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FURTHER REFERRALS:

CSSB 2I2(FIN) am

CS FOR SENATE BILL NO. 212(FIN) am STATE PROCUREMENTS AND PUBLICATIONS
"An Act relating to the giving o f procurement notices; changing the content o f the required procurement reports 
to the legislature by the commissioner of administration; relating to publications produced by state agencies; 
establishing an innovative construction procurement methods pilot program; and establishing legislative findings, 
a legislative purpose, and legislative intent for state procurement; and providing for an effective date.
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FISCAL NOTE
STA TE O F  A L A SK A  BILL N O . H CS CSSB 212(L&C)
1994 LEG ISLA TIV E SESSIO N
Revision D a te :__________________________________________________ Dept. Affected:__________Statew ide*_______________
T itle :  ________ An Act rela ting  to the giv in g of p rocurem ent____ BRU: _________________________________
notices: changin g the co n ten t of the  required  procurem ent..._____ C om ponent: _________________________________
Sponsor:  Senate Labor &.CQmmeK£--------------------------------------------------------------------------------------------------
R equestor:  Labor & Com m erce______________ C O M P O N E N T  SERIAL N O . __________________

E x p en d itu res /R ev en u es: (T housands of Dollars)
OPERATING FY95 FY% FY 97 T V  98 FY 99 LY 00

PERSONAL SERVICES 0 0 0 . 0 ____ 0
TRAVEL 0 0 1 0 0 0

CONTRACTUAL 0 0 0 0 0

s u p p ij e s s . ! ' 256.1* 23ol* _ _ z i c r 256.1*
EOL~MENT 0 0 0 _____ 0 0 0
LAND STRUCTURES 0 0 0 I 0 0 0
GRANTS. CLAIMS 0 0 0 0 0
MISCELLANEOUS 0 (.) 0 ..ft 0
TO TA L O PLRA TIN G 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*

CA PITA L 1 0  | 0  | 0 | 0 | 0 | 0 |

r  REV EN U E FU N D  SO U R C E: | 0 | 0  | 0 | 0  | 0 | 0  |

F U N D IN G :
1002 Federal Receipts 4 4 ♦ 4 ♦ 4
1003 GF Match 4 * 4 4 4
1004 GF * 4 * ♦ 4 4
1005 GF /P rogram  Receipts ¥ 4 * * 4 4

1006GF/MHTIA 4 4 * 4 4 4
Otha- ♦ 4 4 4 4 4
TOTAL 256.1* 256.1* 256.1* 256.1* 256.1* 256.1*

P O S IT IO N S
FULL.-TIME 0 0 0 0 0 . u____
PART-TIME 0 0 § . 0.. 0 0
TEM PORARY 0 0 0 0 0 0

Estimate of current year (FY94) impact: $______

A N A LY SIS : (a ttach  a se p a ra te  p ag e  if necessary .)
See a tta c h e d .

*Bids a re  a w a rd e d  by  th e  D ivision  on  behalf of cu sto m er agencies th a t h a v e  a varie ty  o f fu n d in g  sources. T his analysis 
reflects po ten tia l co;;t im p ac ts  to all agencies as a resu lt of po ten tia lly  h ig h er  bid a w a rd s . T hese a re  no t cost im pacts to 
the  D iv ision  o f G en era l Services.

Prepared By: D u gan Petty. Director   Phflflg;________465-2250
D iv is io n : General Services Z7   D a te :

A pproved by  Com m ission e r  N ancy Bear Usera \  V \ \  f\ t \  I___________  Date; T  
T!

For ' rther distribution information call the Governor's Legislative Office
Agency:

PREPARER T O  PR O V ID E ALL D ISTRIB’ IT lb N  CO PIES T O  G O V E R N O R 'S  LEGISLATIVE OFFICE

Rev 11 /92
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Section 2 of the bill requires notices of bids and proposals to be mailed only to in-state bidders on 
the contractors list when practicable. We estimate this bill will result in Alaska bidders receiving 
66% more of the awards that currently go out-of-state. On average, over the past seven years J4 
bids a year arc awarded to out-of-state bidders. The graph below demonstrates the number of out- 
of-slate awards in relationship to in-state bid awards over the past seven years.

Invitations to Bid Issued by Department of Administration

439
412 414

FY87 FY88 FY89 FY90 nr91 FY92 FY93

■ Awards to Alaska Bidders □ Awards to Out-of-State Bidders

An analysis of out-of-stale bids issued from FY87 through FY91 indicate that prior implementation 
of this bill, if 66% effective, would have kept an average of $1.3 million per year worth of 
contracts issued by the Department of Administration in-state. The average annual addition costs 
to State r'.gencies of not purchasing from the otherwise low bidder would be approximately $356.0. 
(See graph and table below.)
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FY87 FY88 FY89 FY90 FY91 FY92 FY93
Value Out-
o f - S t a t e
Awar ds

$1,335.1 $1,499.5 $1,618.7 $4,324.0 $730.0 $3,340.0 $1,605.0

Value of 
Low AK 
Bidders

$1,922.0 $1,754.0 $2,010.1 $4,992.1 $835.1 $4,730.1 $1,993.0

Cost if 
Awa r d e d  
to Low AK 
Bidders

$586.8 $254.5 $391.4 $668.1 $105.2 $1,390.0 $388.0

The bill permits bids to be issued to out-of-state bidders when specifically requested or when the 
notice limitation to only in-state bidders is not practicable. We estimate the number of bids that 
will go to out-of-stale vendors and the number of out-of-state bid awards to be reduced by 66%. 
Therefore we project, based on the most recent FY93 data, the potential fiscal impacts associated 
with 66% of the out-of-state awards going to the low Alaska bidder to be:

• Projected Awards Captured for In-State Business 24 x 66% =
• Projected Value of Low Alaska Bidder $1,993.0 x 66%=

Captured for In-State Business
• Projected Value o f Out-of-State Awards $1,605.0 x 66% =

• Projected Fiscal Impact (Difference)

16 awards 
$1,315.40

$1,059.30

$256.1



F I S C A L  N O T E
ST A T E  O F  A L A SK A  BILL N O . H C S CSSB 212IL & Q
1994 LEG ISLA TIV E SESSIO N
Revision D a te :__________________________________________________ Dept. Affected:__________Adm inistration___________
T i t le :  ________ An Act rela ting  to the g iv ing of p rocu rem en t BRU: ------------f is O H a L S e g m ---------------
notices: ch an g ing  the  co n ten t of the  req u irem en t p rocurem ent. .C o m p o n e n t  ------------Purchasing-------------------
Sponsor:  Senate Labor & Com m erce_______________  __________________________________
Requestor:  H ouse t^ h n r  & Com m errp  C om m ittee C O M P O N E N T  SERIAL N O . ________ fjQ_______

E x p e n d itu re s /R e v e n u e s: (T housands o f L Ja rs)
OPERATING FY 95 FY96 FY 97 FY 98 FY 99 FYOO

PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 . -a...... . Q .. _Q ... . .Q...
CONTRACTUAL 0 0 0 ■0 ....

SUPPLIES 0 0 iS t f p i i S l i 0 . CL .
0 0 u 0 I S _______ 0

LAND & STRUCTURES 0 0 0. .0. 0 0
GRANTS. CLAIMS 0 0 0 . ... . o .. !>, 0
MISCELLANEOUS 0 0 0 0 0 0
T O TA L O PERA TIN G 0 0 0 0 0 0

C A PIT A L  | 0  1 0  | 0  | 0  | 0 | ~0

R E V EN U E FU N D  SO U R C E : | 0 I 0 | 0  | 0  I 0  | ~0

F U N D IN G :
1002 Federal Receipts 0 0 0 0 .0 . . .  CL
10(13 GF Match 0 0 0 0. 0

1(1)4 GF 0 0 0 . . ........ 0 ....... 0 . 0.
1005 GF /P rogram  Receipts 0 0 0 1 1 0 0
1(106 GF/M HTIA 0 0 0 0 0 0 .. ....
Other 0 0 0 0 0 0
TO TAL 0 0 0 0 0 0

P O S IT IO N S
F( JIJ.-71ME 0 0 0 0 0 0
PART-TIME 0 V 0 H  n 0 0
TEMPORARY 0 0 0 0 0 0

E stim ate  o f  cu rren t y e a r  (FY94) im p a c t  $_______

A N A L Y S IS : (a ttach  a se p a ra te  p ag e  if necessary .)

This bill w ill req u ire  o n e-tim e  no tices o f th e  rev ised  s ta tu te  to  a ll b id d e rs  o n  th e  con tracto rs list m a in ta in ed  u n d e r  AS 
36.30.050. T herea fte r no tices w ill be m ailed  o n ly  to b id d e rs  w ith  A laska z ip  codes un less a b id d e r  specifically  requests 
a b id  so lic ita tio n  for a specific  In v ita tio n  to  Bid.

Fiscal im p a c t to  th e  D iv ision  w ill be m in im al. ^

P re p a re d  By: D u gan  Petty. D irector Phone: 465-2250
D iv is io n : G eneral Services___ J  \    D a te

A pproved  by  Com m issioner: N ancy Bear Usera \ \ \ \ \  [ \ K  / ______________ Date; 
A gency: ________ Department of Adrnf^tatiiapbr:--------------------

PREPARER T O  PR O V ID E  ALL D IS T R IB U n O N ^ O P IE S  T O  G O V E R N O R 'S  LEG ISLATIVE OFFICE 
F or fu rth e r  d is tr ib u tio n  in fo rm a tio n  call th e  G o v e rn o r 's  L eg isla tive  O ffice  

Rev 11 /9 2  Page  1 o f____1



STATE OF ALA A
1994 LEGISLATIVE SESSION

FISCAL NOTE
J l ..

BiL'

(S) Publish Date: ^ ~ s~ \ ~J"1 *~l

Revision Date: 
Tide:

Sponsor

1/27/94
State Procurements and Publications

Senate L&C Committee

Department Affected: DOT&PF
BRU: E&OS

Component: D&C
C o m p o n en t S e r ia l  N u m b e r: 5 4 7

O P E R A T IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 5.0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 c 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G : 5.0 0 0 0 0 0

I CAPfTAL 0 0

I REVENUE FUND SOURCE"

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 5.0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L  FU N D IN G : 5.0 0 0 0 0 0

P O S IT IO N S
FULL-TIME
PART-TIME
TEMPORARY

Changes in
reflect NO FISCAL CHANGE Irom me ongmai 
fiscal note. This fiscal note is appropriate.

date Comte Ade (initial)

Estimate o f cunent year (FY94) impact* S 0

Changes in C  5 ̂  jJ J  i X  (£ <fCj\ 
reflect NO FISCAL CHANGE from the ongmai 
fiscal note. This fiscal note is appropriate.

