients, t-statistics in parentheses)

Specification Black Hispanics
Other
Races

Female
Owned

Black*
Year

Hispanic*
Year

Sample
Size

1) Race and sex only
1.927

(2.39)
.827

(1.24)
.854

(1.23)
.407

(0.92)
111

2) Add creditworthiness
1.646

(1.87)
.107

(0.15)
.630

(0.84)
.463

(1.06)
106

3) All controls from
     col. 4, Table 38

1.036
(1.09)

.091
(0.13)

1.242
(1.59)

.617
(1.28)

100

4) Chicago & NSSBF pooled
.755

(3.16)
.516

(2.09)
.212

(0.79)
.095

(0.65)
.525

(0.62)
-.214

(0.36)
1797

Notes: “creditworthiness” variables are the percentage of owners with judgments against them, the percentage of
firms delinquent in business obligations, the percentage of owners delinquent on personal obligations , and
the percentage of owners declared bankrupt during the past seven years. Column four also includes an insignificant
dummy variable for year.

Source:  Chicago METRA Credit Survey, rows 1-3 plus NSSBF in column 4.
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D. Disparities in Business Formation

1. Overview

In this section, we examine whether more minority firms would have formed in the absence

of discrimination and, if so, attempt to estimate how many. In accordance with the revised DBE

regulations, this type of analysis can assist METRA in determining how much of an adjustment to

baseline DBE goals may be warranted, based on existing evidence.52

In this section, we employ economic and statistical theory to measure the effect of

discrimination on the supply of minority business owners in METRA’s construction and

professional services markets.53 We then use the results to estimate what the availability of minority

business owners would be if minorities in METRA’s markets were not adversely affected by

discrimination. Our basic approach involves two steps. First, we estimate the rate of business

ownership for minorities using a large sample of African Americans, Hispanics, Asians, and Native

Americans from the decennial census. Second, we compare this to the rate of business ownership

that we would expect to see if minorities were as likely to form businesses as “similarly situated”

whites. To determine whether minority group members and white males are similarly situated, we

compared their educational levels, marital status, age, certain family and personal status variables

(e.g., how many children they have in their household) and measures of their financial assets (e.g.,

homeownership, their spouse's income and the amount of interest and dividend income reported).

As shown in more detail below, our analyses of METRA’s construction and professional

services markets reveal that minority business ownership rates would be substantially higher if

minorities were as likely to become business owners as similarly situated whites. For example,

suppose baseline DBE availability is 20 percent, of which half is attributable to white females and

the other half to minorities. Suppose also that the analysis just described indicated that, in the

absence of discrimination, minority business formation rates would be 50 percent higher than

observed rates. Under this scenario, an upward adjustment of the DBE goal from 20 percent to 25

percent would be consistent with the expected level of DBE availability in the absence of

                                                       
52 64 Federal Register at 5131.
53 We have not taken a similar approach for women because the formation of businesses by women over time

is linked with their voluntary participation in the work force. Changes in female labor force participation
over time make it very difficult to discern the extent to which the under-representation of female-owned
businesses is due to discrimination or the changing role of women in the work force.
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discrimination against minorities. To the extent that white females as well suffer from

discrimination which inhibits business formation, this adjusted DBE availability figure will

understate the amount of DBE availability to be expected in a market without sex or race

discrimination.

2. Probit Regression Analyses

To carry out these analyses, we used a statistical technique known as probit regression to

answer two questions. First, “are minorities less likely to form businesses than similarly situated

whites?” Second, “If so, by how much would their business formation increase if they were just as

likely to become business owners as similarly situated whites?” Probit regression can be used to

determine the relationship between a categorical variable—one that can be characterized in terms of

a yes or no response as opposed to a continuous number—and a set of characteristics that may

influence the value of that categorical variable. Probit regression can produce estimates of the

extent to which each characteristic increases or decreases the likelihood that the categorical variable

will be a yes or no. For example, probit regression is used by statisticians to estimate the probability

that an individual participates in the labor force, retires this year, or contracts a particular

disease—these are all variables that can be categorized by a response of “yes” (for example, she is

in the labor force) or “no” (for example, she is not in the labor force)—and the extent to which

certain factors are positively or negatively related to that likelihood (for example, the more

education she has, the more likely that she is in the labor force).54

In the situation considered here, probit regression is used to examine the relationship

between whether a person owns their own business (yes or no) and a set of socioeconomic

characteristics of that person. Our probit regression, therefore, requires data on individual workers

and their demographic characteristics — including their self-employment status. The Public Use

