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The purpose of SCR No. 2 is to establish a task force to assess small 
business in Alaska and make recommendations. Specifically, the task is 
charged with:

1. emphasizing and promoting small business development and 
maintenance in Alaska;

2. assisting *'n securing adequate sources of bonding, credit and 
loans for small, Alaska-owned businesses; assuring, wherever 
possible, that State funded construction projects are specified, 
modified, and contracted in a manner to assure a reasonable 
proportion of State funded construction projects are performed 
in small, Alaska-owned businesses; and

3. assuring that a reasonable portion of State funded construction 
and procurement dollars be contracted through small owned 
businesses.

For the purposes of this Fiscal Note, it will be assumed that this will 
be an interagency task force with the following departments represented:

The Commissioners of the Departments of Commerce and Economic
Development, Revenue, Labor, and Transportation and Public Facilities
and/or their designees;

The task force will have one-day meetings on a quarterly basis.

The task force will submit a final report to the Governor, Legislature, 
and the general public with its findings and recommendations.
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Chairman's Information:

1) SCR 2 "Relating to small business development in the state"

a) Introduced: Sen Victor  Fischer
b) Co-Sponsors: none

2) INTENT: Requests the Governor to appoint a task force to assess
state pol icy  in contracting, local h i re ,  and small busi­
ness advocacy. Further,  requests the Governor to d irect  
the attorney general to invest igate and recommend measures 
that w i l l  assure a reasonable portion of state funded con­
struct ion projects are contracted thru small Alaskan owned 
businesses.

FISCAL NOTES: 0

3) COMMITTEE COMMENTS:

4) PUBLIC HEARINGS:

a) Sponsor

b) Public witnesses:

5) BILL ACTION:

a) Hold in committee?
b) Assign to sub committe for  further review?
c) Move from Committee?
d) close public hearings?

6) COMMITTEE ACTION:
a) amendments?
b) CS adoption?



S e n a t o r  V i c  F i s c h e r (9 0 7 ) 4 6 5 -4 9 5 4
A laska State Legislature 
Pouch V  •  Juneau, A laska 99811 (9 07 ) 4 6 5 -4 9 5 4

February 6, 1985

To:

From:

Re:

Senator Fred Zharoff,  Chair and
Members, Senate Labor a/id Cfww?rce Committee

Senator Vic F ischer '

SCR 2 - Small Business Development in Alaska

During the 1982 Interim, the Senate State A f fa i r s  Committee conducted an 
investigat ion into the e f fects  of state  contracting procedures on small ,  
minority and female owned businesses in Alaska.

In the course of that study, and through subsequent testimony before 
committee hearings on small business development in Alaska, i t ' s  become 
apparent that problems facing minori ties  and women are b a s ic a l l y  the 
same as those facing a l l  small Alaska-owned businesses.

Besides the obvious problems associated with high costs,extreme weather, 
lack of in f ras t ructure ,  and vast d is tances, small businesses face major 
problems in dealing with the s ta te ,  p a r t i c u la r l y  on state funded con­
struct ion projects.

The state has no comprehensive pol icy of support and advocacy for small 
business development. We don't even have a working defination of 
"small" business that r e a l i s t i c a l l y  r e f le c t s  the kind of "mom and pop" 
operations most of us think of when we think of "small".

State construction projects  are. contracted in a manner that ,  often as
not, preclude any Alaskan-owned business from su ccessfu l ly  bidding, at  
least  as a prime contractor.  That leaves Alaskans in the position of 
competing for subcontracts,  usually  with a large "outside" prime.

Lack of technical ass istance ,  i n a b i l i t y  to secure adequate bonding, 
cred it  or f inancing, and an impossibly t ight  cash flow, makes successful  
competition for a sub-contracts extremely d i f f i c u l t  for  small ,  local  
businesses. Meanwhile, the concrete continues to be poured and Alaskans 
continue to stand in the cold while someone e lse  reaps the benefits of 
state funded construction projects .

Small businesses are the s ta te 's  best source of employment, new indus­
t r y ,  local control,  and a d iv e rs i f ie d  economy. In spite  of t h i s ,  small
businesses are folding at a phenomenal rate due to insurmountable
problems with obtaining adequate bonding, f inancing,  and technical  
assistance.

B a c k g r o u n d  M a t e r i a l s  

During Interim • 1024 W. 6th Avenue, Suite 204C • Anchorage, Alaska 99501 •  (907) 278-3654



SCR 2 asks the Governor to address these concerns through several  
measures, including appointing a task force to assess state pol icy in 
contract ing, local h i r e ,  and small business advocacy, and to recommend 
measures that w i l l :

- emphasize and promote small business development and maintenance

- a s s i s t  in securing adequate sources of bonding, c r e d i t ,  and 
loans for  small ,  Alaskan-owned businesses

- spec i fy ,  modify and contract state-funded construction projects  
a manner to assure a reasonable portion of the work is  performed 
by small ,  Alaska-owned businesses

Further,  SCR 2 asks the Governor to d i re c t  the Attorney General to 
invest igate  and recommend measures ava i lab le  to the state to assure that 
a reasonable portion of state-funded construction and procurement 
dol lars  be contracted through small ,  Alaskan-owned businesses,  consis­
tent with provisions of the United States and State of Alaska's const i­
tutions.

Encouraging small business development in Alaska is  the single  most 
e f fe c t iv e  thing the s tate  can do to provide for  new industry and a 
stable  economic base, opportunities for  future growth to Alaska's young 
people, a d iv e rs i f ie d  economy, and jobs for  Alaskans.

More than that ,  the state  benefits great ly  from local businesses with 
strong community, fami ly ,  and cultura l commitments to Alaska. That 
business community, with proper nurturing, can maintain and strengthen 
the overal l  economy, mobil ize the s ta te 's  f u l l  productive capacity ,  and 
preserve and expand the competition basic to our free enterprise  system.

I t  w i l l  take a push from both the l e g i s l a t i v e  and executive branch to 
end th is  pol icy of "benign neglect" and take an act ive  lead in assuring 
that small ,  Alaska-owned businesses benefit  from publ ic ly  funded con­
struct ion projects and an enhanced business cl imate.

I bel ieve SCR 2 i s  an important step in that d irect ion and I urge your 
posit ive  consideration of th is  measure.

/gb
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S m a ll business h as  a lw ays been  an  in teg ra l an d  v ita l p a rt 
o f  A m erican  li fe . P r i o r  to  the on se t o f  ra p id  in d u s t r ia liz a ­
t io n , it d om in a ted  the e c o n om y . F o llo w in g  th e  em ergence 
o f  la rg e  c o rp o ra t io n s  in  the la te  n in e teen th  cen tu ry , 
ob se rve rs  p red ic ted  tha t sm a ll c om pan ies  w ou ld  becom e 
ob so le te  w ith the  e v en tu a l n a t io n a liz a t io n  o f  th e  e c o n om y ; 
desp ite  m a jo r  changes in  the  s o c ia l, e c o n om ic , and  p o lit i ­
ca l en v iro nm en t, h ow ev e r , sm a ll businesses in  A m e ric a  
h ave  persisted in  s ig n ific a n t num be rs . T h e y  c on s titu te  ap ­
p ro x im a te ly  9 9 .8  pe rcen t o f  the  com pan ies  in the  U n ited  
S ta tes , p rod u ce  a b o u t 3 8  p e rcen t o f  the  n a t io n ’ s g ood s  and 
se rv ices , and a c coun t f o r  m o re  than  4 7  pe rcen t o f  the  job s
in  the p riv a te  s e c to r .