_____
da® Coti)o Ade (initial)

ANALYSIS: (A ttach  a  se p a ra te  page if necessary) The $5,000 w ill be used to develop regulations for 
the pilot program. Since this is a  pilot program, it will not be applied to all state funded projects but on selected 
ones with the most opportunity for success. In FY94 about $30 r.iillion in state funded projects were awarded. We 
anticipate it being used on approximately 10% o f (he projects. Although any bonuses should be off set by lower 
bids, it may be necessary to set a s i c ^ j n o i ^ s g g j f i c f i u ^ ______________________________

Prepared by: Mai L inthw aite. D irector 

Division: E & O S

Approved by Com missioner _______
B.A. Campbell I

Agency: Department o f Transportation and Public Facilities

Phone: 465-2951

Date: February 1 ,1994

Phone: 465-3901

Date: February 2 ,1 9 9 4

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For furthsr distribution Information call tha Govarnor’a Lsglalativs Offlcs

Page 1 of 1



Alaska State Legislature
Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

SENATE LABOR AND COMMERCE  
COMMITTEE

STATE CAPITOL. SUITE 101 
JUNEAU. ALASKA 99801-1182 
PHONE: (907) 465-3822 
FAX: (907) 465-3756

716 W 4TH. SUITE 400 
ANCHORAGE, AK 99501-2133 
PHONE: (907)258-8100 
FAX: (907) 258-4524

SECTIONAL ANALYSIS FOR CS SB 212 (FIN): 
THE "BUY ALASKA" BILL

S e c t io n  1: F in d in g s , P u rp o se , an d  In ten t.

S e c t io n  2: A m end s AS 3 6 .3 0 .1 3 0 , P u b lic  N o tice  o f  In v ita tio n  to  B id ,
to  e n c o u ra g e  p ro c u re m e n t o ff ic e rs  to  re s tr ic t  n o tice  o f  c o n tra c t so lic ita tio n  
w hen  p ra c tic a b le  to  A la sk an  su p p lie rs  w h en  and  p ro v id e rs  o f  se rv ic e s  
d e s ir in g  to  c o m p e te  fo r  s ta te  c o n tra c t w o rk , u n less  s p e c if ic a l ly  re q u e s te d  
by an o u t-o f -s ta te  c o n tra c to r . (T h is  p ra c tic e  a lread y  in  D O T /P F .)

S e c tio n  3  & 10; P ro v id e  a 4 y ear su n se t to S ec tio n  2 so  th a t its  
e f fe c tiv e n e s s  m ay  be e v a lu a te d . T h is  su n se t w as p u t in a t th e  re q u e s t o f  
the  D e p a r tm e n t o f  A d m in is tra tio n .

S e c t io n  4 : A m en d s AS 3 6 .3 0 .5 4 0 , P ro c u re m e n ts  R e p o rt to  th e
L e g is la tu re , to  re q u ire  th a t th e  c o m m iss io n e r 's  r e p o r t  on  p ro c u re m e n t to  
the  le g is la tu re  in c lu d e  th e  n u m b e r  o f  b id d e rs  lo ca ted  in  th e  S ta te  an d  o u t-  
o f-s la te  th a t b id  o r m ad e  p ro p o sa ls  on p ro cu re m en ts . T h is  w ill a llo w  the 
le g is la tu re  to  tra ck  the  su c ce ss  o f  the p ro c u re m e n t re fo rm s .

S e c t io n  5 : R e p e a ls  and re -e n a c ts  \ S  4 4 .9 9 .2 0 0 , P ro d u c tio n  o f
P u b lic a t io n s , to  re p la c e  th e  re q u ire m e n t th a t S ta te  p u b lic a tio n s  be 
p ro d u c e d  a t  S ta te -o p e ra te d  fa c il i t ie s  w ith  a re q u ire m e n t th a t  S ta te  
p u b lic a tio n s  be p ro d u c e d  a t a p riv a te  se c to r  fa c ility  lo c a te d  in  th e  S ta te  
w h en  p ra c tic a b le . In a d d itio n , it m a n d a tes  th a t s ta n d a rd s  fo r  the  
p ro d u c tio n  o f  p u b lic a tio n s  be e s ta b lish e d  by  th e  D e p a rtm e n t o f  
A d m i n i s t r a t i o n .

S e c t io n  6 : A m en d s A S 4 4 .9 9 .2 1 0 , D isc lo su re s  on  P u b lic a tio n , to
co n fo rm  to  S ec tio n  5.

S e c t io n  7 : R e p e a ls  AS 4 4 .9 9 .2 3 0 , S ta n d a rd s  fo r  S ta te  P u b lic a tio n s .
T h is  p ro v is io n  w as am en d e d  in to  4 4 .9 9 .2 0 0  (S e c tio n  5 ).



S e c tio n a l A n a ly sis  - SB 212 
"B uy  A lask a"  B ill 
P ag e  2

S ec  o n  8 ; E s ta b lis h e s  an  In n o v a t iv e  C o n s tru c tio n  P ro c u re m e n t  
M e th o d s  P ilo t P ro g ram  w ith in  th e  D O T /P F  fo r a p e rio d  o f  tw o  y e a rs . T h is  
p ro g ra m  w ill a llo w  the  d e p a r tm e n t, th ro u g h  re g u la t io n , to u se  b o n u se s  to 
re p la c e  th e  ^ irren t p re fe re n c e s  re q u ire d  u n d e r  A S 3 6 .3 0 .

T h e  c o m m is s io n e r  m u st f irs t d e te rm in e  in w ritin g  th a t u s in g  the  
in n o v a tiv e  m e th o d s  is in th e  b e s t in te re s ts  o f  the s ta te , n o t c o n tra ry  to  the 
in te n t an d  p u rp o se s  o f  the c u r re n t  p re fe re n c e  sy s te m , an d  d e s c r ib e  how  
the  in n o v a tiv e  m e th o d s  m o d ify  th e  p ro c u re m e n t p ro c e d u re s  o f  3 6 .3 0 . T h e  
c o m m is s io n e r  sh a ll m ak e  tw o  re p o r ts  to th e  le g is la tu re  on th e  c o n s tru c tio n  
c o n tra c ts  a w ard e d  u n d e r the p ilo t  p ro g ram  15 and  27 m o n th s  a f te r  it 
b e g in s .

S e c t io n  9 : E s ta b lish e s  th a t re p o r t  re q u ire m e n ts  u n d e r  S e c tio n  4 o f
th is  ac t ap p ly  to  rep o rts  d u e  a f te r  the  e f fe c tiv e  d a te  o f  th is  ac t.

S e c t i o n  1 0 : W ith  S ec tio n  3, p ro v id es  a 4 y e a r  su n se t to  S ec tio n  2 so
th a t th e  e f fe c tiv e n e s s  o f  lim itin g  c o n tra c t  s o lic ita tio n  to  A la sk a n  b u s in e sse s  
an d  p u b lic a tio n s  m ay  be e v a lu a te d . T h is  su n se t w as p u t in a t th e  re q u e s t 
o f  th e  D e p a rtm e n t o f  A d m in is tra tio n . E s ta b lish e s  th a t th e  f ir s t  r e p o r t  
u n d e r S ec tio n  4 o f  th is  ac t is  d u e  Ja n u a ry  15, 1995.



Alaska State Legislature
Senator Tim Kelly, Chair
Senator Steve Rieger, Vice Chair 
Senator Bert Sharp 
Senator Judy Salo 
Senator Georgianna Lincoln

STATE CAPITOL. SUITE 101 
JUNEAU. ALASKA 99801-1182 
PHONE: (907) 465-3822 
FAX: (907) 465-3756

S P O N S O R  S T A T E M E N T

SENATE LABOR AND COMMERCE  
COMMITTEE

716 W. 4TH. SUITE 400 
ANCHORAGE. AK 99501-2133 
PHONE: (907) 258-8180 
FAX: (907) 258-4524

CS SB 212(F IN ):  "BUY A L A S K A " I.F.OTSI.ATTOl
State government is one of the largest purchasers of goods and services in 
the Alaskan economy, purchasing everything from road design and 
construction sendees to copy machines and paper and pencils. The use of 
services and products provided by Alaskan businesses stabilizes and 
diversifies Alaska's economy.

SB 212 aims to help strengthen Alaska's economy by increasing the share of 
State government's contracts for goods and services going to Alaskan 
businesses.

Specifically, this legislation would establish an Innovative Construction 
Procurement Methods Pilot Program within the DOT/PF for a period of 
two years to implement an Alaska Bonus Program to replace the current 
preferences.

Current incentives include the Alaskan Bidders Preference, Alaska 
Subcontracting, Disadvantage Business Enterprises/Equal Employment 
Opportunity programs, and Alaska Products Preference, and the Alaska 
Hire Program. The latter two are largely unworkable and consequently 
underutilized or not utilized at all. Allowing the DOT/PF to test on a trial 
basis a bonus system which provides bonuses at project completion and 
encourages the same policy goals would be more economically beneficial 
for vendors, reduce administrative costs and bid protests, and could likely 
be used in joint federal/state projects where State preferences are 
currently not allowed.

The commissioner wc old establish this program through regulation and 
report to the legislature on the program's progress 15 and 27 months after 
implementation. If successful, the legislature could expand and extend this 
program indefinitely, replacing the current preferences.

i



Lastly, this bill incorporates a number of provisions from the "Make-It- 
Alaskan" legislation from the 17th Legislature, House Bill 245, which 
would also increase the amount of State work going to Alaskans. This bill 
would'

1) Encourage procurement officers to restrict notice of contract solicitation 
to Alaskan suppliers and providers of services desiring to compete for state 
contract work. (This practice is already standard in DOT/PF);

2) Require the commissioner to include in his report to the legislature on 
State procurements the number of bidders located in-state and out-of- 
state that bid or made proposals on procurements;

3) Replace the statutory requirement that State publications be produced 
at State-operated facilities with a requirement that State publications be 
produced at a private sector facility located in the State when practicable. 
In addition, standards for the production of publications would be 
established by the Department of Administration, and a cost box would be 
required for all publication's exceeding $1,500 in cost.



D e p a r t m e n t  o f  T r a n s p o r t a t i o n  
a n d  P u b l i c  F a c i l i t i e s

P O S I T I O N  

P A P E R

BILL NO: CS SB 212 APPROVED:u v m  ____
.b ,

DATE: February 2', 1994TITLE: State Procurements and
Publications

The Department of Transportation and Public Facilities is generally 
supportive of innovative ways of contracting which will reduce the 
bureaucratic process. Even with an innovative program of bonuses, it may be 
difficult to alternate the basic process of awarding, furnishing materials, etc. 
Nearly all successful contractors are Alaska based and only a very small 
percentage of material originates from out of state.

For Further a t 465-3904.