Microdata Samples (PUMS) of the 1990 Census of Population and Housing provide such data.55

For each person in a given sample, the PUMS provides a variety of information including race, age,

                                                       
54 Probit regression is one of several techniques that can be used to examine qualitative outcomes. Generally, other

techniques such as logit regression yield similar results. For a detailed discussion, see G.S. Maddala, Limited
Dependent and Qualitative Variables in Econometrics, Cambridge University Press, 1983.

55 The 1990 PUMS are the most recent available. The 2000 PUMS will not be available until sometime in 2003.
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whether the individual owns his own business or works for someone else (i.e., a wage worker), and

various other demographic and economic characteristics.56

From the 1990 PUMS data, we prepared a sample of labor force participants, restricted to

persons residing in the Chicago Metropolitan Statistical Area (MSA) who were 18 or older,

employed full-time (more than 35 hours per week), and residing in a metropolitan area.57 We also

excluded persons employed in the public or non-profit sector. For the analysis concerning

METRA’s construction markets, we restricted this sample to persons employed in the construction

industries. For the analysis concerning METRA’s professional services markets, the sample was

restricted to persons employed in the architecture, engineering, and surveying industries. The

resulting sample for construction contained 5,345 observations, representing 123,108 persons. Of

these 5,345 observations, 908 (representing 20,247 persons) owned their own businesses. For

professional services, the sample contained 755 observations, representing 17,889 persons. Of these

755 observations, 103 (representing 2,226 persons) owned their own businesses.

We assume that the probability of business ownership depends on demographic

characteristics (e.g., married vs. unmarried, age), human capital (e.g., education), the availability of

capital that could be used to start a business (e.g., dividend and interest income, spouse’s income,

home ownership) and other family or personal status variables (e.g., the number of children living

at home, personal handicaps).58 These possible determinants of business ownership were chosen

because they correspond to factors that other studies have found to be important and because

relevant information is available from the PUMS data.59 We perform probit regression and obtain

estimates of the relationship between these characteristics and the probability of business ownership

in METRA’s relevant markets. We ran two sets of probit regressions—one set that was restricted to

METRA’s market for construction and another that was restricted to METRA’s market for

professional services.

                                                       
56 Some people, of course, have more than one job and could be both wage workers and business owners. An

individual is classified as a business owner for the purposes of this Study if he or she obtained the majority of
their earnings from self-employment. Individuals who were self-employed as a second job would not be counted
as business owners for this purpose.

57 The Chicago MSA includes METRA’s six-county service area as well as the counties of DeKalb, Grundy, and
Kendall.

58 Appendix C lists the complete set of variables used in the probit analyses.
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3. Adjustment Factors for Baseline DBE Availability

To answer the first question posed above, we ran a probit regression on the entire sample

for each market, and we included an indicator variable for minority status along with the other

characteristics mentioned above. In both markets, the estimated coefficient on the minority

indicator variable was negative and statistically significant — suggesting the presence of

discrimination.60 These results indicate that minorities in the Chicago MSA have substantially

lower business formation rates than whites — even when a large number of other observable

individual characteristics are controlled for.

To answer the second question, we next estimated the same probit regressions, but

restricted the sample to whites only, in order to obtain a formula (based on the probit regression

estimates) for the probability that whites with particular characteristics (education, age, wealth, etc.)

would be business owners. We then applied this formula to our sample of minority individuals in

each market to calculate the likelihood that a typical minority would be a business owner if they

faced the same market structure as similarly-situated whites.61 We then compared this predicted

minority rate of business ownership to the actual rate of minority business ownership observed in

each sample to determine how much higher business ownership rates would be in each market if

minorities were treated the same as comparable whites. These results are summarized below in

Table 41.