A  w idesp read  p re o c cu p a tio n  w ith  in d u s t r ia l and  com ­
m e rc ia l g ian ts has o b scu red  t h e . c o n tr ib u t io n s  sm a ll 
business has m ad e  to  A m e r ic a ’ s g row th  an d  deve lopm en t. 
F o r  exam p le , few  p e op le  a re  aw are  th a t betw een 1953 and. 
1973 c lose  to  h a l f  o f  the  m a jo r  in n o v a tio n s  in tro d u c ed  in to  
U .S . in d u stry  cam e f r o m  f irm s  w ith few e r th an  1 .0 0 0  em ­
p lo y ee s— and  a  q u a rte r  o f  th o se  o r ig in a te d  in  f irm s  w ith 
few e r ih an  1 00 . In  a d d it io n , sm a ll business has o u tshone 
big business w ith  respect to  jo b -c re a tin g  e f f ic ie n c y . A s  a

SOURCES
“Rebirth of Technological Innovation via Small Business" address (also pub­
lished as part of a technology booklet scries), American Physical Society, Chica­
go, Illinois, March 23, 1979.
"Small Business: A Great Resource for a Country, A Great Opportunity for Big 
Business" address, American Club of Stockholm, Stockholm, Sweden, February
6 . 1980.
Testimony by W.C. Norris before the Senate Select Committee on Small Busi­
ness, Hearings on Economic Growth, Washington, D.C., July 1, 1980.
"Big Business Helps Small Business To Improve Productivity and Create Jobs” 
essay, June 24, 1980.
"Technology for Community Enterprise Development" address, Second Na­
tional Conference on New Enterprise Development, Washington, D.C., March
 ̂ i no i

101



102 S M A LL  BUSINESS

1979 M IT  s tudy  d em on s tra te d , sm a ll c om pan ies  were re ­
sp on s ib le  f o r  7 .4  m i l l io n , o r  78  pe rcen t, o f  the 9 .6  m illio n  
new  jo b s  add ed  to  the  U .S .  e c o n om y  betw een 1969 
and 1976 .

T o d a y  sm a ll business c on tin u es  to  serve as a s ym b o l o f  
o p p o r tu n ity  and  en te rp rise  in o u r  system  o f  va lu e s , bu t 
the re  is re a son  to  be conce rn ed  a b o u t its fu tu re . T h e  
c u m u la t iv e  im p ac t o f  g o v e rn m en t re g u la t io n s , the  
esca la tin g  cost an d  c o n c om ita n t sca rc ity  o f  c ap ita l, the 
dec reas ing  a v a i la b i li ty  o f  te c h n o lo g y , and  heigh tened c om ­
p e tit io n  f ro m  b ig  business have  c om b in ed  o v e r  the past 
decade to  b rin g  a b o u t a se riou s  d e te r io ra t io n  in the c lim a te  
f o r  sm a ll bu siness . T h e  m o r ta li t y  ra te  o f  new  com pan ies is 
sh o c k in g : o n ly  a b o u t 2 0  p e rc e n t .o f  th o se  th a t a re  s ta rted  
each y e a r  m anage  to  su rv iv e , and  c lo se  to  4 0 0 .0 0 0  fa il a n ­
n u a lly . T hese  fig u re s  a ffe c t  n o t o n ly  w ou ld -b e  en tre ­
p ren eu rs , bu t a ls o  the m illio n s  o f  A m e ric an s  w ho  c ou ld  be 
sha ring  in  the a b u n d a n t b en e fits  and  coun tle ss  s k ille d  jo b s  
th a t w o u ld  h ave  re su lted  h ad  these businesses been 
success fu l.

I f  we a re  to  save sm a ll bu siness , w e— m ean ing  big 
b u s in e s s , g o v e rn m e n t , n o n - p r o f i t  a n d  f o r - p r o f i t  
en d eav o rs , c om m u n ity  o rg a n iz a t io n s , and  a l l o th e r m a jo r  
segm ents o f  o u r  s o c ie ty— m ust jo i n  in a  m assive and 
system atic  e f f o r t  to  n u rtu re  the in n o v a tiv e  p o ten tia l and  
p ro f i ta b le  g row th  o f  ex isting  sm a ll businesses and  
s tim u la te  the c re a t io n  o f  s t i ll m o re  new  businesses and  
sm a ll f i rm s . W e  a lre a d y  have at h an d  the te c h n o log ic a l, 
p ro fe s s io n a l, and  m an agem en t re sou rce s  needed to  im p le ­
m en t th is  system atic  e f f o r t .  H ow e v e r , m an y  c f  these lie  
d o rm a n t o r  u n d e ru ti liz e d  in  c o rp o ra t io n s , g o ve rnm en t o f ­
fices , u n ive rs itie s , and  o th e r  p laces . W e  m ust fin d  ways to  
assem b le  th em , a p p ly  th em , and  m ake  them  m o re  accessi­
b le  to  sm a ll bu siness . T o  ach ieve  these ob je c t iv e s , we m ust 
revise ex isting  g o v e rnm en t po lic ie s  a n d  c om m e rc ia l p ra c ­
tices th a t inh ib it the use o f  these re sou rce s , fin d  be tte r 
ways o f  d is tr ib u tin g  th em , and  en lis t the a id  o f  c om ­
m un ity -b ased  o rg a n iz a t io n s  in c o o rd in a t in g  and  focu s ing  
the ta le n ts  o f  bu siness , a cad em ia , and  state and  lo c a l 
g ove rnm en ts .

In  1978 , I ch a ired  a c om m itte e  w h ich  m ade a num be r o f
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re c om m enda tion s  to  J o rd a n  B a ru c h , then  A ssis tan t 
S ec re ta ry  o f  C om m e rc e , a im ed  at m ak in g  cap ita l an d  m an ­
agem ent resources m o re  a v a i la b le  to  sm a ll, te chn ica lly  
o rien ted  en te rp rises . S p e c if ic a lly , the com m ittee  ad voca ted  
the fo llo w in g : (1 )  redu c ing  c ap ita l ga ins taxes to  25  percen t 
f o r  f i rm s  em p loy in g  betw een 100 an d  5 0 0  w o rk e rs , and  to  
10 pe rcen t f o r  firm s  w ith  few e r th an  100 em p loyee s ;
(2 )  d e fe r r in g  the c ap ita l ga ins tax  f o r  f irm s  tha t re -invest 
the p roceed s fro m  th e ir s to c k  sa les in sm a ll businesses;
(3 )  ra is ing  to  5 2 0 0 ,0 0 0  th e  th re s h o ld  at w h ich  the f u l l  c o r ­
p o ra te  in com e tax takes e ffe c t f o r  sm a ll businesses; (4 ) in ­
c reas ing  the  c a r ry - fo rw a rd  p ro v is io n s  f o r  sm alL  business 
s ta rt-u p  losses f r o m  fiv e  to  ten yea rs ; and  (5 )  re s to r in g  
q u a li f ie d  s tock  o p t io n  p la n s  f o r  k ey  em p loyees .

In  1 97 7 -7 8 , the 9 5 th  C ong re ss  reduced the  m ax im um  tax  
o n  c a p ita l ga ins to  2 8 *p e rc en t; in  1 97 9 -8 0 , the  9 6 th  C o n ­
gress fo llow e d  th is e xam p le  b y  reduc ing  it fu r th e r  to  20  
pe rcen t. P en d ing  le g is la t io n  re f le c ts  tw o  m o re  o f  th e  c om ­
m ittee ’ s re c om m end a tio n s : a c a r ry - fo rw a rd  p e r io d  o f  ten 
y ea rs  f o r  s ta rt-u p  lo sses , a n d  th e  d e fe r ra l o f  taxes w hen the 
p roceed s f ro m  s tock  sa les a re  re -in ves ted  in  sm a ll business.