D iscussion  Bullets for:

P ro c u re m e n t  Code M o d if ica t io n s  to 
Im p le m e n t  a State B onus P rogram

Background:
For several y ears  th o se  ag en cies  co n d u c tin g  pub lic  w o rk s  co n trac ts  h av e  been  co n ce rn ed  o v e r 
the  effectiveness o f  in c en tiv e  p ro g ram s  such  as "D isa d v an tag ed  B usiness E n te rp r ise s / E qual 
E m p lo y m en t O p p o r tu n ity " , "A laskan  H ire", an d  A la sk a  "p refe ren ces"  w ith in  the  S ta te  
P ro cu rem en t. A n d  w h ile  a co n sid erab le  effort in  b o th  m a n p o w e r  a n d  m o n e y  h av e  g o n e  in to  
these  areas, it re m a in s  th e ir  b e lie f th a t the fullest, m o s t p o s itiv e  re su lts  p o ssib le  fro m  th ese  
incen tiv e  p ro g ra m s  h a v e  n o t b een  a tta in ed . T herefo re  it is su g g e s te d  th a t th e  c u rre n t 
p references be re p la c e d  w ith  a b o n u s  p rogram .

Benefits:
T he fo llow ing  b en e fits  w ill b e  ach ieved  by in co rp o ra tin g  a b o n u s  p ro g ram :

• The p ro g ra m  w ill b e  m o re  "econom ically" b enefic ia l to  v e n d o rs  a n d  hence m o re  
read ily  u sr?d.

• A d m in is tra tiv e  e n fo rce m en t costs assoc ia ted  w ith  b id  p ro te s ts , reco rd  k eep in g  
req u irem e n ts  a n d  in sp ec tio n s  w ill b e  red u ced .

• "G am e p lay in g "  on  th e  p a r t  o f v en ders , for th e  so le p u rp o s e  o f  o b ta in in g  the  co n trac t, 
w o u ld  be d e c re a se d  o r  e lim in ated .

•  Federal a n d  s ta te  m a n d a te d  incen tives co u ld  still b e  im p le m e n te d , b u t a t a tim e  m o re  
co nducive  to  th e  o v e ra ll p ro jec t an d  w ith  re d u c e d  a d m in is tra tio n  costs to all p a rtie s .

• F ederal re g u la tio n s  w h ich  p ro h ib it "localized b id d in g  p re fe rences"  d o  n o t p ro h ib it 
p e rfo rm an ce  in c en tiv e s  — a n d  in  fact th e  fed e ra l ag en cies  m a y  ev en  p ro v id e  fu n d in g .

• R eciprocal t ra d e  s ta tu te s  b a se d  on  "preferences" w o u ld  b eco m e  in co n seq u en tia l.

• O ver tim e e ffec tiv en ess  o f  th e  incen tiv e  p ro g ra m s  w o u ld  im p ro v e , a d m in is tra tiv e  
costs w o u ld  d ec rease , a n d  b id  p rices w o u ld  re tu rn  to  th e  c o m p e titiv e  levels th a t  w e re  
en co u n te red  p r io r  to  the  b o n u s  p ro g ram .

Suggested Overview of the Bonus Program:
It is en v is ion ed  th a t th e  b o n u s  p ro g ra m  co u ld  p ay  u p  to  5% o f th e  c o n trac t aw ard  a m o u n t in 
ad d itio n a l b o n u s  m o n e y . By b a s in g  the v a lu e  o f th e  b o n u s  o n  th e  c o n tra c t aw ard  a m o u n t, 
co n tingency  fu n d s  c o u ld  b e  se t a s id e  a t the  tim e o f a w a rd  fo r p a y m e n t o f th e  b o n u s a t  a la te r 
d a te . U pon  sa tis fac to ry  p e rfo rm a n c e , b on us p ay m en ts  in  th e  fo llo w in g  areas  an d  in  th e  
su g g ested  am o u n ts , co u ld  be p a id . The v ario u s  levels o f a b o n u s  w o u ld  b e  set in  th e  
specifications o r re g u la tio n s  so  th e y  co u ld  be a d ju s te d  to  th e  c h a n g in g  p ro c u re m e n t n eed s .

(see tab le  on  fo llow ing  p ag e)

_  D i s t t f i s t * * '  g u t c c r r  _

C o tk  ' ' f i l U i l l l ' '



Incentive Under Consideration Suggested Bonus Value
• (maximum percent of contract)

Disadvantaged Business Enterprises/ Equal 
Employment Opportun ity, both state and federal 
mandates are address by the current program.
(5% of th e  v a lu e  of th e  q u a lify ing  D B E /E E O  contracted  
services, u p  to the  a llo w ab le  m ax im u m  d o lla r  am o u n t, w o u ld  
be p a id .)

Recommended bonus . . . 2%

Alaska Hire Program, currently a state program 
which mandates the use of the local work force 
on state funded construction projects.
(5% of the  sa laries -  as d o c u m e n ted  in  th e  certified  payro ll 
- for all a lask an  w o rk ers , u p  to the  a llo w ab le  m axim um  
do lla r am o u n t, w o u ld  b e  elig ible for a bonus.)

Recommended bonus . . . 2%

Alaska Bidder's Preference, currently a state 
preference program within AS 36.30 which gives 
bidders residing in Alaska a bidding advantage 
over non-resident bidders. In its present form 
this is not an allowable incentive on federal aid 
contracts.

Recommended bonus . . . 2%

Alaska Products Preference, currently a state 
preference program within AS 36.30 which gives 
bidders a bidding advantage when using products 
made in Alaska. In its present form this is not an 
allowable incentive on federal aid contracts.
(3 ,5  o r 7% of th e  invoice am o u n t -  as d o cu m en ted  by the  
m an u factu rer - for all a la sk a n  p ro d u c ts , u p  to the a llow able  
m axim um  do lla r am o u n t, w o u ld  be e lig ib le  fo r a bonus.)

Recommended bonus . . . 2%

Subcontracting, currently the state requirements 
within AS 36.30 make it difficult, though not 
impossible, for non-resident subcontractors to 
work, on state funded construction projects. An 
alternative to this approach is to reward prime 
contractors for using local subcontractors.
(5% of the  va lue  of the  q u a lify in g  a la sk a n  subcon trac ted  
services, u p  to the  a llo w ab le  m ax im u m  d o lla r  am o u n t, w ou ld  
be p a id .)

Recommended bonus . . . 2%

Bonus Program Details:
The department has developed conceptual guidelines and parameters in each of the above
incentive areas. We would be happy to share tliis information with lawmakers or assist them 
in whatever way possible.



Example:
A b rid g e  project, w ith  an  aw ard  a m o u n t of $1,000,000 to re s id e n t b id d e r; locally  m a n u fa c tu re d  
m a te ria ls  v a lu e d  a t $300,000; a  local w o rk fo rce  p ay ro ll for the  p r im e  c o n tra c to r  o f $400,000; 
local su b co n trac to r  services v a lu ed  a t $100,000; a n d  DBE con trac ts v a lu e d  a t $50,000 w o u ld  
p ro d u c e  th e  fo llow in g  bonus.

• Bidder's Preference for the prime yields a bonus of
■ Alaska Product preference for locally manufactured 

concrete components with a manufactured value of 
$300,000 and a DCED Class III certification yields 
$300,000 times .07 = $21,000.00, but by specification 
this amount is capped at

• .Alaska Hire
based upon a certified payroll of $400,000 yields 

' Subcontracting Bonus
based on subcontracts valued at $100,000 yields

• DBE Subcontracting Bonus
based on subcontracts valued at $50,000 yields

$1,000,000 times .02 = $20,000.00

$20,000.00

$400,000 times .05 = $20,000.00

$100,000 times .05 = $5/300.00

$100,000 times .05 = $2.500.00 
Yields a subtotal Project bonus of = $67,500.00

But, the OVERALL PROJECT bonus is capped at 5%. Thus the
maximum amount payable to the contractor on a $1 million award is $50,000.00



University of Alaska 
Small Business 
Development Center

M EM O R A N D U M

TO: Senate Economic Task Force

FR: Larry Cash, Chair, Small Business Development Center Task Force on State
Procurement

DATE: February 18, 1994

SUBJ: Support for SB 212(FIN) relating to State Procurement (BUY ALASKA)

Members o f  the UAA Small Business Development Center Advisory Board convened a special 
Procurement Task Force to discuss state procurement initiatives and specifically SB 212 which 
was reintroduced this session. The task force met on February 10 and focused their discussions 
on this important legislation and how it will affect small businesses in Alaska and their ability 
to compete with out-of-state bidders.

We support the passage o f SB 212 and believe it will have a positive impact on small business 
in Alaska. The fiscal note o f $5000 from Department o f Transportation to formulate and 
administer the Pilot Bonus Program is reasonable and should be passed. We believe the fiscal 
note o f $256,000 from the Department o f Administration should not be construed as an actual 
budget appropriation as it is an estimate only o f potential increased costs resulting from 
curtailing out-of-state bid solicitations. Because these potential costs will revert to Alaska’s 
private sector, this fiscal note should not be a deterrent to passage o f this bill.

A concern was addressed as to the deletion o f  Section 9 o f the original legislation which created 
a state policy for Procurement o f  Investment Services. The task force considers this legislation 
important to the potential development of the financial services industry in Alaska and to support 
the Permanent Fund investment requirements and should be reconsidered. Furthermore, service 
fees generated by Permanent Fund investments should be spent in Alaska to the maximum extent 
possible.

This task force will continue to follow this and other legislation that effects small business and 
state procurement policy and law. We urge you to support SB 212 and consider our 
recommendations.

Thank you.

4 3 0  W. S e v e n th  A venue, S u ite  110 •  A n ch o rag e , A laska 9 9 5 0 1  •  (907) 2 7 4 -7 2 3 2  •  FAX (907) 2 7 4 -9 5 2 4
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I  AM THE STATE DIRECTOR FOR THE NATIONAL FEDERATION OF INDEPENDENT

BUSINESS - NFIB/ALASKA . I  AM APPRECIATE! THE OPPORTUNITY TO COMMENT

IN  FAVOR OF SB 212-

BACKGROUND: NFIB/ALASKA IS  COMPRISED OF 4 ,0 0 0  SMALL AND

INDEPENDENT BUSINESS OWNERS. THE LEG ISLA T IV E  AGENDA OF NFIB/ALASKA

IS  DETERMINED BY OUR BALLOT. THE BALLOT IS  OUR ANNUAL POLL OF OUR

MEMBERS ON A SER IES  OF ISSUES DEEMED C R IT 'C A L  TO SMALL BUSINESS . A

MAJORITY VOTE, OF THE MEMBERS IN  RESPONSE TO THE POLL, SETS OUR

POLICY AND POS IT ION ON LEG ISLAT IVE  ISSUES .

FDR THE RECORD THE FOLLOWING IS  THE RESULT OF THE 1990

NFIB/ALASKA BALLOT QUESTION REGARDING GOVERNMENT COMPETITION:

S h o u ld  l e g i s l a t i o n  be p a s s e d  t h a t  w o u ld  r e s t r i c t  
g o v e rn m e n t  a g e n c ie s  f ro m  c o m p e t in g  w it h  p r i v a t e  
b u s in e s s  i n  A la s k a ?

Yes 8 3%  No 6%  U n d e c id e d  11%

CURRENT LAW REQUIRES PUBLICATIONS OF STATE AGENCIES TO BE 

PRODUCED AT A STATE OPERATED F A C IL IT Y  WHENEVER POSSIBLE . TH IS  PUTS 

THE STATE IN  DIRECT COMPETITION WITH SMALL BUSINESSES . IT  ALSO, PUTS 

SMALL BUSINESSES AT A D IST IN C T  DISADVANTAGE IF  THEY WANT TO DO 

BUSINESS W ITH THE STATE.