For construction, this table shows that the actual minority business ownership rate in the

Chicago MSA construction industries was estimated to be 9.1 percent. The white business

ownership rate was estimated to be 19.7 percent.62 According to the results of our probit regression,

if minorities in the construction industries were as likely to become business owners as similarly

situated whites, the minority business ownership rate would be 16.1 percent. In other words,

                                                                                                                                                                               
(...continued)
59 See, for example, David S. Evans and Linda S. Leighton, “Some Empirical Aspects of Entrepreneurship,”

American Economic Review, June 1989 and the studies cited therein.
60 Full probit regression results for this step are presented in Appendix D.
61 That is, we calculate the business ownership probability at the mean values of the characteristics of minorities in

the sample.
62 For white males, the rate was 20.7 percent. For white females, it was 9.6 percent.
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minority business ownership rates would be approximately 77 percent higher in a race-neutral

construction market.

For professional services, the actual minority business ownership rate in the Chicago MSA

region was estimated to be 9.1 percent. The corresponding white business ownership rate was

estimated to be 13.7 percent.63 If minorities in the professional services industries were as likely to

become business owners as similarly situated whites, the minority business ownership rate would

be 16.8 percent. In other words, minority business ownership rates would be approximately 85

percent higher in the absence of discrimination.

Table 41. Predicted versus Actual Minority Business Ownership Rates

METRA Market
Actual Minority

Business Ownership
Rate

Predicted Minority
Business Ownership

Rate

Ratio of Predicted
Rate to Actual Rate

(B) (C) (D) = (C) ÷ (B)

Construction 9.1% 16.1% 1.77

Professional
Services

9.1% 16.8% 1.85

Source: NERA calculations based on Public Use Microdata Samples.

E. Disparities in Business Owner Earnings

As a check on our findings of discriminatory impacts in business dealings, contract

requirements, capital markets, and business formation, we lastly examine whether those minority

and female entrepreneurs in METRA’s construction and professional services markets earn less

from their businesses than do their white male counterparts. We continue to use PUMS data from

the 1990 Census, but, for these analyses, we restrict our sample to individual business owners only.

We perform two analyses — first with data for METRA’s construction market and then with data

for METRA’s professional services market.

                                                       
63 For white males, the rate was 16.4 percent. For white females, it was 4.0 percent.
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To assess whether minority and female business owners earn less than white male business

owners with similar characteristics, we use a statistical technique known as linear regression

analysis. Linear regression analysis is used to estimate the effect of each of a set of observable

characteristics (such as education and age) on the variable of interest (earnings in this case).64 This

technique allows us to measure the difference in earnings between two or more groups after taking

into account the linear relationship between earnings and other important characteristics. Hence, we

can use this technique to estimate the difference in earnings between, for example, white males, on

the one hand, and minorities and women, on the other, after controlling for observable

characteristics such as education and age. That is, we can compare individuals who all operate

small businesses, have similar years of education, are of similar ages, do business in the same

geographic area, and whose other demographic characteristics are similar as well.

The results of our linear regression analyses show that earnings differences are explained by

predictable factors.65 For example, business owners with higher levels of education earn more than

those with less education. Similarly, very young business owners, who generally have less work

experience, earn less than older ones. We also find that some disabilities are associated with

reduced earnings, and that marriage, at least for males, is associated with higher earnings. Our

results also show that, even after such factors are controlled for, minorities and women still have

lower earnings from their businesses than white males.66

To see if minorities or women have lower earnings than white males after these observable

characteristics are controlled for, we also included a variable indicating whether a given individual

is non-white or female. We then used the regression coefficient on this indicator variable to

                                                       
64 Probit regression is used to determine the relationship between a categorical variable—one that can be

characterized in terms of a yes or no response—and a set of characteristics that influence the value of the
categorical variable. Linear regression, on the other hand, is used when the relationship to be studied is between
a continuous, rather than categorical, variable such as earnings and a set of characteristics that influence the
value of the continuous variable. See, for example, William H. Greene, Econometric Analysis, 3rd edition,
Upper Saddle River: Prentice-Hall, 1997.