T h e  c om m ittee  a ls o  suggested m eans b y  w h ich  resea rch  
c o u ld  be fu rth e r s tim u la te d  an d  the te ch n o log y  d eve lop ed  
b y  b ig  business an d  g o v e rn m en t be m ad e  m o re  u se fu l to  
sm a ll en te rp rises . T hese  in c lu d ed : (1 ) re q u irin g  each 
g o v e rnm en t agency to  a llo c a te  at least 10  p e rcen t o f  its 
R & D  budget to  h e lp in g  sm a ll bu siness ; (2 )  a llow in g  sm a ll 
c om p an ie s  to  e s tab lish  a n d  m a in ta in  tax -d educ tib le  
reserves f o r  R & D  use in tim es o f  fin a n c ia l h a rd sh ip ; and 
(3 )  red irec ting  som e g o v e rn m en t-sp on so re d  resea rch  in to  
im p ro v in g  sm a ll fa rm s  and  fo o d  p ro ce sso rs , and  m ak in g  
fo o d  p ro d u c t io n  less c a p ita l-  a n d  fo s s i l fu e l-in ten s ive .

T h e  firs t  tw o o f  these re c om m end a tio n s  a re  con ta in ed  in 
p end ing  le g is la tio n , b u t lit t le  a tte n t io n  has been g iven to  
da te  to  the red irec t ion  o f  fu n d s  f o r  a g r ic u ltu ra l p u rp oses . 
T h e re  a re  tw o excep tion s : the N a t io n a l Sc ience F o u n d a t io n  
recen tly  set aside som e fu n d s  fo r  research  ap p lic a b le  to  
sm a ll-sc a le  ag ric u ltu re , an d  the  D ep a rtm en t o f  A g ric u ltu re  
has sta ted  its in ten tion  to  d o  likew ise . G e n e ra lly  speak ing , 
th o u g h , n o  m a jo r  leg is la tiv e  a c tion  has been taken  on  these 
m a tte rs . T h is  m ay  be du e  to  a la ck  o f  aw areness o f  the
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trem endou s  p o te n tia l inh e ren t in  sm a ll-sca le  ag ricu ltu re  
and  fo o d  p rocess in g . C o n t ro l D a ta  is o n e  o f  the few  com - 
pan ies to  recogn ize  th is p o te n tia l and  act o n  it; since 1979 , 
we have been c om m itted  th ro u g h  R u ra l V en tu res  to  fo s te r ­
ing the d eve lopm en t o f  sm a ll-sc a le  ag ric u ltu re  and fo o d -  
p rocessing  en te rp rises .

F in a lly , the com m itte e  m ade tw o re com m enda tion s  
designed to  im p ro v e  the d i f fu s io n  o f  te ch n o log y  to  sm a ll 
businesses: (1 )  th a t each g ove rnm en t agency a llo c a te  five  
pe rcen t o f  its R & D  fu n d s  fo r  te ch n o log y  t ra n s fe r ; and  
(2 ) th a t tax  incen tives be p ro v id ed  to  induce la rg e  c om ­
pan ies to  m ake  th e ir techn o log ie s  m o re  a v a ila b le  to  sm a ll 
c om pan ies .

T ra d it io n a l m e th od s  o f  te ch n o log y  t ra n s fe r have  p ro v ed  
in e ffe c tiv e . W e re  g o ve rnm en t agencies to  beg in devo tin g  
fiv e  pe rcen t o f  th e ir R & D  budgets to  te ch n o log y  t ra n s fe r , 
these fu n d s  c ou ld  be used p r im a r i ly  to  encou rage  in d iv id u ­
a l resea rche rs  to  c o n tr ib u te  th e ir tim e and s k ills  to  id e n t ify ­
ing c om m e rc ia l a p p lic a t io n s . T h e  incen tives c o u ld  be tied 
to  the  b en e fits  re a liz ed  f r o m  the  tra n s fe rs  o f  the tech ­
n o log ie s  in v o lv ed .

O n  O c to b e r 2 1 , 1 9 8 0 , C ong re ss  acknow ledged  the fe a s i­
b ility  o f  th is idea b y  passing the S te v en son -W yd le r 
T e c h n o lo g y  In n o v a t io n  A c t o f  1 980 , w h ich m anda tes  th a t 
each g o ve rnm en t agency a llo t  o n e -h a lf  o f  o n e  pe rcen t o f  its 
R & D  fu n d s  to  te ch n o log y  t ra n s fe r . W h ile  th is fa lls  sh o rt  o f  
the recom m ended  a m o u n t , it is a step in the  rig h t d ire c tio n . 
N o  e f fo r t  has yet been m ade  to  give c o rp o ra t io n s  tax  in ­
centives f o r  sh a ring  th e ir  techn o log ie s .

M o re  is needed th an  budget a llo c a tio n s  and  tax  incen ­
tives, h ow eve r. T o  increase the  f lo w  o f  te ch n o log y  to  sm a ll 
business, a w e ll-d e fin ed  te ch n o log y  t ra n s fe r system  m ust 
be estab lished and  im p lem en ted . C o n t ro l D a ta  o f fe r s  tw o 
such system s, T echn o tec  and  W o r ld te c h . T echno tec  is a 
c om m e rc ia lly  a v a i la b le  c om p u te r-b a s e d  in fo rm a t io n  
s to rag e  and  re trie v a l n e tw o rk ; its m em o ry  h o ld s  m assive 
am oun ts  o f  in fo rm a t io n  a b ou t techn o log ies  tha t can be 
q u ic k ly  re c a lle d . W o r ld te c h  is a m a rke tin g  se rv ice that 
gives subsc ribe rs  assistance in fin d ing , t ra n s fe r r in g , and 
app ly in g  spec ific  te chn o log ie s . O ne  m eth od  o f  t ra n s fe r in -
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vo lv e s  the  e s tab lishm en t o f  sm a ll c om pan ie s  based  o n  
re p lic ab le  te ch n o log ie s  in  fie ld s  in c lu d in g  m ic ro c irc u it ry , 
sm a ll-sca le  a g r ic u ltu re , a n d  f o o d  p rocess in g .

T h e re  a re  re sou rce s  besides te c h n o lo g y  th a t a re  n o t b e ­
ing w ise ly  u sed . H u g e  re s e rv o irs  o f  u n ta n n ed  m anagem en t 
and p ro fe s s io n a l e xp e rtis e ex is t in  b o th  b ig  business and  
un iv e rs it ie s . M o s t sm a ll businesses u rg e n t ly  re q u ire  p ro fe s ­
s io n a l an d  m an agem en t c o n su lt in g  h e lp , e sp e c ia lly  d u rin g  
s ta rt-u p  and  the  e a r ly  y e a rs . A lth o u g h  se ve ra l c o n su lt in g  
p ro g ram s  a lre a d y  ex ist u n d e r th e  s p o n so rsh ip  o f  g o v e rn ­
m en t agencies, lo c a l ch am be rs  o f  c om m e rc e , u n iv e rs it ie s , 
and  o th e r o rg a n iz a t io n s , these tend  to  be s p o ra d ic , n o t 
e a s i ly  accessib le , a n d  n o t sp ec ific  e n ou gh . A  fa r  b e tte r a p ­
p ro a ch  w ou ld  be f o r  bu siness , u n ive rs itie s , and  com - 
m un itv -based  o rg a n iz a t io n s  to  w o rk  to g e th e r to  d e v e lo p  a 
system atic  m e th od  o f  d e liv e r in g  c o n su lt in g  and  o th e r  su p ­
p o r t  serv ices to  sm a ll b u s in e ss ?