SECTION 5 ,  ON PAGE 5 , STARTING AT L IN E  6 ,  REPEALS THAT LAW AND 

SH IFTS  THE PREFERENCE FROM STATE OPERATED P R IN T ING F A C IL IT IE S  TO 

PRIVATELY OWNED BUSINESSES . NFIB/ALASKA BELIEVES THAT SB 2 12  W ILL 

HELP L IM IT  THE S IZ E  AND COST OF STATE GOVERNMENT AND FOSTER ECONOMIC 

GROWTH IN  THE PRIVATE SECTOR.

CHAIRMAN, MEMBERS OF THE COMMITTEE, MY NAME I S  RESA JERREL, AND



N F IB / A 1 as ka  
SB 2 12  
P a g e : 2

ALTHOUGH IT  DOES NOT EL IM IN ATE  COMPETITION FROM OTHER STATE OR 

LOCAL AGENCIES - IT  IS  CERTAINLY A B IG  STEP IN  THE RIGHT D IRECT IO N .

THANK YOU FOR THE OPPORTUNITY TO COMMENT IN  SUPPORT OF TH IS  

WORTHY LEG ISLA T IO N . I  WOULD URGE YOU TO MOVE THE B IL L  OUT OF 

COMMITTEE SO WE CAN, HOPEFULLY, SEE IT  BECOME LAW TH IS  YEAR. IF  YOU 

HAVE ANY QUESTION, I  WOULD BE HAPPY TO TRY AND ANSWER THEM.



STATE OF ALA A
1994 LEGISLATIVE SESSION

FISCAL NOTE
Bil'

(S) Publish Date:.

Revision Date: 
Title:

Sponsor

1/27/94
Stau* Procurements and Publications

Senate L&C Committee

Department Affected: DOT&PF
BRU: E&OS

Component: D&C
C o m p o n en t S e r ia l N u m b e r: 5 4 7

O P E R A T IN G F Y 9 5 F Y 9 6 F Y 9 7 F Y 9 8 F Y 9 9 F Y 0 0
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 5.0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
T O T A L  O P E R A T IN G : 5.0 0 0 0 0 0

I CAPITAL 0 0

I REVENUE FUND SOURCE 0 0

1002 FEDERAL RECEIPTS 0 0 0 0 0 0
1003 GF MATCH 0 0 0 0 0 0
1004 GF 5.0 0 0 0 0 0
1005 GF/PROGRAM RECEIPTS 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
OTHER 0 0 0 0 0 0
T O T A L  FU N D IN G : 5.0 0 0 0 0 0

P O S IT IO N S
FULL-TIME
PART-TIME
TEMPORARY

Changes in d ' d d / 3
reflect NO FISCAL CHANGE from me ongmai
fiscal note. This fiscal note is appropriate.

______________ v A JLJ
date

Estimate of current year (FY94) impact:

Comie Aide (initial) 

$ 0____________

Changes in C  5  ^  ^
reflect NO FISCAL CHANGE from tne original 
fiscal note. This fiscal note is appropriate.

Comte Aide (initial)

ANALYSIS: (A ttach  a  se p a ra te  page if  necessary) The $5,000 will be used to develop regulations for 
the pilot program. Since tiiis is a  pilot program, it will not be applied to all state funded projects but on selected 
ones with the most opportunity for success. In FY94 about $30 million in state funded projects were awarded. We 
anticipate it being used on approximately 10% o f  the projects. Although any bonuses should be off set by lower 
bids, it may be necessary to set aside project specific funds to pay for the bonuses.

Phone: 465-2951

Date: February 1,1994

Phone: 465-3901

Date: February 2 ,1994

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR S LEGISLATIVE OFFICE
For furthar distribution Information call tha Govarnor'a Laglalatlva Offlca

Prepared by: Mai Linth waits.., Director 

Division:

Approved by Com missioner 

Agency: Department o f Transportation and Public Facilities
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TO: FAX (907) 465-4565

PEG G Y  It. THOM AS 
9701 Brien Street 

Anchorage, Alaska 99516 
(907) 346-3416

16 M a r c h  1994

FAX L E TT ER

Ho n .  R a m o n a  B a r n e s ,  S p e a k e r ,  
a n d  M e m b e r s  o f
T h e  A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  
B o x  V
J u n e a u ,  A K  9 9 8 1 1

RE: C S S B  212 (FIN) A M  - S t a t e  P r o c u r e m e n t  C o d e  A m e n d m e n t s

D e a r  M a d a m  S p e a k e r  a n d  M e m b e r s  of t h e  H o u s e :

PLEASE REFER COPIES OP THIS LETTER TO STAFF A M D  MEMBERS.
GREAT CARE AND MORE STUDY IS  NEEDED BEFORE SB 212 I S  PASSEDI

S p e c i f i c  d e t a i l e d  c o m m e n t *  a r e  a t t a c h e d  f o r  y o u r  u s e  a n d  a c t i o n .

A l t h o u g h  p a r t s  of t h e  b i l l  p r o v i d e  valid, e v e n  l a u d a b l e  s o l u t i o n s ,  
S e c t i o n  8, r e g a r d i n g  i n n o v a t i v e  c o n t r a c t i n g ,  is n o t  a p l a u s i b l e  
s o l u t i o n  t o  p e r c e i v e d  p r o b l e m s ,  a n d  m a y  h a v e  g r a v e  c o n s e q u e n c e s .  
P u r i t y  of m o t i v e  f o r  a d o p t i o n  of S e c t i o n  8 ( I n n o v a t i v e  C o n t r a c t i n g )  
is n o t  e n t i r e l y  c l ear. T h e r e f o r e ,  y o u  s h o u l d  a t  l e a s t  b e  a w a r e  that 
i n c e n t i v e  c o n t r a c t i n g  m e t h o d s  a r e  a l r e a d y  a c c e p t a b l e  u n d e r  f e d e r a l  
g u i d e l i n e s  r e g a r d i n g  f e d e r a l  f u n d i n g  and a l s o  u n d e r  A S  3 6.30. By 
m a k i n g  a s p e c i a l  e x c e p t i o n  t o  t h e  law, h i d d e n  o r  p r i v a t e  a g e n d a s  m a y  
r e s u l t  i n  a n d  p r o m o t e  c o r r u p t  p r a c t i c e s .

M y  a t t a c h e d  r e v i e w  is n o  s m o k e  s c r een, b u t  t h e  p r o p o s e d  S e c t i o n  8 of 
s u b j e c t  b i l l  m a y  be. I am a q u a l i f i e d  e x p e r t ,  w i t h  o v e r  f o r t y  y e a r s  
e x p e r i e n c e  in g o v e r n m e n t  a g e n c i e s  e n g a g e d  in p u b l i c  p r o c u r e m e n t  and 
c o n t r a c t i n g .  F o r  t h e  p u r p o s e s  s t a ted, S e c t i o n  8 is n o t  n e e d e d .

P l e a s e  g i v e  w e i g h t  t o  t h e  a t t a c h e d  r e v i e w  c o m m e n t s  a n d  s u g g e s t i o n s  
r e g a r d i n g  s u b j e c t  b i l l  in y o u r  d e l i b e r a t i o n s .

If I c a n  b e  o f  a n y  f u r t h e r  a s s i s t a n c e ,  o r  s e r v i c e  p l e a B e  c a l l  (907) 
3 4 6 - 3 4 1 6 .

S i n c e r e l y ,

] P.M.
C h i e f  E x e c u t i v e  O f f i c e r

A t t a c h m e n t

R e v i e w  C o m m e n t *  - C S S B  212 (FIN) A M  (9 page*)
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R E V I E W  C O M M E N T S  - C S S B  2 1 2 (FIN) A M  - A M E N D  S T A T E  P R O C U R E M E N T  C O D E

V e r y  f e w  c h a n g e s  a r e  n e e d e d  to m a k e  t h e  p r o p o s e d  b i l l  p l a u s i b l e .  
E X C E P T  t h a t  S e c t i o n  8 s h o u l d  n ot be e n a c t e d  at all. c o m m e n t s  i n c l u d e  
s p e c i f i c  r e f e r e n c e  t o  C S S B  2 1 2 (FIN)AM, s e c t i o n - b y - s e c t i o n ,  as 
i n d i c a t e d  h e r e i n .

B e c a u s e  of t h e  n a t u r e  a n d  i m p o r t a n c e  of f u n d a m e n t a l  p r i n c i p l e s  w h i c h  
w i l l  b e  a f f e c t e d  if S e c t i o n  a is enac t e d ,  t h a t  s e c t i o n  is a d d r e s s e d  
f i r s t  b elow. C o m m e n t s  r e g a r d i n g  o t h e r  s e c t i o n s  of t h e  b i l l  f o l l o w  
S e c t i o n  8.

S e c t i o n  8. INNOVATIVE CONSTRUCTION PROCUREMENT METHOD8 PILO T 
PROGRAM.

T h e  L e g i s l a t u r e  S H O U L D  N O T  A D O P T  t h i s  s e c t i o n  b a s e d  o n  n u m e r o u s  
q u e s t i o n s  w h i c h  r e m a i n  u n a n s w e r e d  f or v a l i d  r e a s o n s  o u t l i n e d  b e l o w :

1. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  w e r e  c r a f t e d  t o  c i r c u m v e n t  f e d e r a l  
r u l e s  w h i c h  s p e c i f i c a l l y  p r o h i b i t  a p p l i c a t i o n  of l o c a l  p r e f e r e n c e  in 
p r o c u r e m e n t .  (This p u r p o s e  w a s  c l e a r  in e x p l a n a t o r y  i n f o r m a t i o n  
d i s t r i b u t e d  a t  h e a r i n g s  on t h e  bill.)

2. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  a t t e m p t  t o  l e g i t i m a t i z e  " b u y i n g  in" 
o r  " l o w - b a l l i n g "  o f  b i d s  u n d e r  t he g u i s e  of i n n o v a t i o n ,  e v e n  t h o u g h  
s u c h  p r a c t i c e s  f l y  in t h e  fac e  of r e c o g n i z e d  f u n d a m e n t a l s  o f  g o o d  
p r o c u r e m e n t  p r a c t i c e .

3. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  p r e c l u d e  c o m p l i a n c e  w i t h  c o s t  a n d  
p r i c i n g  d a t a  r e q u i r e m e n t s  w h i c h  are a b s o l u t e l y  e s s e n t i a l  t o  
d e t e r m i n a t i o n  of r e a s o n a b l e n e s s  of p r i c e  f o r  c h a n g e  o r d e r s  a n d  p r i c e  
a d j u s t m e n t s .

4. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  m a k e  it i m p o s s i b l e  f o r  a c o n t r a c t o r  
t o  c e r t i f y  t h e  a c c u r a c y  a n d  c o m p l e t e n e s s  of c u r r e n t  c o s t  a n d  p r i c i n g  
d a t a  w h i c h  is s u b m i t t e d  for a c o n t r a c t .  C o n t r a c t o r  c o s t  a n d  p r i c i n g  
d a t a  a r e  r e q u i r e d  b y  b o t h  f e d e r a l  a n d  s t a t e  law. A l s o  s e e  C O S T  O R  
P R I C I N G  D A T A  D I S C U S S I O N  below.

5. P r o p o e e d  " i n n o v a t i v e "  m e t h o d s  e q u a t e  t o  c o s t - p l u s - p e r c e n t a g e - o f  - 
c o s t  c o n t r a c t i n g  if a " b o n u s "  is t o  be p r o v i d e d  s u b s e q u e n t  t o  
c o m p l e t i o n  o f  t h e  w o r k  a s  a p e r c e n t  of t h j c o n t r a c t  a m o u n t .  B o t h  
f e d e r a l  l a w  a n d  A S  3 6 . 3 0 . 3 7 0  p r o h i b i t  t h e  u s e  o f  s u c h  c o n t r a c t s .  T h e  
b a s i c  c o n t r a c t  a m o u n t  is b a s e d  on costs, a n d  t h e  p r o m i s e  of 
p r o v i s i o n  o f  a fee, bonus, or w h a t e v e r  it m a y  b e  c a l l e d  a s  a p e r c s n t
o f  t h s  a c t u a l  v i o l a t e s  t h e  p r o h i b i t i o n . )  If t h e  a m o u n t  o f  f e e  o r
b o n u s  is k n o w n  (at award) by p r o v i s i o n  in t h e  c o n t r a c t ,  ti?en t h e
a m o u n t  of it m u s t  p r o p s r l y  b e  i n c l u d e d  in t h e  b i d / c o n t r a c t  t o t a l  f or
p u r p o s e s  o f  b i d  e v a l u a t i o n .

6. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  w i l l  r e q u i r e  c o n t r a c t o r s  t o  f i n a n c e  
a n d  c a r r y  a n  a d d i t i o n a l  5% (or o t h e r  b o n u s  p e r c e n t a g e  o f  t h e  c o s t  of 
a j o b  u n t i l  a f t e r  t h e  " b o n u s "  is paid, i n c l u d i n g  t h e  i n t e r e s t  c o s t  
of m o n e y ,  m u c h  t o  t h e i r  f i n a n c i a l  d e t r i m e n t .  It is u s u a l  t o  r e t a i n  
a p e r c e n t a g e  of t h e  c o n t r a c t  a m o u n t  of c o m p l e t e d  w o r k  p e n d i n g  f i n a l  
c o m p l e t i o n  o f  a c o n s t r u c t i o n  c o n t r a c t .  If t h e  r e t a i n a g a  is 10%.
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t h e n  t h e  c o n t r a c t o r  is a l r e a d y  p e r h a p s  f o o t i n g  t h e  b i l l  f o r  ir+* d i r e s t  
o n  t n e  r e t a i n a g e ,  a n d  if i n t e r e s t  on an e x t r a  5% (or o t h e r  b o n u s  
p e r c e n t a g e )  is a d d e d  t o  t h a t  it m a y  be i n j u r i o u s .  T h i s  w i l l  p l a c e  
a d d i t i o n a l  b u r d e n  o n  l o c a l  c o n t r a c t o r s .

7. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  w i l l  r e s u l t  i n  i n a d e q u a t e  b o n d i n g  
of c o n s t r u c t i o n  c o n t r a c t s .  B o n d i n g  r e q u i r e m e n t s  a r e  basec. o n  t h e  
a m o u n t  o f  t h e  b i d  a n d / o r  c o n t r a c t ,  a n d  p r o b a b l y  w i l l  n o t  i n c l u d e  a n y  
p o t e n t i a l  a f t e r - t h e - f a c t  5% (bonus) w h i c h  in r e a l i t y  s h o u l d  be a 
p a r t  of t h e  c o n t r a c t  b i d  price. I n s u f f i c i e n t  b o n d i n g ,  a n y t h i n g  
s h o r t  of b o n d i n g  b a s e d  o n  t h e  full a m o u n t  r e q u i r e d  f or c o m p l e t i o n  of 
t h e  w o r k ,  d o e s  n o t  a d e q u a t e l y  p r o t e c t  e i t h e r  S t a t e  o r  s u r e t y  
i n t e r e s t s .

8. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  w i l l  c a u s e  b o n d i n g  c o m p a n i e s  t o  
r a i s e  t h e  c o s t  of, o r  p e r h a p s  e v e n  r e f u s e  t o  b o n d  S t a t e  c o n t r a c t o r s  
d u e  t o  in c r  liistency b e t w e e n  b o n d i n g  p r o v i s i o n s ,  b o n d  p e n a l  sums, 
c o n t r a c t  a m o u n t ( s ) ,  a n d  t h e  a c t u a l  l i a b i l i t y  o f  t h e  s u r e t y .

9. P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  e i t h e r  p u t  t h e  c o n t r a c t o r  a t  r i s k  
f o r  p o t e n t i a l  f a i l u r e  t o  " e a r n "  an a f t e r - t h e - f a c t  b o n u s  ( w h i c h  a n  
a g e n c y  c o u l d  a r b i t r a r i l y  o r  o t h e r w i s e  s u b j e c t i v e l y  d e t e r m i n e )

or

P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  c o n s t i t u t e  p r o m i s e  to p a y  t h e  f e e  or 
b o n u s  w h e t h e r  o r  n o t  it is m e r i t e d ,  t h u s  s a i d  f e e  or b o n u s  is p a r t  
of t h e  b a s i c  c o n t r a c t  p r i c e  w h i c h  e f f e c t i v e l y  r a i s e s  t h e  p r i c e  of 
t h e  o r i g i n a l  bid.

10. P r o p o s e d  " i n n o v a t i v e "  m e t h o d  is b a s e d  o n  b e l i e f  a nd h o p e  t h a t  if 
c o n t r a c t o r s  k n o w  t h e y  w i l l  r e c e i v e  a b o n u s  a f t e r - t h e - f a c t ,  t h e y  w i l l  
b i d  l o w e r  t o  g e t  t h e  job. T h i s  is i n t e n d e d  t o  p r o v i d e  t h e  s a m e  
a d v a n t a g e  t o  A l a s k a  b u s i n e s s e s  t h a t  5% A l a s k a  b i d d e r  p r e f e r e n c e  
w o u l d  g i v e .  E i t h e r  c o n c e p t  is a n t i - c o m p e t i t i v e ,  a n d  w i l l  n o t  
s u c c e e d  in f o s t e r i n g  A l a s k a ' s  econ o m y .  In t h e  trade, t h i s  is c a l l e d  
" b u y i n g  in" a n d  is t o t a l l y  c o n t r a r y  t o  a c c e p t a b l e  c o n t r a c t i n g  
p r a c t i c e s .

P r o p o s e d  " i n n o v a t i v e "  m e t h o d s  a r e  b a s e d  o n  a f a l s e  p r e m i s e  w h i c h  
a s s u m e s  t h a t  A l a s k a  b i d d e r s  c a n n o t  s u c c e s s f u l l y  c o m p e t e  w i t h  o u t s i d e  
f i r m s  f o r  S t a t e  c o n s t r u c t i o n  c o n t r a c t s .  A l a s k a  b i d d e r s  q u i t e  
f r e q u e n t l y  c o m p e t e  s u c c e s s f u l l y  a g a i n s t  o u t s i d e  f i r m s  f or f e d e r a l  
c o n s t r u c t i o n  c o n t r a c t s .

If t h e r e  is a s e r i o u s  n e g a t i v e  fl. w  of s t a t e  b u s i n e s s  g o i n g  
" o u t s i d e "  i t  is s u r e l y  n o t  c o n c a n v r a t e d  in t h e  c o n s t r u c t i o n  area!

C o n s t r u c t i o n  c o n t r a c t s  s r e  p e r f o r m e d  in A l a s k a .

W h y  t h e n  s h o u l d  it b e  n e c e s s a r y  t o  " i n n o v a t e "  c o n s t r u c t i o n  
c o n t r a c t i n g ?  M o r e  r e a l i s t i c a l l y ,  then, t h e  r e a l  p r o b l e m  m a y  b e  in 
o t h e r  c o n t r a c t i n g  a r e a s ,  i.e., e q u i p m e n t  a n d  m a t a r i a l r  p u r c h a s e s ,  or 
c o n t r a c t s  f o r  s e r v i c e s  o t h e r  t h a n  c o n s t r u c t i o n .
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P R E F E R E N C E  I S  N O  A N S W E R  - T H E  R E A L  P R O B L E M  N E E D S  A  V A L I D  S O L U T I O N .

P A R T I A L  P R O B L E M  D E F I N I T I O N  A N D  S O L U T I O N  C A N  B E  ACHJ -VED A S  F O L L O W S :

It is u n l i k e l y  t h a t  a n y  c o n s i s t e n t  s u c c e s s  of o u t s i d e  f i r m s  in 
c o m p e t i t i o n  f o r  S t a t e  c o n t r a c t s  t o  t h e  e x c l u s i o n  of A l a s k a  f i r m s  c i n  
be  e x p l a i n e d  a s  d i f f e r e n c e s  in c o s t s  a lone. L o g i c a l l y ,  t h e  
d i f f e r e n c e s  i n  c o s t s  f o r  an A l a s k a  c o n t r a c t o r  t o  p e r f o r m  a 
c o n s t r u c t i o n  c o n t r a c t  v e r s u s  t h e  c o s t s  i n c u r r e d  b y  a n  o u t s i d e  f i r m  
t o  d o  t h e  s a m e  p r o j e c t  in A l a s k a  a r e  p r o b a b l y  m i n i m a l ,  i.e.:

- A l l  c o n s t r u c t i o n  c o n t r a c t s  o v e r  $ 2 , 0 0 0  r e q u i r e  t h a t  l a b o r  s h a l l  be 
p a i d  n o  l e s s  t h a n  s t a t u t o r i l y  p r e s c r i b e d  w a g e  rates. (T h i s  is a l s o  
t r u e  f o r  f e d e r a l  c o n t r a c t s . )  T h e r e f o r e ,  l a b o r  c o s t s  s h o u l d  be 
v i r t u a l l y  t h e  s a m e  f o r  b o t h  A l a s k a n  a n d  o u t s i d e  firms.

- M a t e r i a l s  w h i c h  a r e  i n c o r p o r a t e d  in t h e  w o r k  if n o t  a l r e a d y  in 
A l a s k a ,  m u s t  b e  p u r c h a s e d  a n d  s h i p p e d  to A l a s k a .  T h i s  is t r u e  for 
b o t h  A l a s k a n  a n d  o u t s i d e  firms, a n d  t h e r e f o r e  m a t e r i a l  c o s t s  s h o u l d  
b e  v i r t u a l l y  t h e  s a m e  for both.

