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FISCAL NOTE

2002 LEGISLATIVE SESSION Bill V ersion: HB 300
(H) Publish D ate: 2/22/02

STATE OF ALASKA Fiscal Note Number: J_____

Revision D ate/Tim e (N ote if correction):___________________________Dept. Affected:___________ All
Title An Act relating to the procurem ent of certain  BRU _____________ All
________________travel se rv ices____________________________________C o m p o n e n t_____________ All
S p o n so r R ep resen ta tiv e  H ayes____________________________  ____________________
R eq u es te r H ouse S ta te  Affiars_______________________________C om ponen t No. All

E x p e n d i t u r e s / R e v e n u e s ______________________   ( T h o u s a n d s  o f D o lla rs )
Note: A m ounts do not include inflation un less o th en  oted helow._______________________
OPERATING EXPENDITURES FY 2003 FY 2004 FY 2005 FY 2006 FY 2007 FY 2008

P ersonal S erv ices
Travel
Contractual
Supplies
Equipm ent
Land & S truc tu res
G rants & C laim s
M iscellaneous

TOTAL OPERATING • • • ft ft ft

CAPITAL EXPENDITURES | | I

CHANGE IN REVENUES ( ) |

FUND SO URCE (T housands of Dollars)
1002 F edera l R eceip ts
1003 GF M atch
1004 GF
1005 G F/Program  R eceip ts
1037 G F/M ental Health
O ther (Speciyf)

TOTAL • ft • ft • •

E stim a te  o f  an y  c u r re n t y e a r  (FY2002) c o s t: 0.0
C h eck  th is  b o x  (X) if fu n d in g  fo r  th is  bill is in c lu d e d  in th e  G o v e rn o r 's  FY 2003 b u d g e t  p ro p o s a l :

POSITIONS
Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page ilnecessary)
Estimated impact is based on the following assumptions and calendar year 2001 data, provided by the State's travel card provider 
The assumption is that state agencies will absorb the cost in existing budgets.

Tol3l number of tickets purchased 
less purchased direct from Airlines 

Tickets purchased from travel agents 
less tickots from contract travel agents (fees charged) 

Tickets purchased from travel agents who waived fees

49,308 
11 195 
38,113 

9.514 
28,599

Cost of paying fees for services currently received at no cost 
(28,599 tickets X assum ed fee of 58)

5228.792

P repared  by: V em  Jo n e s P h o n e  465-5684
Division Division of G enera l S erv ices D ate/T im e 02/04/02

Approved by: Jim D uncan. C om m issioner D ate 2 /7 /2002
A gency D epartm ent of Administration
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2002 LEGISLATIVE SESSION Bill V ersion: HB 300
(H) Publish D ate: 2/22/02

Revision D ate/T im e (N ote if correction): Dept. A ffac te l: All
Title An Act relating to the procurem ent of certain BRU All

travel se rv ices C om ponent All
S p o n so r R epresen ta tive  H ayes
R eq u este r H ouse S ta te  Affiars C om ponent No. All

E x p e n d i tu r e s /R e v e n u e s : ( T h o u s a n d s  o f  D o lla rs)
Note: A m ounts do not include inflation un less otherw ise no tec  below.
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Supplies
Equipm ent
Land & S truc tu res
G rants & C laim s
M iscellaneous

TOTAL OPERATING • • • * •

CAPITAL EXPENDITURES | | I I

CHANGE IN REVENUES ( ) I i

FUND SO U R C E (T housands of Dollars)
1002 F edera l R eceip ts
1003 G F Match
1004 G F
1005 G F /P rogram  R eceip ts
1037 G F/M ental Health
O ther (Speciyf)

TOTAL • * * * • II

E stim a te  o f a n y  c u rre n t y e a r  (FY2002) c o s t: 0 .0
C heck  th is  b o x  (X) if fu n d in g  fo r th is  bill is  in c lu d ed  ir. th e  G o v e rn o r 's  FY 2003 b u d g e t  p ro p o s a l:
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Full-time
Part-tim e
Tem porary

ANALYSIS: (Attach a separate page if necessary)
Estimated impact is based on the following assumptions and calendar year 2001 data, provided by the Stale's travel card provider. 
The assumption is that state agencies will absorb the cost in existing budgets.