S in ce  b ig  business is the  la rg e s t s ing le  so u rc e  o f  p e rson s  
q u a li f ie d  to  d o  c o n su lt in g  w o rk , it is e sp ec ia lly  im p o rta n t 
f o r  it to  recogn ize  the p r o f i t  p o te n t ia l in h e ren t in a id in g  
.sm a ll c om pan ie s . T h a t  th is  is n o t m e re  th e o ry  has been 
d em on s tra te d  b y  C o n t r o l D a t a ’ s success w ith  a  v a r ie ty  o f  
a p p ro a ch e s , in c lu d in g  Bu s in ess  A d v is o rs , In c . ,  C o n t r o l 
D a ta  Business C en te rs , and  C o n t r o l D a ta  B us iness and
T e c h n o lo g y  C en te rs .

B us iness A d v is o rs , In c . ( B A I )  w as o rg a n ize d  in  1 97 9  to  
p ro v id e  p ro fe s s io n a l ass is tance t o  sm a ll en te rp rise s  in  the  
a reas o f  f in an ce , te c h n o lo g y  m an ag em en t, m a n u fa c tu r in g  
and  p rocess ing , c om m u n ic a t io n s , m a rk e t in g , p e rs o n n e l, 
o p e ra t io n s , and  s tra teg ic  an d  business p la n n in g . I t  is 
u n iq u e  w ith  respect to  q u a li ty , d iv e rs ity , a n d  a f fo rd a b i l i t y . 
T h e  m a jo r i t y  o f  th e  p e o p le  in v o lv e d  a re  C o n t r o l D a ta  
em p loyees w h o  a re  m ad e  a v a i la b le  to  sm a ll businesses o n  a 
p a rt- t im e , te m p o ra ry  basis . In fo rm a t io n  a b o u t them  and  
th e ir sp ec ific  s k i lls  is en te red  in a  c om p u te riz e d  “ s k i lls  d a ta  
b a n k .”  A ls o  lis ted  a re  the  nam es a n d  cap ab ilit ie s  o f  re tire d  
p e rson s  and  u n iv e rs ity  p e rs o n n e l w h o  h a v e  ind ica ted  th e ir  
in te re s t in and  a v a i la b i li ty  f o r  c o n su lt in g  w o rk . T h is  a r ­
rang em en t has p ro v e d  b en e fic ia l to  a l l c o n c e rn ed : to  sm a ll 
businesses tha t o b ta in  the  c o n su lt in g  h e lp  th ey  n eed ; to  
C o n t r o l D a ta  em p loyee s  w h o  o f f e r  th e ir se rv ices an d  fin d
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EFFECTS  OF S T A T E  CONTRACT ING  PROCEDURES  ON 
SMALL AND M INOR ITY -OWNED  ALASKAN BUS INESSES

Du r ing  the 1 9 8 2  in te r im ,  the  Senate  State A f f a i r s  committee inves t iga ted  
the e f f e c t s  o f  s ta te c on s t ru c t i o n  con t rac t ing  p ro cedu re s  on small and 
m ino r i t y - owned  bus iness  in A la s k a .  Th is  is a r e p o r t  on tha t  e f f o r t .
S pe c i f i c a l l y ,  the  committee examined an in te ragency  ag reement  between 
the  s ta te Depa r tmen t  o f  T r a n sp o r t a t i o n  and Pub lic  Faci l i t ies (D O T P F )  
and the A la ska  Sta te Commission on Human R igh ts  (A SC H R )  a f fe c t ing  
m ino r i ty  owned bu s in e s se s  con t ra c t ing  with the  s ta te .
T he  fo l l owing r e p o r t  in c lude s  a rev iew o f  tha t  ag reemen t ,  desc r ip t ion  
o f  deve lopmen t  and t r an sm i t ta l  o f  a pol l ing que s t io nn a i r e ,  an ana ly s i s  
o f  the r e s u l t s ,  and recommendat ions  based on sugges t ions  and in fo rma ­
tion' rece ived  d u r i n g  the  c ou r se  o f  admin is te r ing the q u e s t io nn a i r e .

• A S C H R /D O T P F  AGREEMENT
In 1 9 8 0  the ASCHR  en te re d  into an agreement with DOTPF  to increase 
p a r t i c ipa t ion  o f  m ino r i t y  owrfed bus inesses  in con t rac t ing  f o r  sta te 
funded  capita l p ro j e c t s .
DOTPF  ag re ed  to take  a f f i rm a t i v e  act ion in in su r ing  m ino r i ty  owned 
bus ine s s  had an equ i tab le  chance to succe s s fu l l y  bid s ta te  funded  
p r o j e c t s .  Inc luded  in the  ag reemen t  were p ro v i s i o n s  r e q u i r i n g  tha t  
DOTPF :

c rea te  the pos i t ion  o f  M ino r i ty  Bus iness  E n t e r p r i s e  o f f i c e r  in
P r e p a r e  and d i s t r i b u t e  a po l icy and p ro c edu re  memorandum 
ou t l in ing  the  scope  and a u th o r i t y  o f  the MBE o f f i c e r  
c h a rg e  the MBE o f f i c e r  with r e sp on s ib i l i t y  f o r  deve lop ing  and 
implement ing an a f f i rm a t i v e  action p lan 
id e n t i f y  and c e r t i f y  MBE's
r e q u i r e  s u c c e s s fu l  pr ime con t ra c t  b id d e r s  to submit  p r o o f  o f  
h av ing  con tac ted  MBE's as sub con t r a c t o r s  (when  t h e y  intend 
to s u b c o n t r a c t )  f o r  in fo rmat ion  and to so l ic i t  b ids 
be r e sp on s ib le  f o r  n o t i f y ing  and in fo rm ing  m ino r i t y  owned 
bu s in e s se s  o f  c on t ra c t ing  bids and p ro c edu re s  
e s t a b l i s h ,  p r i n t ,  ma in ta in ,  update and d i s t r i b u t e  a MBE 
d i r e c t o r y

DOTPF

Page...1



DOTPF  and ASCHR a lso  ag reed  on goa ls  f o r  a s su r ing  a - reasonab le  
p e rcen t  o f  total s ta te con s t ru c t ion  d o l l a r s  were cont rac ted to minori ty 
owned bus in e s se s .  Those  goa ls  r e a u i r e d  tha t  7 . 5 1  o f  total const ruc t ion  
d o l l a r s  f o r  p ro jec ts ,  u n d e r  $ 1 0 0 , 0 0 0 , not  sub jec t  to competit ive b id ,  to 
be con t rac ted  th r o u g h  MBE's in FY 1 9 8 1  ( th e  f i r s t  y e a r  o f  the ag ree ­
m e n t ) , I I . 5 % in FY 1 9 8 2 , and 1 5 % in FY 1 9 8 3 . Identical percentage goals 
were ag reed  upon f o r  tota l subcon t r a c t ing  do l l a r s  on whol ly state 
funded  con s t ru c t ion  p ro j e c t s .
These  goa ls  were not c on s id e red  quo t a s ,  and terms o f  the agreement 
p ro v id ed  tha t  ju s t i f i ed  f a i l u r e  by  DOTPF  to meet these goa ls  would not 
be cons ide red  to be a b re ach  o f  the ag reement .
T he  ag reement f u r t h e r  r e q u i r e d  tha t  ASCHR ac t ive ly  monitor DOTPF's  
compliance and r e q u i r e d  DOTPF  to p ro v id e  adequate and accu ra te  
r e c o rd s  to enab le the Commission to document th e i r  compliance.