65 Appendix E lists the complete set of variables used in the linear regression analyses. Some variables included in
the probit regression are not included here. Those variables are considered to be determinants for self-
employment probability bur are not considered to be determinants of earnings. For example, personal wealth
(which was used as a proxy for the availability of capital) as measured by property value was included in the
probit regression as a determinant of self-employment probability. However, personal wealth is not a
determinant of earnings.

66 The full linear regression results are provided in Appendix F.
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compute a disparity statistic in business earnings between DBEs and white males.67 This disparity

statistic is the ratio of business earnings of DBEs as a group relative to the business earnings of

white males while holding constant a large set of observable factors other than race and sex. A

value for this ratio that is less than 100 percent indicates that minority and female business owners

are disadvantaged in business earnings compared to similarly situated white males. The results of

our analysis for METRA’s construction market show that, even after controlling for observable

characteristics, DBEs earn approximately 78 percent of what non-DBEs earn. In METRA’s

professional services market, the disparity is approximately 45 percent. Both of these disparities are

statistically significant.

Table 42. Comparison of Baseline to Adjusted DBE Availability

METRA Product Market
Baseline

DBE
Availability

Adjusted
DBE

Availability

Construction and Professional Services 20.6% 27.1%

Construction Prime Contractor Availability 17.3% 23.1%

Construction Subcontractor Availability 24.9% 31.8%

Professional Services Prime Contractor Availability 20.1% 28.3%

Professional Services Subcontractor Availability 19.0% 26.1%

Source: NERA calculations based on (i) METRA construction and professional services
database; (ii) Dun & Bradstreet’s MarketPlace; (iii) master DBE directory compiled by
NERA; (iv) NERA overcount and undercount surveys; and (v) Public Use Microdata
Samples.

F. Estimates of Adjusted DBE Availability

Table 42 presents estimates of baseline DBE availability and adjusted DBE availability for

METRA’s construction and professional services markets, based on the results of our business

formation regression analyses. The adjusted DBE availability figures for construction and

                                                       
67 The disparity statistic was calculated by exponentiating the estimated coefficient on the indicator variable and

then multiplying by 100.
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professional services are within the range of DBE utilization that METRA has actually achieved in

the last six federal fiscal years.68

                                                       
68 METRA’s quarterly DBE reports to FTA show that DBE participation at METRA averaged about 27 percent

between 1994 and 1999.
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Appendix A: SIC CODES INCLUDED IN METRA’S CONSTRUCTION

AND PROFESSIONAL SERVICES MARKETS

Table 43. SIC Codes Included in METRA’s Construction and Professional
Services Market