Total number of tickets purchased 
less purchased direct from Arlines 

Tickets purchased from travel agents 
less tickets from contract travel agents (fees charged) 

Tickets purchased from travel agents who waived fees

49,308
11.195
38,113

9.514
28,599

Cost of paying fees for services currently received at no cost S228.792 
(28,599 tickets X assumed fee of S8)

P repared  by: Vern Jo n e s P h o n e  465-5684
Division Division of G eneral S erv ices D ale/T im e 02/04/02

Approved by: Jim  D uncan, C om m issioner D ate  2/7/2002
A gency D epartm ent of Administration
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Labor & Commerce 
Military & Veterans Affairs 
.Mate Affairs 
Regulation Review

House Committees

^  R e p r e s e n t a t i v e  e 

J o e  H a y e s

a  S t a t e  L e g i s l I i l> N. Cushman. Sie. 205 
Fairbanks. AK oo 'OI 

10(171 45(v7425 Fax: 4 5 1 -0 2 0 1

W hile in J i iiu ’iiu 
Slate Capiiol 

Juneau. AK l>‘> S 0 |- l l s2  
(007 1 4 6 5 -3 4 0 0 ! Fax: 4 ( o -2 l>3”

Representative Joe Hayes 
Sponsor Statement 

HB 300

HB 300 w ill allow for the exemption of contracts for certain types of travel services 
including airplane travel, hotel accommodations and travel agency services from the 
procurement procedures of AS 36.30.

Recently Alaska Airlines adopted a policy similar to other major airlines capping travel 
agent commissions from 5% o f the total ticket price to $10 and $20 for one-way and 
roundtrip airline tickets, respectively. Due to the cap it has become necessary for many 
travel agencies to rely on agency fees to stay in business.

Since HB 300 w ill exempt certain travel services from the procurement procedures 
codified in AS 36.30. administrative agencies w ill be able to choose travel providers on a 
case-by-case basis. This w ill foster competition by allowing for the consideration of all 
agencies.

Passing the bill w ill give all travel agencies an opportunity to provide state travel, thus 
protecting and fostering Alaskan jobs and businesses. Protecting Alaska’ s economy is 
extremely important and HB 300 w ill aid in that endeavor.

I ask for your support in passing this legislation.

------  District 30 ------
reprosentati vc_joe_luiyes@legis. state, ak. us
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DIVISION O F LEG A L AND R E S E A R C H  SE R V IC E S 
LEGISLATIVE A F FA IR S A GENCY  

STA TE O F  A LA SKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6th St., Rm. 329

M E M O R A N D U M J a n u a r y  1 5 . 2 0 0 2

S U B J E C T : S e c t io n a l  S u m m a r y  o f  H B  3 0 0  r e la t in g  to  th e  p r o c u r e m e n t  o f  

c e r ta in  t r a v e l  s e r v i c e s  ( W o r k  O r d e r  N o .  2 2 -L S 1 1 9 5 V A )

T O :

F R O M :

R e p r e s e n ta t i v e  J o e  H a y e s  

A t tn :  M e l in d a

^ T h eresa  L . B a n n i s t e r  
L e g i s la t iv e  C o u n s e l

Y o u  h a v e  r e q u e s te d  a  s e c t io n a l  s u m m  try  o f  t h e  a b o v e - d e s c r ib e d  b i l l .  A s  a  p r e l i m i n a r y  

m a t te r ,  p l e a s e  n o te  t h a t  a  s e c t io n a l  s u m m a r y  o f  a  b i l l  s h o u ld  n o t  b e  c o n s id e r e d  a n  

a u t h o r i t a t i v e  in t e r p r e t a t i o n  o f  th e  b i l l  a n d  th e  b i l l  i t s e l f  is  t h e  b e s t  s t a t e m e n t  o f  i t s  

c o n te n ts .

S e c t i o n  1 . P r o v id e s  l e g is la t iv e  f in d in g s  a n d  i n t e n t  f o r  th e  b i l l .

S e c t io n  2 .  E x c l u d e s  f r o m  th e  s t a te 's  p r o c u r e m e n t  c o d e  ( A S  3 6 .3 0 )  c o n t r a c t s  f o r  t r a v e l  

s e r v ic e s ,  e x c e p t  f o r  m o to r  v e h ic le  r e n ta l s .

S e c t i o n  3 .  S ta te s  t h a t  s e c .  2  o f  th e  b i l l  d o e s  n o t  a p p l y  to  o n g o in g  c o n t r a c t s  e n t e r e d  in to  

b e f o r e  t h e  e f f e c t iv e  d a t e  o f  th e  A c t .

I f  I m a y  b e  o f  f u r th e r  a s s i s ta n c e ,  p le a s e  a d v i s e .