i
Th is  ag reement  r e p re s en ted  f ina l re so lu t ion  o f  a complaint o r ig ina l l y  
f i l ed with the Commission in December ,  1 9 7 8 . A f t e r  severa l  months o f  
negot ia t ions between agenc ie s ,  it was f ina l i zed and went into e f fe c t  f o r  
the f i r s t  time in 1 9 8 0 .
B y  June  o f  1 9 8 2 , a ques t  ed i to r ia l  in the Anchorage Times by  E. Louis 
O v e r s t r e e t ,  c h a rg ed  tha t  DOTPF  had not  complied with the ag reement .  
He based this cha rge  on an "u n re l e a s ed  r e p o r t "  tha t  "documents the 
f a i lu r e  o f  DOTPF  to l ive up to the p rov is ion  o f  an agreement it en te red  

•into with the A laska  Human R igh t  commission in F eb ru a r y  1 9 8 0 " .
S h o r t l y  a f t e r  tha t  ed i to r ia l  a p p e a r e d ,  a cons t i tuen t  de l ive red  a copy o f  
the ASHRC  f i l e  cha rg ing  DOTPF  with non-compl iance to the Senate 
Sta te A f f a i r s  Committee. Th a t  con s t i tu en t  r eques ted  the committee to 
rev iew the e f f e c t i v en e s s  o f  the ag reemen t  in increas ing m ino r i ty  bus i ­
ness pa r t i c ipa t ion  and to f ind  out why the ASCHR was " s u pp re s s in g "  a 
r e p o r t  o f  non-comp l iance u n d e r  the  " c o v e r "  o f  con f iden t ia l i t y .
T he  committee fo rma l l y  r eq u e s t ed  a compliance r e p o r t  f rom the ASCHR .  
A SC H R ,  h ow eve r ,  was s t a t u t o r i l y  p re v en te d  f rom meeting the commit­
tees r e q u e s t  due to te rms o f  the ag reement  with DOTPF* and r e ­
s t r i c t i on s  u nd e r  s ta te law (AS  1 8 . 8 0 . 1 1 5 ) .
T h e  ASCHR s ub seq u en t l y  f i l ed  an action in s u p e r i o r  cou r t  cha rg ing  
DOTPF  with non -comp l iance  on Oc tobe r  1 4 , 1 9 8 2 . Howeve r ,  unt i l  they  
had exh au s ted  conci l ia t ion e f f o r t s ,  and met the time p ro v i s ion s  f o r  
f i l ing and  rebu t t a l  laid ou t  in the ag reemen t ,  they  were p re ven ted  
f rom d isc los ing  any in fo rmat ion  abou t  DOTPF 's  compliance o r  
non-comp l iance .

* Pa r t  I I I ,  p a r a g r a p h  4 , o f  the ag reement  s ta te s :  "Whether o r  not a
b reach  o f  th is  ag reement  has o c c u r r e d  sha l l  be determined by  the 
s u p e r i o r  c o u r t .  P r i o r  to f i l ing  an act ion seek ing any such de te rm ina ­
tion by  the s u p e r i o r  c o u r t ,  the pa r t i e s  ag ree  to maintain s t r i c t  con ­
f id en t i a l i t y  r e g a rd in g  any  a l leged b re ach  and any  conci l ia t ion e f f o r t s " .
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Because o f  the con f iden t ia l i t y  r e s t r i c t i o n s ,  the committee was unab le to 
en l i s t  the he lp  o f  the Commission o r  the Depar tment in determin ing 
compliance with and e f fe c t ivenes s  o f  the ag reement .  At the time they 
were a sked  to inves t ig a te ,  it was impossib le to p red ic t  w he th e r  the re  
had been compl iance ,  how long conci l iat ion e f f o r t s  may take  o r , in­
d e ed ,  i f  the y  were being p u r su ed  at a l l .
T h e  Committee met the same re s t r i c t ion  and f ru s t r a t i o n  the minori ty 
bu s in e s s  community faced when ask ing  f o r  swif t  and a f f i rma t ive  state 
act ion in inc reas ing  oppo r tun i t ie s  to pa r t ic ipa te  in state funded  con­
s t ru c t ion  p ro je c t s .  In add i t ion ,  as the committee o f  o v e r s i t e ,  Senate 
S ta te  A f f a i r s  was v i t a l l y  in te res ted  in how se r i ou s ly  state agencies 
complied with ag reements  made with the Commission.
In o r d e r  to independen t l y  determine the e f fe c t iveness  o f  this 
ag reemen t ,  the  committee p re pa red  and d is t r ibu ted  a ques t ionna i re  to 
prime and s ub con t r a c t o r s  re la t ing to sta te cons t ruc t ion  con t ra c t  award 
p r o c e d u r e s ,  spec i f ica l ly  as they  app ly  to mino r i ty  owned bus inesses 
and the DOTPF /ASCHR  ag reement .
Fo l lowing is a desc r ip t ion  o f  tha t  que s t io nn a i r e ,  an ana lys is  o f  the 
r e s u l t s ,  and recommendat ions based on sugges t ions  and in format ion 
rece ived  d u r in g  the cou rse  o f  admin is te r ing  the ques t ionna i re .
QUEST IONNA IRE  DESCR IPT ION  AND METHOD

•Two ques t ionna i re s  were p r e p a r e d  by  Committee s t a f f  with help f rom 
m ino r i ty  bu s in e s s e s ,  DOTPF 's  Minor i ty  Bus iness  En te rp r i s e s  o f f i c e r ,  
the Mino r i ty  Bus iness  Ass is tance C en t e r ,  and the ASCHR Systemic 
D iscr im inat ion Un i t .  One was d i rec ted  to prime c on t r a c to r s ,  the o th e r  
to m ino r i ty  owned bus inesses  e l ig ib le  to subcon t rac t  a DOTPF  p ro jec t .  
(Cop ie s  o f  ques t ionna i re  a r e  a t t a c h ed ) .
Committee s t a f f  ob ta ined a l ist o f  bid app l icants  f o r  DOTPF  con­
s t ru c t ion  p ro je c t s  f rom 1 9 8 0  to 1 9 8 2  and were able to compile a mailing 
l i s t f rom tha t  in fo rmat ion .  When it cou ld be de te rm ined ,  on ly  success ­
fu l  b idde rs  f o r  DOTPF  con t ra c ts  were sent  prime c on t ra c to r  ques t ion ­
na i r e .
A mail ing l i s t  f o r  m ino r i ty  owned bus iness  was compiled f rom a d i r e c to ­
r y  p ro v id ed  by DOTPF 's  Minor i ty  Bus iness  En te rp r i s e  o f f i c e r , t h e  
M ino r i ty  Bu s in e ss  Ass is tance  C en t e r ,  and o th e r  cons t i tuen t  s ou rces .  
Each was sen t  a Minor i ty  Bus iness  En te rp r i s e  ques t ionna i re .
In addi t ion to r e t u rn e d  que s t i o n n a i r e s ,  some rec ip ien ts  phoned o r  
w ro te  to the committee to p ro v id e  addi t iona l comments o r  sugges t ions  
r e g a rd in g  sta te con t ra c t ing  p ro c edu re s  and small o r  mino r i ty  owned 
bu s in e s s e s .  Copies o f  tha t  c o r r e sp ondence  is ava i lab le  on r eques t .
The  two que s t ionn a i r e s  cove red  a time per iod  f rom June o f  1 9 8 0  
th r o u g h  June  o f  1 9 8 2  ( th e  same time per iod  as ASCHR's  a f f i rma t ive  
action ag reement  with D O T P F ) ,  and limited themse lves to sta te funded  
con s t ru c t ion  p ro je c t s .