Category SIC SIC Description

Construction Prime
Contractors

1622 Bridge, Tunnel, and Elevated Highway

1611 Highway and Street Construction

1541 Industrial Buildings and Warehouses

1521 Single-Family Housing Construction

1794 Excavation Work

1542 Nonresidential Construction, n.e.c.

1731 Electrical Work

1522 Residential Construction, n.e.c.

3669 Communications Equipment, n.e.c.

1771 Concrete Work

1711 Plumbing, Heating, and Air Conditioning

8711 Engineering Services

Professional Services Prime
Contractors

8711 Engineering Services

8712 Architectural Services

8741 Management Services

Construction
Subcontractors/Suppliers

1791 Structural Steel Erection

1731 Electrical Work

3443 Fabricated Plate Work, Boiler Shops

1794 Excavation Work

1721 Painting and Paper Hanging

1799 Special Trade Contractors, n.e.c.

1711 Plumbing, Heating, and Air Conditioning

1611 Highway and Street Construction

8711 Engineering Services
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Category SIC SIC Description

3643 Current-Carrying Wiring Devices

0781 Landscape Counseling and Planning

1741 Masonry and Other Stonework

3253 Ceramic Wall and Floor Tile

1623 Water, Sewer, and Utility Lines

1771 Concrete Work

3442 Metal Doors, Sash, and Trim

5051 Metals Service Centers and Offices

1761 Roofing, Siding, and Sheet Metal Work

3589 Service Industry Machinery, n.e.c.

1542 Nonresidential Construction, n.e.c.

3444 Sheet Metal Work

8731 Commercial Physical and Biological Research

1795 Wrecking and Demolition Work

1751 Carpentry Work

1442 Construction Sand and Gravel

1389 Oil and Gas Field Services, n.e.c.

3441 Fabricated Structural Metal

1541 Industrial Buildings and Warehouses

Professional Services
Subcontractors/Suppliers

8711 Engineering Services

8712 Architectural Services

3669 Communications Equipment, n.e.c.

8713 Surveying Services

8741 Management Services

Notes: (1) SIC codes are listed in decreasing order of importance within each category; (2) “n.e.c.”
stands for “Not elsewhere classified.”
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Appendix B: SURVEY INSTRUMENTS
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Appendix C: VARIABLES INCLUDED IN THE PROBIT REGRESSIONS

Outcome Variable:

BIZOWNR, Business ownership status, 1 = Yes, 0 = No

Explanatory Variables: Human Capital & Demographic Factors

MARRIED, Married, 1 = Yes, 0 = No

AGE, Age, in years

AGESQ, Age squared, in years

DISABLE, Person have a disability that prevents or limits their ability to work

R65OVR, Number of persons age 65 or over living in household

HHCHILD, Number of children and stepchildren under age 18 living in household

COLLESS, Completed high school but not college

COLGRAD, College graduate

POSTCOL, Master’s degree, professional degree, or doctorate.

Explanatory Variables: Availability of Capital

OWNHOME, Owns own home, 1 = Yes, 0 = No

MVALUE, minimum estimate of home property value, in dollars

MORTGAGE, Amount of monthly mortgage payment, in dollars

UNEARN, Interest and dividend income, in dollars

RESDINC, Residual household income after personal income, in dollars
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Appendix D: PROBIT REGRESSION RESULTS

Table 44. Probit Regression Results for METRA’s Construction Market
Probit estimates                                        Number of obs =   4972
                                                        Wald chi2(15) = 238.56
                                                        Prob > chi2   = 0.0000
Log likelihood = -2167.3855                             Pseudo R2     = 0.0665

------------------------------------------------------------------------------
         |               Robust
 bizownr |      dF/dx   Std. Err.     z    P>|z|     x-bar  [    95% C.I.  ]
---------+--------------------------------------------------------------------
     dbe*|  -.0735084   .0146599    -4.38   0.000   .184039  -.102241 -.044776
 married*|   .0503622   .0131759     3.69   0.000   .639925   .024538  .076187
     age |   .0220102   .0037444     5.82   0.000   37.5991   .014671  .029349
   agesq |  -.0002414   .0000449    -5.33   0.000   1553.37  -.000329 -.000153
 disable*|   .0409194   .0402573     1.09   0.278   .023645  -.037983  .119822
 ownhome*|  -.0565168   .0200296    -2.95   0.003    .70359  -.095774 -.017259
  mvalue |    .000675   .0001019     6.66   0.000   85.9046   .000475  .000875
mortgage |  -.0180288   .0156112    -1.16   0.248   .346477  -.048626  .012569
  unearn |   .0032793   .0010965     3.00   0.003   1.10482    .00113  .005428
 resdinc |  -.0004801   .0002407    -1.99   0.046   22.4373  -.000952 -8.2e-06
  r65ovr*|   .0409371   .0247646     1.75   0.080   .072639  -.007601  .089475
 hhchild |   .0012535   .0050994     0.25   0.806   .888285  -.008741  .011248
 colless*|     .01619   .0149462     1.08   0.282   .607883  -.013104  .045484
 colgrad*|  -.0481173   .0219141    -2.32   0.020   .835092  -.091068 -.005167
 postcol*|  -.0188161   .0319746    -0.57   0.572   .026557  -.081485  .043853
---------+--------------------------------------------------------------------
  obs. P |   .1771112
 pred. P |   .1603969  (at x-bar)
------------------------------------------------------------------------------
(*) dF/dx is for discrete change of dummy variable from 0 to 1
    z and P>|z| are the test of the underlying coefficient being 0
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Table 45. Probit Regression Results for METRA’s Professional Services
Market