- A l a s k a  f i r m s  g e n e r a l l y  h i r e  lo c a l  labor, t h u s  n o  t r a n s p o r t a t i o n  of 
p e r s o n n e l  f r o m  o u t s i d e  A l a s k a  is r e q u i r e d .  T h i s  s h o u l d  l o w e r  c o s t s  
f o r  A l a s k a  firms. Also, e v e n  if o n l y  o u t s i d e  f i r m  m a n a g e r s  o r  
s u p e r v i s o r s  a r e  t r a n s p o r t e d  h e r e  f r o m  o u t s i d e ,  a n d  t_ieir s a l a r i e s  
a r e  l o w e r  t h a n  A l a s k a ' s  norm, t h e y  a l s o  m u s t  be h o u s e d  in A l a s k a  
d u r i n g  t h e  job, w h i c h  s h o u l d  i n c r e a s e  t h e  c o s t  f or t h e  o u t s i d e  firm.

- E q u i p m e n t  r e q u i r e d  f o r  p e r f o r m a n c e  of a j o b  is n o r m a l l y  a l r e a d y  in 
A l a s k a  if u s e d  b y  A l a s k a  firms, b u t  an o u t s i d e  f i r m  w i l l  e i t h e r  h a v e  
t o  o b t a i n / r e n t  a n d  o p e r a t e  e q u i p m e n t  o n  t h e  A l a s k a  e c o n o m y  o r  s h i p  
in e q u i p m e n t  f r o m  o u t s i d e .  T h e r e f o r e ,  A l a s k a  f i r m s  s e e m  n o t  to be 
a t  a d i s a d v a n t a g e .

- B o n d i n g  a n d  i n s u r a n c e  r e q u i r e m e n t s  a r e  t h e  s a m e  f o r  o u t s i d e  a n d  
A l a s k a  c o n t r a c t o r s .

- B u s i n e s s  m a n a g e m e n t  b y  l o n g  d i s t a n c e  u s u a l l y  c o s t s  m o r e  t h a n  l o c a l  
m a n a g e m e n t  p r e s e n c e .

- if c o n t r a c t  p r o v i s i o n s  r e g a r d i n g  w a g e  r ates, i n s u r a n c e ,  
s u p e r v i s i o n ,  p r o p e r  h a n d l i n g  of chan g e s ,  a n d  o t h e r  a s p e c t s  o f  j o b  
p e r f o r m a n c e  a r e  p r o p e r l y  a d m i n i s t e r e d ,  t h e r e  s h o u l d  n o t  b e  a n y  
s u b s t a n t i a l  d i f f e r e n c e s  in C O S T S  i n c u r r e d  by e i t h e r  l o c a l  o r  o u t s i d e  
c o n t r a c t o r s .

>o, w here a r e  t h e  d if f e r e n c e s ?  A p p a r e n t l y ,  t h e r e  is s o m e  l a x i t y  o r  
a d v a n t a g e  w h i c h  is e n j o y e d  b y  t h e  o u t s i d e r s  w h i c h  is n o t  a f f o r d e d  
t h e  l o c a l s .  «f l a b o r  l a w s  a n d  o t h e r  c o n t r a c t  r e q u i r e m e n t s  a r e  
u p h e l d  a n d  e n f o r c e d  b y  t h e  S t a t e ' s  P r o c u r e m e n t  a n d  C o n t r a c t i n g  
O f f i c e r s  t h e n  A l a s k a  f i r m s  s h o u l d  be a b l e  t o  b i d  o n  a p a r  w i t h  
o u t s i d e r s .  T h e y  d o  it in f e d e r a l  w o r k  (Many y e a r s  of p e r s o n a l  
e x p e r i e n c e  o f  t h e  u n d e r s i g n e d  h a s  s h o w n  t h a t  w a g e  l a w s  a n d  o t h e r  
p r o v i s i o n s  w h i c h  a r e  a c t i v e l y  a n d  e f f e c t i v e l y  e n f o r c e d  b y  t h e  f e d  
p r o m o t e  f a i r n e s s  in c o m p e t i t i o n ) ,  so w h y  c a n ' t  w e  d o  it w i t h  S t a t e
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v o r k ?  B i d d e r  a w a r e n e s s  and a s s u r a n c e  of a g e n c y  d e d i c a t i o n  to fair, 
e f f e c t i v e  a d m i n i s t r a t i o n  of P t a t e  c o n t r a c t s  w i l l  p r o m o t e  t r u s t  in 
t h e  f a i r n e s s  a n d  i n c r e a s e d  ip o r t u n i t y  o f  t h e  c o m p e t i t i v e  p r o c e s s .

If t h e  S t a t e  w i s h e s  t o  u s e  " i n c e n t i v e "  t y p e  c o n t r a c t s ,  t h e  l aw 
a l r e a d y  p r o v i d e s  f o r  that, a n d  n e w  " i n n o v a t i v e "  m e t h o d s  a r e  n o t  
n e e d e d .  A S  3 6 . 3 0 . 3 7 0  c u r r e n t l y  p e r m i t s  "any t y p e  o f  c o n t r a c t "  
e x c e p t  c o s t - p l u s - p e r c e n t - o f - c o s t .  P r o p e r l y  d e s i g n e d  i n c e n t i v e  t y p e  
c o n t r a c t s  a r e  f u l l y  a c c e p t a b l e  u n d e r  b o t h  f e d e r a l  a n d  S t a t e  
c o n t r a c t i n g  law. T h e  c o n t r a c t  t y p e  u s e d  w i l l  n o t  n e c e s s a r i l y  c a u s e  
c h a n g e  in t h e  n u m b e r  of c o n t r a c t  a w a r d s  to A l a s k a  f i r m s .  BUT, if 
o t h e r  m o r e  c o m p l e x  t y p e s  of c o n t r a c t  a r e  n e e ded, i.e., i n c e n t i v e  
fee, p e r f o r m a n c e  i n c e n t i v e ,  etc., etc., t h e n  t h e s e  s h o u l d  b e  
c o m p e t e n t l y  d e v e l o p e d  a n d  u s e d  by t h e  p r o c u r e m e n t  a n d  c o n t r a c t i n g  
p r o f e s s i o n a l s  w h o  a r e  e n g a g e d  in s p e n d i n g  t h e  S t a t e ' s  m o n e y ,  w i t h i n  
e x i s t i n g  law.

U s e  o f  t h e  m o r e  c o m p l e x  c o n t r a c t s ,  i.e., c o s t  type, i n c e n t i v e  type, 
etc., u s u a l l y  is n o t  a g o o d  idea b e c a u s e  of t h e  e x c e s s i v e  a m o u n t  of 
a d m i n i s t r a t i v e  e f f o r t  r e q u i r e d  f o r  b o t h  c o n t r a c t o r s  a n d  a g e n c i e s .  
C o n t r a c t s  o b v i o u s l y  a r e  l a c k i n g  in p r o p e r  a d m i n i s t r a t i o n  a n d  
e n f o r c e m e n t  now, a n d  t o  f u r t h e r  c o m p l i c a t e  t h e  a l r e a d y  w e a k  f u n c t i o n  
n o w  w o u l d  s i m p l y  r e s u l t  in m o r e  w aste. I n c e n t i v e  t y p e  c o n t r a c t s  a r e  
m u c h  m o r e  c o s t l y  to a d m i n i s t e r  t h a n  t h e  m o r e  s i m p l e  f i x e d  p r i c e  t y p e  
o f  c o n t r a c t .  Also, t h e  m o s t  p r e f e r a b l e  t y p e  o f  c o n t r a c t  f o r  
p u r p o s e s  o f  t r a n s f e r r i n g  r i s k  t o  the c o n t r a c t o r ,  i n s t e a d  o f  t o  t h e  
S t a t e ,  is t h e  f i r m  f i x e d  p r i c e  t y p e  of c o n t r a c t .  V a r i a t i o n s  f r o m  
t h e  f i r m  f i x e d  p r i c e  t y p e  o f  c o n t r a c t  r o u t i n e l y  l e s s e n  t h e  r i s k  o n  
t h e  C o n t r a c t o r  a n d  i n c r e a s e  t h e  r i c k  o n  t h e  c o n t r a c t i n g  a g e n c y .

N o t  t o  d e s p a i r !  It p o s s i b l e  t o  b e e f  u p  t h e  force, a n d  m a k e  
e f f e c t i v e  c o n t r a c t  a o m i n i s t r a t i o n  b y  c o n t r a s t i n g  p r o f e s s i o n a l s  a w a y  
of life. A c t i o n s  w h i c h  c a n  b e  t a k e n  t o  p r o d u c e  b e t t e r  p e r f o r m a n c e ,  
p r o f e s s i o n a l i s m ,  a n d  e x c e l l e n c e  in S t a t e  c r n t r a c t i n g  i n c l u d e :

- E m p h a s i s  o n  p e r t i n e n t  t r a i n i n g  a n d  d e v e l o p m e n t ,

- B e t t e r  d e f i n i t i o n  o f  q u a l i f i c a t i o n s  and d u t ies, a n d

- I m p r o v e d  a n d  m o r e  c o m p r e h e n s i v e  r e g u l a t i o n s  a n d  p r o c e d u r e s ,

A l l  o f  t h e  a b o v e  w i l l  g o  f u r t h e r  t o w a r d  f o s t e r i n g  A l a s k a ' s  e c o n o m y  
t h a n  a n y  a m e n d m e n t  o n e  c o u l d  m a k e  in t h e  S t a t e  P r o c u r e m e n t  Co d e .

A S  3 6 . 3 0  is good, a n d  g o o d  l aw s h o u l d  n e i t h e r  b e  c l u t t e r e d  n o r  
w a t e r e d  d o w n  b y  a d d i t i o n  of a n y  u n n e c e s s a r y  or o v e r l y  i n d u l g e n t  
p r o v i s i o n s .

( C o n t i n u e d  N e x t  Page)
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s e c t i o n  1 .  FIN D IN G S, PURPOSE, AND INTENT

T h i s  s e c t i o n  g i v e s  i n s i g h t  i n t o  t h e  b a c k g r o u n d  (p r o b l e m s )  w h i c h  t h e  
e n a c t m e n t  o f  C S S B  2 1 2 ( F I N ) A M  is p u r p o r t e d l y  i n t e n d e d  to r e s o l v e .

H o w e v e r ,

(1) If S e c t i o n  8 is e n a c t e d  as p r o p o s e d ,  it w i l l  n o t  h e l p  
" d e v e l o p  a n d  m a i n t a i n  a s t r ong, stable, a n d  p r o s p e r o u s  e c o n o m y  b a s e d  
o n  p r i v a t e  i n v e s t m e n t "  as s t a t e d  in s u b s e c t i o n  (a)(1). T h e  S t a t e ' s  
c o n t r i b u t i o n  of " b o n u s "  m o n e y  t o  c o n t r a c t o r e  is n o t  b y  a n y  s t r e t c h  
of t h e  i m a g i n a t i o n ,  " p r i v a t e  i n v e s t m e n t . "  (See d e t a i l s  u n d e r  
S e c t i o n  8.)