P a g e  4

Besides speci f ic  con t rac t ing  in fo rmat ion ,  con t ra c to rs  were a lso asked to 
p ro v ide  sugges t ions  and recommendat ions f o r  legis lat ion ( o r  no leg is ­
l a t i o n ) ,  to add re s s  the phi losophica l and pub lic  po l icy cons idera t ions  o f  
mino r i ty  bus iness  set as ide p ro g ram s ,  a nd ,  in some cases ,  to p rov ide  
bus iness  and persona l h i s t o r y  ( r e s i d e n c y ,  y e a r s  in bus in e s s ,  e t c . )
Each ques t ionna i re  was accompanied by a Senate Sta te A f f a i r s  Commit­
tee c o ve r  le t te r  exp la in ing  the pu rp o se  o f  o ve r s i t e  on the 
DOTPF /ASCHR  ag reement .  The committee reques ted  r e t u rn  o f  the 
ques t ionna i re s  within two weeks o f  t ransmit ta l and enc losed a se l f  
a d d r e s s e d ,  stamped enve lope  in an attempt to increase t imely pa r t i c ipa ­
tion in the po l l ing p rocess .
S T A T IS T IC A L  ANALYS IS  OF QUEST IONNA IRES
Prime C on t r a c to r  Ques t ionna i re :

4 3 6  ques t ionna i re s  mai led, 4 9  r e tu rn ed  = 11 . 2 % re tu rn  
rate
n ea r ly  h a l f  the re sponden ts  claimed to have been a 
success fu l  DOTPF  c on t r a c to r  du r ing  the time pe r iod  cove red .
2 0 % claimed not to be aware o f  the MBE D i r e c t o r y ,  2 5 % 
d idn' t  use the d i r e c t o r y  to locate s u b - c o n t r a c t o r ,  and 
nea r ly  h a l f  said the "maintained th e i r  own l is t"  f o r  locating 
s u b - c o n t r a c t o r s .
s ign i f icant  number o f  re sponden ts  were not aware that  
a MBE contact fo rm was requ i r ed  as pa r t  o f  a DOTPF  bid 
package .
3 6 % o f  r e sponden ts  said they  have n e v e r  been 
con t rac ted  by DOTPF  reg a rd ing  minor i ty  owned bus inesses  
and sta te c on t ra c t ing .
most prime c on t r a c to r s  f e l t  DOTPF was making a se r ious  
e f f o r t  in a s su r in g  MBE's adequate opp o r tu n i t y  to bid 
state cons t ruc t ion  con t ra c t s .
2 0  % o f  prime c on t ra c to r s  said they were ph i lo soph ica l ly  
opposed to mino r i ty  owned set as ide o r  advocacy  p rog ram s  
and tha t  c u r r e n t  MBE p rog ram s  shou ld  be e l im inated .
1 8% o f  re sponden ts  fe l t  no leg is la t ive  action was 
n ecessa ry .

S ubcon t r a c t o r  Ques t ionna i re :
4 5 0  mailed o u t ,  5 8  r e t u r n e d  = 1 2 . 9 % r e t u r n  rate
7 9 % o f  the r e sponden t s  were ce r t i f i ed  as MBE's 
( 1 2  in 1 9 8 2 , 17 in 1 9 8 1 , 1 1  in 1 9 8 0 )



Mtst/interim

P a g e  . .5

O ve r  h a l f  the re sponden ts  indicated no aware'ness o f  
MBE o f f i c e r  se rv ic e s
o v e r  h a l f  c laimed neve r  to have rece ived bid in format ion 
f rom DOTPF .
2 8 % o f  r e sp onden t s  had subcon t rac ted  on DOTPF  
p ro je c t s .
3 3 % o f  r e sp onden t s  claimed to have been contacted by 
prime c on t r a c to r s
6 7 % o f  r e sp onden t s  claimed n e v e r  to have been contacted by 
prime c on t r a c to r s
o f  the su c c e s s fu l l y  bid c on t ra c t s ,  most were less than 
$100,000.

less than h a l f  o f  the r e sponden ts  knew abou t  the MBE 
contact  fo rm requ i remen t .
a ma jo r i t y  o f  l i k e ly  cons t ruc t ion  p ro jec t  b id d e r s  said 
they  had p rob lems get t ing bonding and c red i t .
o v e r  h a l f  the re sp onden t s  bus inesses  have been 
ope ra t ing  in A la ska  f o r  o v e r  3  y e a r s  with h a l f  o f  those 
o v e r  f iv e  y e a r s .
o v e r  h a l f  the re sponden ts  have l ived in A laska  o v e r  10 
y e a r s  with o v e r  h a l f  o f  them having l ived he re  more than 
2 0  y e a r s .

T he  gene ra l  que s t ion s  in the m ino r i ty  bus iness  que s t io nn a i r e  add re s sed  
and ident i f ied p rob lems p re ven t ing  small A la skan  owned bus inesses  
f rom su cce s s fu l l y  b idd ing on state funded  con s t ru c t ion  c on t r a c t s .  A 
d iscuss ion  o f  those  p rob lems fo l lows .
PROBLEMS IDENT IF IED

In the la st  ten y e a r s ,  b i l l ions o f  d o l l a r s  have been a l loca ted  f o r  s ta te 
funded  con s t ru c t ion  c o n t r a c t s .  T he  sudden exp lo s ion  o f  c o n s t ru c t i o n ,  
coup led with the  s ize and scope o f  many p ro je c t s ,  has p laced small and 
m ino r i ty  owned A la skan  bus inesses  at a t remendous  d i s adv an tag e  in 
su cce s s fu l l y  b idd ing  f o r  c on t ra c t s .
Bes ides the "n o rma l "  p rob lems with A la s k an -ba sed  b u s in e s se s  (h igh  
cos t  o f  l abo r  and t r a n s p o r t a t i o n ,  v a s t  d is t ance s ,  l i t t le  i n f r a s t r u c t u r e  
e t c . ) ,  small and m ino r i ty  owned bus inesses  face specia l p ro b lem s .
Minor i ty  owned bus in e s se s  a re  u su a l l y  small bu s in e s se s  ( u n d e r  $. 
mill ion d o l l a r s  in g r o s s  r e v enue s  p e r  f i sca l y e a r )  and  a re  o f t en  unab le  
to get  b ond ing ,  loans o r  c r e d i t ,  f o r  la rg e - s c a le  c o n t r a c t s .  In



add i t io n ,  they  a re  o f ten  unaware o f  bidding p r o c e d u r e s - o r  no t ices ,  and 
a re  out o f  the mainstream o f  the con t rac t ing  " n e tw o rk " .
A b r i e f  rev iew o f  DOTPF  cons t ruc t ion  c on t ra c t  awards f rom 1 9 7 8  
th r o u g h  1 9 8 2  i l l u s t ra t e s  the p rob lem wel l .  While n ea r l y  5 0 % o f  the 
awards  a re  in amounts u nd e r  $ 1 mill ion d o l l a r s ,  they  r e p re s e n t  less 
than a th i r d  o f  total con t ra c t  d o l l a r s .  The  v a s t  ma jo r i ty  o f  total 
c on s t ru c t ion  d o l l a r s  go to a re la t i v e  hand fu l  o f  con t ra c ts  o v e r  $1 mil l ion 
d o l l a r s .
Most la rg e - s c a le  cons t ruc t ion  p ro jec t s  a re  awarded to o u t - o f - s t a t e  
c o n t r a c t o r s .  Even the ex is t ing '  s ta te  s ta tu te  g iv ing  a b idde rs  p r e f e r ­
ence to A la s k an -b a s ed  bus in e s s ,  is not  su f f i c ien t  to overcome the 
compet i t ive edge l a rg e ,  nat ional  o r  in te rna t iona l  companies have  in 
b idd ing s ta te  funded  con s t ru c t ion  con t ra c t s .
S ince most o f  these  prime c on t ra c to r s  tend to subcon t r a c t  to o th e r  
"ou ts ide "  companies ,  small and m ino r i ty  owned A laskan  bus inesses  a r e  
exc luded  f rom tak ing  advan tage  o f  che massive inpu t  o f  s ta te d o l l a r s  
in to capita l p ro je c t s .
The  execu t iv e  b ranch  has at tempted to add re s s  th is  issue th r o u g h  the 
A SC H R /D O T P F  ag reement b u t ,  so f a r ,  has been unab le  to i n su re  tha t  
a reasonab le  po r t ion  o f  sta te funded  cons t ruc t ion  d o l l a r s  remain in 
A laska  t h r o u g h  con t ra c t ing  with small and m ino r i ty  owned bus in e s se s .