Probit estimates                                        Number of obs =    727
                                                        Wald chi2(15) = 100.55
                                                        Prob > chi2   = 0.0000
Log likelihood = -231.47433                             Pseudo R2     = 0.1734

------------------------------------------------------------------------------
         |               Robust
 selfemp |      dF/dx   Std. Err.     z    P>|z|     x-bar  [    95% C.I.  ]
---------+--------------------------------------------------------------------
     dbe*|  -.0532352   .0211301    -2.03   0.042   .155536  -.094649 -.011821
 married*|   -.019641   .0284107    -0.70   0.484   .610811  -.075325  .036043
     age |   .0241601   .0061995     3.83   0.000   38.4811   .012009  .036311
   agesq |   -.000195   .0000698    -2.77   0.006      1634  -.000332 -.000058
 disable*|   .3987342   .2231484     2.40   0.017   .009416  -.038629  .836097
 ownhome*|  -.0765775   .0440564    -1.94   0.052   .678117  -.162927  .009771
  mvalue |   .0002972   .0001637     1.84   0.066   96.2833  -.000024  .000618
mortgage |   .0019371   .0256832     0.08   0.940    .42053  -.048401  .052275
  unearn |   -.000298   .0011122    -0.27   0.789   2.23491  -.002478  .001882
 resdinc |   .0004877   .0003562     1.35   0.178    23.781   -.00021  .001186
  r65ovr*|   .0163299    .042833     0.40   0.686   .078291  -.067621  .100281
 hhchild |   .0210854   .0110017     1.90   0.057   .551874  -.000477  .042648
 colless*|   .0435249   .0681879     0.69   0.493    .27306  -.090121  .177171
 colgrad*|  -.0395361   .0495784    -0.74   0.462   .323801  -.136708  .057636
 postcol*|   .0830442   .0351371     2.80   0.005   .207323   .014177  .151912
---------+--------------------------------------------------------------------
  obs. P |    .129381
 pred. P |   .0817643  (at x-bar)
------------------------------------------------------------------------------
(*) dF/dx is for discrete change of dummy variable from 0 to 1
    z and P>|z| are the test of the underlying coefficient being 0
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Appendix E: VARIABLES INCLUDED IN THE LINEAR REGRESSIONS

Outcome Variable:

LOGEARN, natural logarithm of annual business owner earnings

Explanatory Variables: Human Capital & Demographic Factors

MARRIED, Married, 1 = Yes, 0 = No

MENGLISH, Speaks English very well, 1 = Yes, 0 = No

DISABLE, Person have a disability that prevents or limits their ability to work

AGE, Age, in years

AGESQ, Age squared, in years

COLLESS, Completed high school but not college

COLGRAD, College graduate

POSTCOL, Master’s degree, professional degree, or doctorate.
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Appendix F: LINEAR REGRESSION RESULTS

Table 46. Linear Regression Results for METRA’s Construction Market
Regression with robust standard errors                 Number of obs =     891
                                                       F(  9,   881) =   13.08
                                                       Prob > F      =  0.0000
                                                       R-squared     =  0.1212
                                                       Root MSE      =  .83527