(2) If S e c t i o n  8 is e n a c t e d  as p r o p o s e d ,  t h e  i n t e n d e d  " s t r o n g  
a n d  h e a l t h y  f r e e  e n t e r p r i s e  s y s t e m  a n d  o p p o r t u n i t y  f o r  A l a s k a n  
b u s i n e s s e s  t o  h a v e  f r e e  e n t r y  into t h e  b u s i n e s s  m a r k e t  a n d  t o  g r o w  
a n d  e x p a n d , "  w i l l  n o t  b e  f u l f i l l e d .  L e g a l i z a t i o n  of " l o w - b a l l i n g " o f  
b i d s  in o r d e r  t o  " b u y - i n "  t o  S t a t e  c o n t r a c t s  (as p e r m i t t e d  by 
S e c t i o n  8) w i l l  w o r k  in d i r e c t  o p p o s i t i o n  t o  t h e  a d m i t t e d  b e n e f i t s  
of t h e  f r e e  e n t e r p r i s e  s y s tem. In e f f ect, S e c t i o n  8 w i l l  d a m p e n  
a b i l i t y  o f  A l a s k a n  b u s i n e s s  b y  s n a t c h i n g  a w a y  o p p o r t u n i t y  f r o m  t h o s e  
b u s i n e s s e s  w h o  a r e  n o t  w i l l i n g  o r  n o t  in a p o s i t i o n  to f i n a n c e  t h e  
a d d e d  a m o u n t  o f  t h e  p r o f f e r e d  b o n u s  m o n e y  d u r i n g  t h e  p r o g r e s s  o f  a 
c o n t r a c t  f r o m  b e g i n n i n g  t o  end. T h i s  c o n c e p t  is h a r d l y  " f r e e  e n t r y "  
i n t o  t h e  b u s i n e s s  m a r k e t .  D e p e n d i n g  u p o n  t h e  r a t e  o f  i n t e r e s t  f or 
f i n a n c i n g  a job, a c o n t r a c t o r  c o u l d  e v e n  s p e n d  m o r e  t h a n  t h e  a m o u n t  
of t h e  b o n u s  (5% ?) w h i c h  m a y  b e  d a n g l e d  as a c a r r o t  u n d e r  
" i n n o v a t i v e "  m e t h o d s ,  b u t  p a y a b l e  o n l y  a f t e r - t h e - f a c t .  T h e  a f t e r -  
t h e - f a c t  b o n u s  w o n ' t  h e l p  a c o n t r a c t o r  t o  " g r o w  a n d  e x p a n d "  if t h e  
c o s t  of m o n e y  d u r i n g  t h e  j o b  e r o d e s  t h e  b o n u s  to b e  p a i d  a t  t h e  end. 
(See d e t a i l s  u n d e r  S e c t i o n  8.)

(3) C e r t a i n l y ,  m a x i m u m  u s e  of A l a s k a ’s p r o d u c t s  " s t r e n g t h e n s ,  
s t a b i l i z e s ,  a n d  d i v e r s i f i e s  A l a s k a ' s  e c o n o m y .  T h e r e  s h o u l d  n e v e r  be 
a n y  q u e s t i o n  a s  t o  t h e  t r u e  e c o n o m i c  v a l u e  o f  t h e  S t a t e ' s  u s e  of 
p r o d u c t s  of A l a s k a  o r i g i n .  T h e  r e a l  p r o b l e m  is n o t  r e a l l y  e c o n o m i c  
v a l u e  or d i v e r s i t y ,  it is l a c k  of p r o d u c t  k n o w l e d g e  a n d / o r  z e a l  on 
t h e  p a r t  o f  t h o s e  w h o  e i t h e r  s p e c i f y ,  p u r c h a s e ,  o r  i s s u e  c o n t r a c t s .  
If t h o s e  w h o  m a k e  t h e  p r o c u r e m e n t / c o n t r a c t i n g  d e c i s i o n s  h a d  m o r e  
i n c e n t i v e  t o  m a k e  f u l l  u s e  o f  A l a s k a - o r i g i n  p r o d u c t s ,  i.e., r e w a r d  
if s u c c e s s f u l ,  a n d / o r  r e f l e c t i o n  in n e g a t i v e  p e r f o r m a n c e  e v a l u a t i o n s  
if u n s u c c e s s f u l ,  t h e n  t h e  t r u e  e c o n o m i c  v a l u e  of t h e  S t a t e ' s  
a c q u i s i t i o n s  w o u l d  , n o  d o u b t ,  q u i c k l y  p r o v e  t o  b e  m o r e  b e n e f i c i a l  
t o  A l a s k a ' s  e c o n o m y .  (Also s e e  c o m m e n t s  u n d e r  S e e t i o n  8.)

(4) N o  m a t t e r  w h e t h e r  " g o v e r n m e n t a l  a g e n c i e s  p u r c h a s e  a n d  u s e  
" o u t - o f - s t a t e  p r o d u c t s  o r  . a t v i c e s ,  mon«.y w i l l  c o n t i n u e  t o  f l o w  
o u t s i d e  of A l a s k a  u n l e s s  a l l  p r o d u c t s  r e q u i r e d  a r e  m a n u f a c t u r e d  in 
A l a s k a .  A s  f o r  o u t - o f - s t a t e  s e r v i c e s ,  t h e r e  m u s t  be m o r e  z e a l  o n  
t h e  p a r t  o f  th o s e  w h o  e i t h e r  s p e c i f y ,  p u r c h a s e ,  o r  i s s u e  c o n t r a c t s  
t o  d e v e l o p  a n d  u t i l i z e  i n - s t a t e  s o u r c e s ,  if t h e  i n c e n t i v e  t o  is s u e  
s e r v i c e  c o n t r a c t s  t o  A l a s k a  f i r m s  w e r e  i n c r e a s e d  a s  d i s c u s s e d  u n d e r  
(3) a bove, t h e r e  w o u l d  be m u c h  m o r e  u t i l i z a t i o n  o f  l o c a l  b u s i n e s s  
f o r  s e r v i c e s .

R e v ie w  C o m m e n ts  CSSB 2 1 2 ( F IN ) A M  -  P . T h o m a s  ( 3 / 1 0 / 9 4 ) P a g e  5



0 4 / 2 2 / 1 9 9 4  0 7 : 3 5  9 0 7 3 4 6 1 0 7 9 DON AND P E G G Y  THOMAS P A G E  0 8

(5) B i d  d o c u m e n t s  f o r  S t a t e  c o n t r a c t s  s h o u l d  a l w a y s  s p e c i f y  
''Alaskan p r o d u c t s "  e s p e c i a l l y  w h e n  " c o m p a r a b l e "  t o  " o u t - o f - s t a t e  
joods" w h i c h  w o u l d  b e  p u r c h a s e d  instead. (Also s e e  d i s c u s s i o n  u n d e r
(3) a b o v e . )  It is d o u b t f u l  t h a t  t he "l o s s  o f  r e v e n u e  in t h e  s t a t e "  
As a n y  g r e a t e r  t h a n  t h e  e x c e s s  c o s t  of p u r c h a s i n g  g o o d s  f o r  w h i c h  
t h e  p r i c e  m a y  h a v e  b e e n  i n c r e a s e d  by the a m o u n t  of a n y  b o n u s  or 
p r e f e r e n c e  a f f o r d e d  t o  A l a s k a  bidd e r s .  (5% ?) W h e n  t r u e  
c o m p a r a b i l i t y  e x i s t s  b e t w e e n  i n - s t u t e  a n d  o u t - o f - s t a t e  p r o d u c t s ,  
t h e r e  is a c t u a l  f i n a n c i a l  b e n e f i t  to t h e  S t a t e  f r o m  p r o c u r e m e n t  of 
t h e  l o w e s t  p r i c e d  item. If t h e r e  is d e s i r e  a n d  c a p a c i t y  in t h e  
S t a t e  b y  a b u s i n e s s  t o  c o m p e t e  as a t r u e  p r o d u c t i o n  b a s e  f o r  
m a n u f a c t u r e d  p r o d u c t s ,  t h e n  t h e  m a r k e t  w i l l  e v o l v e  t o  t h e  b e n e f i t  of 
t h e  l o c a l  s o u r c e .  H o w e v e r ,  in m o s t  c a s e s  t h e r e  is n o t  a b a s e  of 
p r o d u c t i o n  in A l a s k a  f r o m  w h i c h  t o  a c q u i r e  m a n u f a c t u r e d  p r o d u c t s ,  
i.e., m a n u f a c t u r i n g  is n o t  a p r e d o m i n a n t  t r e n d  in A l a s k a  i n dustry. 
U n t i l  it is, o n l y  t h e  m a r k u p  (if any) on m a n u f a c t u r e d  i t e m s  w i l l  
b e n e f i t  A l a s k a  b u s i n e s s e s  w h o  s e l l  to the state.

(6) R e a s o n s  u n d e r l y i n g  t h e  " f r e q u e n t l y  a w a r d e d "  c o n t r a c t s  "to 
o u t - o f - s t a t e  firms, e v e n  t h o u g h  A l a s k a  s u p p l i e r s  . . . a r e  m o r e  
a c c e s s i b l e  a n d  r e s p o n s i v e "  m a y  be m o r e  t h a n  j u s t  t h e  m o s t  o b v i o u s  
r e a s o n s .  A t  f i r s t  b l u s h ,  it m a y  s e e m  t h a t  t h o s e  w h o  s p e c i f y ,  
p u r c h a s e ,  o r  c o n t r a c t  f o r  i t e m s  a n d  s e r v i c e s  a r e  s i m p l y  n o t  d o i n g  
t h e i r  j o b s  b y  f a i l u r e  t o  u t i l i z e  A l a s k a  p r o d u c t s  a n d  p r o v i d e  a m p l e  
o p p o r t u n i t y  t o  A l a s k a  b u s i n e s s e s .  T h e  r e a s o n s  m a y  g o  m u c h  d e e p e r  
t h a n  that, a n d  t h e r e  m a y  b e  a d a r k e r  s i d e  t o  t h e  f l o w  o f  b u s i n e s s  to 
o u t s i d e  f irms. A s  p r e v i o u s l y  d i s c u s s e d ,  It m a t t e r s  n o t  w h e r e  t h e  
p r o d u c t s  a r e  p u r c h a s e d ,  if g o o d s  a r e  n ot m a n u f a c t u r e d  in A l a s k a ,  
m o n e y  w i l l  f l o w  o u t s i d e .  H o w e v e r ,  in a c q u i r i n g  g o o d s  w h i c h  a r e  n o t  
of A l a s k a  o r i g i n ,  A l a s k a  b u s i n e s s e s  s t i l l  r e a l i z e  t h e i r  o w n  m a r k u p ,  
a b o v e  c o a t s  o f  g e t t i n g  t h e  g o o d s  to A l a s k a .  T h e  d i f f e r e n c e  in p r i c e  
i he n  is m e r e l y  t h e  a m o u n t  of m a r k u p ,  b e c a u s e  a n  A l a s k a  b u s i n e s s  m a y  
a v a i l  i t s e l f  o f  g o o d  p u r c h a s i n g  p r a c t i c e s  ( lower cost) b y  s h o p p i n g  
t h e  m a r k e t  e f f e c t i v e l y  t o  h o l d  d o w n  costs, i n c l u d i n g  s h i p p i n g .  T h e  
c o e t  of g e t t i n g  t h e  g o o d s  t o  A l a s k a  is g o i n g  t o  b e  a n  e l e m e n t  of 
p r i c e  w h e t h e r  p u r c h a s e  is f r o m  an o u t s i d e  s o u r c e  o r  f r o m  an A l a s k a n
b u s i n e s s .  L i k e l y ,  t h e  f l o w  of c o n t r a c t s  t o  o u t s i d e  b u s i n e s s e s  for
t h e  S t a t e ' s  c o n s t r u c t i o n  c o n t r a c t s  s t e m s  f r o m  l a c k  of e n f o r c e m e n t  of 
l a b o r  laws, s u b c o n t r a c t i n g  p r o v i s i o n s ,  a n d / o r  o t h e r  s t a t u t o r y  
c o m p l i a n c e  r e q u i r e m e n t s  p r e s e n t  i n  t h e  S t a t e ' s  c o n t r a c t s .  T h e r e  is 
n o  q u e s t i o n  t h a t  l o c a l  c o n t r a c t o r s  a r e  p r e f e r a b l e  f or t h e  S t a t e ' s  
b u s i n e s s ,  b u t  i n n o v a t i v e  c o n t r a c t i n g  as p r o p o s e d  b y  S e c t i o n  t is n ot 
t h e  a n s w e r .  (See d e t a i l s  u n d e r  S e o c i o n  8.)