LEG ISLAT IVE  RECOMMENDATIONS
Spec i f ic  s ta tu te s  need add re s sed  b y  the le g i s l a tu r e ,  to a s su r e  a r e a ­
sonab le  o p p o r t u n i t y  f o r  A la skan  owned small bus inesses  to pa r t ic ipa te  
in the c u r r e n t  f lood  o f  s ta te funded  con s t ru c t ion  p ro je c t s .
Fo l lowing a re  recommendat ion f o r  leg is la t ion based on in fo rmat ion 
ob ta ined  f rom  the que s t io nna i r e s :
1. Es tab l ish  an A laska  Small Bu s in e ss  Admin is t ra t ion  u n d e r  the  
Depa r tmen t  o f  Commerce and Economic Deve lopment ( D C E D ) ,  modeled 
a f t e r  the fed e ra l  p ro g ram  tha t  wou ld :  a )  de f ine  smal l bus ines ses  f o r  
the p u rp o se  o f  th is adm in is t r a t ion ,  b )  p ro v id e  a s ou rce  o f  c r ed i t  and 
bond ing f o r  A la ska  based smal l b u s in e s s e s ,  c ) p romote and advoca te  
f o r  small bus ine s s  deve lopmen t  and maintenance in A la ska .
2 . C rea te  a s ta tewide o f f i c e  o f  m ino r i ty  bus iness  e n t e rp r i s e s  in the 
Depa r tmen t  o f  Commerce and Economic Deve lopmen t ,  to a ide ,  advoca te  
and s u p p o r t  smal l ,  m ino r i ty  owned bus inesses  in A la s k a .
3 . De f ine  "sma l l"  A la s k an -b a s ed  bus inesses  to r e a l i s t i c a l l y  r e f l e c t  the 
ave rag e  a s se t s  and capab i l i t ies  o f  ex i s t ing  c o n t r a c t o r s .  De f in ing  "smal l " 
as a bus in e s s  hav ing  u nd e r  $ 2  mil l ion d o l l a r s  in g r o s s  r e v e n u e s  f o r  the 
y e a r  p receed ing  app l ica t ion  f o r  ce r t i f i ca t ion  u nd e r  an A la skan  small 
bus iness  adm in i s t r a t i o n ,  a p p e a r s ,  f rom the q u e s t i o n n a i r e ,  to be a 
rea sonab le  de f in i t ion  f o r  A la ska .



4 . Give adequate  b idde r  p re fe r en ce  to A la ska -based  bus inesses that 
a re  small a n d / o r  minori ty owned .  The  c u r r e n t  5 % b idde rs  p re fe r ence  
shou ld  be ra ised  to a 1 5% p re fe r en ce  to smal l ,  A laskan based bus i ­
nesses .  T he  1 5 % p re fe r e n c e  shou ld  r equ i re  tha t  the low b idde r  receive 
the c on t ra c t  i f  they  r e - subm i t  a bid within 1 0% o f  the nex t  lowest bid 
submitted .
5 . R equ i r e  prime c on t r a c to r s  and jo in t v e n tu r e s  to award no less 
than 5 0 % o f  tota l subcon t r a c t  d o l l a r s  to small o r  mino r i ty  owned 
A laskan  bus inesses  iden t i f ied  and ce r t i f ied  by  the Depar tment o f  
Commerce and Economic Deve lopment .
6 . Inc lude  women, Vie t  Nam v e te ran s  and o th e r  economical ly d isad ­
van taged  c la sses  o f  A la skan s  in minor i ty  s ta tus  f o r  the pu rpose  o f  
these con t ra c t ing  cons ide ra t ion s .
7 . R equ i r e  tha t  no less than,  3 0 % o f  state funded  cons t ruc t ion  con ­
t r ac t s  be awarded  in amounts u nd e r  $1 mill ion do l l a r s  with h a l f  o f  those 
in amounts u nd e r  $2 5 0 , 0 0 0 .
8 . Pass a leg is la t ive  re so lu t ion  cal l ing upon the G ove rn o r  to c rea te  a 
ta sk  f o rce  to add re s s  s ta te po l icy in con t rac t ing ,  local h i r e ,  and small 
bus iness  a d vocacy .  R equ i r e  tha t  the execu t iv e ,  ju d ic ia l ,  and leg is la ­
t ive b r a n c h ,  as weli as o t h e r  work ing  A la skan s ,  a re  inc luded in the 
task  fo rce  to a s su r e  fu l l  r e p re s en t a t i o n . *
9 . R equ i r e  s u r e t y  b ond e r s  to keep adequate re c o rd s  to document 
why bus inesses  a re  denied c red i t  o r  bond ing .

* C ou r t  dec is ions on the ju r i sd ic t ion  and a u th o r i t y  o f  s tates  to limit 
employment and con t rac t ing  oppo r tun i t ie s  to re s iden ts  o r  "p ro te c ted "  
classes o f  c i t izens have been many and v a r i e d .  A U . S .  supreme cou r t  
dec is ion ,  i ssued in F e b r u a r y  1 9 8 3 , uphe ld  a Boston Mayor 's  Execu t ive 
O rd e r  r equ i r in g  that  5 0 % o f  wages paid on c i ty  funded  o r  adminis te red 
cons t ruc t ion  p ro jec t s  be limited to Boston re s id en ts .
Based on the  f ind ings  o f  tha t  dec is ion ,  Senate Bi l l 1 7 4 , was in t roduced  
in the A laska  le g i s l a tu re  on March 1 0 , 1 9 8 3 , b y  Sena to r  Joe Joseph son .  
SB 1 7 4  r e q u i r e s  th a t ,  when a cons t ruc t ion  p ro jec t  is who l ly  funded  by 
state money and the sta te o r  an agency o f  the state is s igna to ry  to the 
con t ra c t ,  w o r k e r  h ou r s  on a c r a f t - b y - c r a f t  basis  must be p e r fo rmed  at 
least 5 0 % by  bona f ide sta te re s id en ts .
SB 1 7 4  adop ts  the speci f ic  language o f  the U . S .  Supreme C ou r t  
decision and rep laces AS 3 6 . 1 0 . 0 1 0  in an at tempt to s t r eng th en  A laska 
h i re  p re fe r e n c e  laws to meet ant ic ipated cou r t  cha l l enges .
While not  d i r e c t l y  a f fe c t ing  small and minori ty bus iness  con t ra c t in g ,  it 
appea rs  tha t  the Boston decis ion puts  Alaska "back  in the res idency  
bu s in e s s " .  A la ska ' s  a u th o r i t y  to g r a n t  b idde r  p re fe r en ce s  to res iden t  
owned small b u s in e s se s ,  f o r  ins tance ,  is s t r eng th en ed  by the supreme 
cou r ts  dec is ion .
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T o -  ‘ A l a s k a n  C o n t r a c t o r s  (P r im e  C o n t r

From: Senator Vic Fischer, Chair
Senate State Affairs Carmittee

Date: . September 29, 1982

He: Minority business contracting

In the last five years, massive amounts of public dollars have gone to 
the State Department of Transportation and Public Facilities (DOTPF) for 
statewide construction projects. ' . .