------------------------------------------------------------------------------
         |               Robust
 logearn |      Coef.  Std. Err.      t     P>|t|       [95% Conf. Interval]
---------+--------------------------------------------------------------------
     dbe |  -.2540509   .1082284     -2.347   0.019      -.4664663   -.0416354
 married |   .3144673     .08162      3.853   0.000        .154275    .4746597
menglish |   .2659078   .0834646      3.186   0.001       .1020952    .4297204
 disable |  -.3582014   .1860724     -1.925   0.055      -.7233983    .0069954
     age |   .0655976   .0186432      3.519   0.000       .0290073    .1021879
   agesq |  -.0006322   .0002111     -2.994   0.003      -.0010466   -.0002178
 colless |   .1062353   .0779356      1.363   0.173      -.0467259    .2591965
 colgrad |  -.3081719   .0965599     -3.192   0.001      -.4976861   -.1186576
 postcol |   .2423293   .1568088      1.545   0.123      -.0654331    .5500917
   _cons |   8.479797   .3866506     21.931   0.000       7.720933     9.23866
------------------------------------------------------------------------------
(*) t and P>|t| are the test of the underlying coefficient being 0
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Table 47. Linear Regression Results for METRA’s Professional Services
Market

Regression with robust standard errors                 Number of obs =     103
                                                       F(  9,    93) =    5.88
                                                       Prob > F      =  0.0000
                                                       R-squared     =  0.2513
                                                       Root MSE      =  .87141

------------------------------------------------------------------------------
         |               Robust
 logearn |      Coef.  Std. Err.      t     P>|t|       [95% Conf. Interval]
---------+--------------------------------------------------------------------
     dbe |  -.7983593   .3214437     -2.484   0.015      -1.436683   -.1600358
 married |   .6988237   .2127674      3.284   0.001       .2763099    1.121338
menglish |   .1414658   .3880557      0.365   0.716      -.6291359    .9120674
 disable |   .2242392   .3493249      0.642   0.523      -.4694507    .9179291
     age |   .1772674   .0553838      3.201   0.002       .0672862    .2872486
   agesq |  -.0017205   .0005514     -3.120   0.002      -.0028156   -.0006255
 colless |  -.2341449    .407033     -0.575   0.567      -1.042432     .574142
 colgrad |   .0105398   .3626675      0.029   0.977      -.7096459    .7307256
 postcol |  -.1577532   .2043859     -0.772   0.442      -.5636231    .2481168
   _cons |     5.7898   1.330215      4.353   0.000       3.148256    8.431344
------------------------------------------------------------------------------
(*) t and P>|t| are the test of the underlying coefficient being 0



EXHIBIT B 

 

 
June 15, 2009 
 
 
Ms. Janeen Collum 
Chicago Urban League 
4510 South Michigan Avenue 
Chicago, IL   60653 
 
Re: Notice of Disadvantaged Business Enterprise Program Goal for FFY 2010 
 

        Dear Ms. Collum: 
 

Enclosed please find a copy of the Public Notice regarding the Regional Transportation 
Authority’s Federal Fiscal Year 2010 Goal for the Disadvantaged Business Enterprise 
Program. The Goal and DBE Program may be accessed on our website, 
www.rtachicago.com. 

 
Should you have any questions or require additional information, please contact me at 
(312) 913-3213. 

 
Sincerely, 
 
 
Lillian G. Wallace 
DBE Program Coordinator 
 
 
 
Attachment 
 
cc:  file 

 
 

  



 

Exhibit C 
 

 
 
                                            PUBLIC NOTICE 
 
 
This is to inform the public that the Regional Transportation Authority has established a 19% 
Disadvantaged Business Enterprise Program goal for its Federal Fiscal Year 2010 federally-
funded expenditures. 
 
The public has 45 days to inspect a description of our rationale for setting the above goal.  The 
goal may be accessed at www.rtachicago.com, or during normal business hours, 8:30 a.m. to 
5:00 p.m., at 175 West Jackson Boulevard, Suite 1550, Chicago, Illinois 60604. 
 
The Federal Transit Administration and the Regional Transportation Authority will accept 
comments on the goal for 45 days from the date of this notice.  Inquires may be directed to the 
RTA at the above address or wallacel@rtachicago.org. 
 
 

BY__________________________________ 
Lillian G. Wallace 
DBE Program Coordinator 
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