(7) Yes, A l a s k a  M U S T  " e x a m i n e  its p u r c h a s i n g  p r a c t i c e s  in o r d e r  
t o  e n s u r e  t h a t  s t a t e  a g e n c i e s  s u p p o r t  A l a s k a n  b u s i n e s s e s  b y  m a k i n g  
e v e r y  r e a s o n a b l e  e f f o r t  t o  i d e n t i f y  a v a i l a b l e  A l a s k a n  g o o d s  a nd 
s e r v i c e s  a n d  t o  f o s t e r  b i d d i n g  b y  local b u s i n e s s e s  a n d  l a b o r
f o r c e s . "  H o w e v e r ,  t h e  S t a t e  m u s t  f i r s t  l o o k  i n s i d e  i t s  o p e r a t i o n s
t o  a s s u r e  t o p  q u a l i t y  i n  t h e  a d m i n i s t r a t i o n  o f  i ts c o n t r a c t i n g  a nd 
p r o c u r e m e n t  p r o g r a m s .  E x t e r n a l  fixes, l i k e  p a y i n g  c o n t r a c t o r s  to 
b i d  low, t o  e n t i c e  t h e m  to d o  b u s i n e s s  w i t h  t h e  s t a t e  t o  t h e i r  o w n  
f i n a n c i a l  d e t r i m e n t ,  a n d  p e r p e t u a t i o n  of p r e f e r e n c e s ,  etc., w i l l  not 
y i e l d  t h e  d e s i r e d  r e s u l t .  F i x i n g  t he i n - h o u s e  c a p a c i t y ,  g e t t i n g  the 
S E R I O U S  a t t e n t i o n  o f  t h o s e  e n g a g e d  in S P E N D I N G  t h e  S t a t e ' s  m o n e y  is 
t h e  r e a l  a n s w e r .  R e f e r  t o  t h e  d i s c u s s i o n  in (3) a b o v e .  (Also see 
d e t a i l s  u n d e r  S e c t i o n  8.)
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(8) Once the State (or the L e g i s l a t u r e )  hae  t h e  full SER IO U S 
attention of those engaged in S P E N D I N G  the state's money, i.e.,

They (procurement and contracting officers) must either zealously 
pursue and fulfill legislative intent, serve the best interests of 
the State, ana uphold the public trust in implementation and 
execution of the provisions of AS 36.30 in order to receive 
incentive awards for success in their jobs,

OR

Their failure will be reflected in periodic performance ev^luation. 

flection 2. AS 36.30.130 (a) is emended . . .

Subsection (3)(B) of amended AS 36.30.130(a) should be deleted.

Under subsections (3)(A) and (B) regarding mailing of notices "to 
all active prospective contractors on the appropriate list 
maintained under AS 36.30.050" but only "on request" to outsiders, 
the question needt to be asked:

Have prospective contractors 
"requested" the mailing if they paid a 
fee, and asked to be on the mailing 
list for specific items or services?

The answer probably is a resounding "Yes!"

Whatever the intent, if competition is restricted in the way 
proposed by this section, i.e., issuing solicitations only within 
the State, before and separately from soliciting outside, it will 
constructively be anti-competitive, and will slow down (double the 
time required for) processing a State procurement and/or contract 
from solicitation to award. (The period from user request to award 
of a contract/purchase order in professional procurement vernacular 
is normally referred tu as procurement "lead-time".)

SUGGESTION FOR IMPROVEMENT IN PUBLIC NOTICE REQUIREMENTS:

It could greatly benefit Alaskan businesses, and give them more 
incentive if the law prescribed public announcement (press releases) 
of bid awards as a result of competitive procurement methods. 
Procurement officers who read tht1 news would become more aware of 
the successful bidders for all types of State contracts. Public 
awareness would increase pressure on agencies to do business in 
Alaska. Such notices should be by press release to local newspapers 
in the State, and should contain the information which is not unlike 
that which the Legislature will require in reports submitted under 
AS 36.30.540 (6) as amended by flection 4 below.

When tw o  r o u n d s  of c o m p e t i t i o n  ( f i r s t  i n s i d e  t h e  S t a t e ,  t h e n  a n o t h e r  
o u t s i d e )  a r e  r e q u i r e d  f o r  a w a rd  o f  a  S t a t e  c o n t r a c t ,  i t  w i l l  m o re  
l i k e l y  i n c r e a s e  t h e  u r g e n c y  o f  n e e d -  s u c h  d e l a y  i n  t h e  p r o c e s s  w i l l  
l i k e l y  r e s u l t  i n  m o re  f r e q u e n t  r e s o r t  t o  e m e rg e n c y  a u t h o r i t y  u n d e r  
Aa  3 6 .3 0 .3 X 0 ,  t h u s  r e d u c i n g  c o m p e t i t i o n  a n d  f u r t h e r  e r o d i n g  
o p p o r t u n i t y  f o r  A la s k a  b u s i n e s s .
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COST OR PRICING DATA DISCDKSION

AS 36.30.040 (b) (11) and (12) require the adoption of regulations
pertaining to "(11) providing for conducting price analysis; (12) 
use of payment and performance bonds . . . "

Cost or pricing data as required by AS 36.30.400, in the case of a 
change order or modification to a contract is impossible to certify 
as accurate, if the price as submitted does not include all costs, 
or is not truly reflective of the actual or ultimate known price of 
the contract. Whenever a contract is to be awarded, such as a 
construction contract, which contains provisions for change orders 
and/or price adjustments of any kind, it is known going in, that 
there will be non-competitive negotiations in the event that such 
changes or adjustments become necessary during the performance of 
the contract. Since this is the case, in satisfaction of the 
statutory requirement of AS 36.30.400, it is only prudent to obtain 
cost and pricing data certified as accurate, complete, ah'?, current 
as of date of the contract award. Without such cost and pricing 
data, it is impossible to determine at a later date the actual 
extent and exactly which elements of cost are affected by changes or 
adjustments. If changes and adjustments are made in absence of 
overall cost and pricing data for the entire contract, it is highly 
probable that increases in contract amount will be too generous and 
decreases will be too small to assure the best and fairest deal is 
obtained for the State.

Change orders and price adjustments are non-competitive, i.e., these 
actions are not based on adequate price competition, even though the 
basic contract was. Unless procurement officers are obtaining some 
form of certified cost and pricing data from successful contractors 
at time of award, if the contract contains provisions for future 
change orders or price adjustments they have not complied with the 
statutory mandate to obtain such data.

There is no purpose to be served by getting separate and distinct 
coat and pricing data only for and at the time of each individual 
change order and/or price adjustment. Standing alone, in isolation, 
there is no credence to be gained from a contractor's proposed 
prices (or cost breakdowns) for only che change or adjustment unless 
it is possible to also know the amounts included in tha original 
contract price of the work to be changed or the original cost of the 
amount(s) related tc any authorized adjustment in price.

It is sheer folly to attempt to evaluate the reasonableness of 
proposed price changes, whether up or down, or price adjustments due 
to changed conditions or any other authorized reason, without first 
knowing how much the contractor had in the job for that element of 
the work up front, in order to assure that the cost elements are 
not out of balance, it is appropriate to get that information at the 
beginning of the job, before the need for identification of which 
elements of the job will be affected by the pricing exercise to 
finalize a change order or adjustment.
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Appropriate public announcement of contract awards must include:

The name and address of the successful bidder.
D a te  o f  a w a r d .
Amount of the contract.
Description of goods, services, construction.
Statement of basis for award, i.e., "As a result of competitive bids
solicited under Invitation for Bids (IFB) number ____________ ."
Number of bids/offers solicited.
Number of bids/offers received.

section 3. AS 36.30.130(a) is repealed and raanacted . . .

This section is not needed if Section 2 is revised as suggestad
above. This Section 3 will generate confusion due to its delayed 
effective date. Section 3 should be deleted in its entirety. If a 
time limit is needed for Section 2, it should be put into Section 2, 
i.e., "Subsections (3)(A) and (3)(B) shall expire four years after 
the effective date of this Act" or better yat, state a certain date,
i.e., 11 . . . shall expire September 1, 1998."

Section 6. AS 36.30.540 ia amended . . .

Proposed reporting requirements are not excessive, and should keep 
the legislature well-informed as to State performance of its 
procurement function. In particular, if subsection (6) data whicn 
would provide statistical information, is accumulated as suggested 
under Section 2 above ra: public announcement of contract awards, it 
will provide a constant flow of information which could be 
consolidated for reporting purposes annually, or as desired.

It may be a good idea in future, particularly with the advent of 
annual instead of biennial reports, to encourage agencies to develop 
techniques for validating their data. Some prescription of 
management reports requirements may be appropriate for inclusion in 
agency regulations.

Professional analysis of reports to the Legislature would greatly 
enhance their usefulness, and provide insight to potential or 
existing problems and trends.

Seotioa 5, 6, 7 . (Repeals and amendments: AS 44.99 Production, 
Disclosures, etc., of State Publication,)

The changes made in these st-tions are good correction of current 
law regarding state Publications, and should go a long way toward 
avoidanco of State competition with the private sector. Alaskan 
businesses are fully capable and deservinq of receiving contracts to 
perform printing services.

Seotion 8. (See Page 1 o f  R e v i e w  C o m m e n t s )

Sections 9 and 10. Effective dates

•action 3 should be deleted, and therefore Section 10 will not be 
needed. Delay of four (4) years for an effective date will create 
extreme confusion.
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