It is the intent of the legislature that all Alaskan businesses are 
assured an equal chance to bid on and participate in state funded 
capital projects.

In order to assure this, the State Human Rights Commission entered into 
an agreement with DOTPF in June of 1980 to increase participation of 
minority cwned small businesses in state construction contracting.

As the committee of oversite for the Human Rights Commission, the Senate 
State Affairs Committee is vitally interested in how seriously state 
agencies comply with agreements made with the Commission. We cannot 
determine this without your help.

The enclosed questionnaire was prepared by the Committee• to help 
determine just how effective that agreement has been. Direct information 
from you is the only way to verify or refute the success of this 
agreement. Your response will be greatly - appreciated.

The scope of this questionnaire includes contracts and sub-contracts 
involving minority owned businesses frcra June 1980 to June 1982. It 
does not include female owned businesses nor projects paid through 
federal, municipal or private funds.

The purpose or the agreement is to help, not hinder, your efforts to 
include small minority owned businesses in subcontracting procedures.
We need to know If you think it has been successful and where you feel 
the system could be improved.

PP -
Please return this questionnaire by October 15- to Senator Vic Fischer, 
Chair, Senate State Affairs Carmittee, 1024 W 6th Avenue, Suite 204-C, 
Anchorage, Alaska 99501. We have enclosed a self-addressed, stamped 
envelope for your convenience. For further information call Ginger r 
Eaim,in my office, at 278-3654.



. , PRIME CONTRACTOR‘QUESTIONNAIRE-. .
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COMPANY NAME: 

ADDRESSi 

PHONE:

1 . Did you submit a  bid on any contracts for DOTPF projects fron June 
1980 through June 1982? Yes  No.

2. Have you subcontracted any work for DOTPF from June 1980 to June 
1982? Yes No.

List firms you have subcontracted with on 
DOTPF projects frcm June 1980 to June 1982.

1 ._______ ; • 4v_______________ 1

2. 5.

3. 6.________________________

(Please list additional firms on space 
provided at the end of this questionnaire.)

3. Are you aware of the MBE Directory prepared by DOTPF's Office of . 
Minority Business Enterprises (QM3E)  Y e s  No.

4. When did you be core aware of this directory?___________________
• • *

5. Did you refer to the MBE Directory when looking for subcontractors? 
Yes No.

6. Is the MBE Directory adequate for your needs?  Yes  _No.
What would you like done to improve its usefulness to you?

•7. Hew else do you contact-MBE's?

Do you maintain your cwn list? Yes ____No.

8. Are you familiar with' the MBE contact form provided by DOTPF? 
Yes No.
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9 .  A r e  y o u  a w a r e  t h a t  i n  o r d e r  f o r  D O T P F  t o  a p p r o v e  a  s u b c o n t r a c t ,  a
c o m p le t e d  M B E  c o n t a c t  f o r m  (2 5  A  3 2 9 )  m u s t  b e  s u b m i t t e d ?   Y e s

~No.

1 0 .  Ha<=: D O T P F ,  t o  y o u r  k n o w le d g e ,  e v e r  a p p r o v e d  a  s u b c o n t r a c t  w i t h o u t  a
c o m p le t e d  M B S  c o n t a c t  f o r m ?   Y e s   N o .  ( I f  y e s ,  p l e a s e  p r o v i d e
a d d i t i o n a l  i n f o r m a t i o n  a t  t h e  e n d  o f  t h i s  q u e s t i o n n a i r e ) .

1 1 .  H e w  m a n y  t i m e s  d i d  D O T P F  c o n t a c t  y o u  r e g a r d i n g  M B E ' s  f r o m  J u n e  1 9 8 0
t o  J u n e  1 9 8 2 ? _________________________ W a s  t h e  c o n t a c t  a d e q u a t e  t o  f u l l y
i n f o r m  y o u  o f  t h e  s u b c o n t r a c t i n g  r e q u i r e m e n t s ? ________Y e s ________ N o .  D o
y o u  k n e w  t h e  c o n t a c t  p e r s o n  w i t h i n  D O T P F  t o  c a l l  f o r  f u r t h e r  i n f o r m a t i o n  

' a b o u t  m i n o r i t y  b u s i n e s s  c o n t r a c t i n g ?  •  Y e s  N o .

1 2 .  F r o m  y o u r  p e r s o n a l  e x p e r i e n c e ,  h e w  s e r i o u s  d o  y o u  p e r c e i v e  D O T P F  t o  
b e  i n  p u r s u i n g  m e t h o d s  t o  a s s u r e  a d e q u a t e  in v o l v e m e n t  o f  M B E ' s  i n  s t a t e
c o n t r a c t i n g ?   V e r y  s e r i o u s ________ S e r i o u s  e n o u g h   N o t
s e r i o u s  •______  " w h it e w a s h "   .

C o m m e n ts ?  • ____

■ 1 3 .  W h a t  w o u ld  y o u  l i k e  t o  s e e  D O T P F  d o  t o  h e l p  c o n t r a c t o r s  c o m p ly  w i t h  
M B E  c o n t a c t  r e q u i r e m e n t s ?  . •

1 4 .  W h a t  w o u ld  y o u  l i k e  t o  s e e  t h e  l e g i s l a t u r e  d o  t o  h e l p  a s s u r e  a l l  
s m a l l  A la s k a n  b u s i n e s s e s  a n  e q u a l  c h a n c e  t o  b i d  o n  a n d  p a r t i c i p a t e  i n  
s t a t e  f u n d e d  c o n s t r u c t i o n  p r o j e c t s ?  ______________________________________

1 5 .  W h e n  b i d d i n g  o n  a  p r o j e c t  f o r  w h i c h  y o u  i n t e n d  t o  s u b c o n t r a c t ,  w h a t  
p r o b le m s  w o u ld  i t  p r e s e n t  t o  y o u  s h o u l d  D O T P F  r e q u i r e  e v i d e n c e  o f  h a v in g  
c o n t a c t e d  a  M B E  a s  p a r t  o f  y o u r  b i d  p a c k a g e ? __________________



1 6 .  P l e a s e  p r o v i d e  a n y  o t h e r  c o n t e n t s  o n  t h e s e  q u e s t i o n s :

S p a c e  f o r  a d d i t i o n a l  c o n t e n t s  o n  p r e v i o u s  q u e s t i o n s : '



SCR 2:

1) Requests the Governor to appoint a task force to assess state  
pol icy in contract ing, local h i r e ,  and small business advocacy.

a) promote small business development
b) a s s i s t  in securing c r e d i t ,  bonding, and loans for  small 

Alaskan owned businesses;
c) Wherever possib le ,  assure that state funded construction  

projects are ta i lored  so \.hat a reasonable proportion 
can be performed by small Alaskan owned businesses.

2) Directs  the attorney general to seek and recommend measures 
to assure that a reasonable portion of state-funded construc­
tion projects are contracted thru small Alaskan owned businesses.  
Must be consistent  with both US and Alaskan Consti tut ions.