T L B :m e d  

0 2 - 0 0 8 .m e d
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TONY KNOWLES, GOVERNOR

DEPAR TM EN T OF A D M IN IS T R A T IO N

OFFICE OF THE COMMISSIONER

P.O. BOX 110200 
JUNEAU. ALASKA 99S11-0200 
PHONE (907) -165-2200
FAX (907) -165-2.35

A p r i l  5 , 2 0 0 2

A A A  T r a v e l
9 1 0 1  O ld  S e w a r d  H w y . #  2 0  

A n c h o r a g e ,  A K  9 9 5 1 5 - 2 0 4 0

D e a r  T r a v e l  A g e n t :

T h e  m o s t  r e c e n t  r o u n d  o f  c o m m is s io n  c u ts  b y  a i r l in e s  is  f o rc in g  th e  S ta te  o f  A la s k a  to  c h a n g e  th e  w a y  it 

p u r c h a s e s  t r a v e l .  A s  y o u  m a y  k n o w ,  u n le s s  w e  c o n d u c t  a c o m p e t i t i v e  p r o c u r e m e n t ,  th e  S ta te  is  s t a tu to r i l y  

a b l e  to  t r a n s a c t  b u s in e s s  o n ly  w i th  t r a v e l  a g e n ts  w h o  h a v e  a g r e e d  to  w a iv e  f e e s  f o r  th e i r  s e n d e e s .  N o w  

th a t  m o s t  a i r l in e s  h a v e  q u i t  p a y i n g  c o m m is s io n s ,  w e  b e l i e v e  it is  h ig h ly  u n l ik e ly  t r a v e l  a g e n t s  c a n  

c o n t in u e  w a iv i n g  f e e s  f o r  s ta te  tr a v e l .

O n e  s t r a t e g y  s u g g e s te d  b y  t r a v e l  a g e n ts  is  to  s e t  a  fe e  th r e s h o ld  th a t  c o u ld  b e  p a id  to  a n y  t r a v e l  a g e n t  fo r  

s ta le  t r a v e l .  T h is  is  n o t p e r m i s s ib le  u n d e r  p r e s e n t  p r o c u r e m e n t  la w ,  w h ic h  r e q u i r e s  c o m p e t i t i v e ly  

a w a r d e d  c o n t r a c t s  w h e n  th e  S ta te  e x p e n d s  m o n e y .

H o w e v e r ,  th e  l e g i s l a tu r e  is  c o n s id e r in g  H o u s e  B il l  3 0 0 ,  w h ic h  w o u ld  e x e m p t  t r a v e l  s e n d e e s  f ro m  th e  

n o r m a l  c o m p e t i t i v e  r e q u i r e m e n ts  o f  th e  p r o c u r e m e n t  la w .  S h o u ld  H B  3 0 0  b e c o m e  la w , w e  w o u ld  h a v e  

th e  o p t io n  o f  w o r k in g  w i th  t r a v e l  a g e n ts  to  e s ta b l i s h  a  f e e  th r e s h o ld  th a t  c o u ld  b e  p a id  b y  s t a t e  a g e n c i e s  to  

a n y  t r a v e l  a g e n t  in  lo c a t io n s  w h e r e  w e  h a v e  n o  e x i s t i n g  c o n t r a c t s .

W e  c o n t in u e  to  m o n i t o r  th e  p r o g r e s s  o f  H B  3 0 0 ;  i t s  u l t i m a t e  fa te  w i l l  d ic ta t e  th e  S ta te 's  c o u r s e  o f  a c t io n .

In  th e  m e a n t im e ,  w e  a r e  p r e p a r in g  to  p u r s u e  a c o m p e t i t i v e  p r o c u r e m e n t  fo r  th e  lo c a t io n s  w h e r e  w e  

p r e s e n t ly  h a v e  n o  c o n t r a c t s ,  in  th e  e v e n t  H B  3 0 0  o r  s i m i l a r  l e g i s l a t io n  f a i ls  to  p a s s  th i s  s e s s io n  T h e s e  

lo c a t io n s  in c lu d e  A n c h o r a g e ,  F a i r b a n k s ,  a n d  s e v e r a l  s m a l l e r  c o m m u n i t i e s .  U n d e r  c u r r e n t  la w ,  th is  
p r o c u r e m e n t  w o u ld  r e s u l t  in  s in g l e  v e n d o r s  in  e a c h  lo c a t io n .  O n  A p r i l  1 S lh, w e  w i l l  m a il  e a c h  t r a v e l  a g e n t  

in  th e s e  lo c a t io n s  a  c o p y  o f  th e  c o m p e t i t iv e  s o l i c i t a t io n .

I w a n te d  to  le t y o u  k n o w  w h e r e  th in g s  s ta n d  in  th i s  f a s t - c h a n g i n g  a r e a .  I u n d e r s ta n d  r e c e n t  c h a n g e s  h a v e  

m a d e  y o u r  e c o n o m ic  s i t u a t i o n  d i f f i c u l t .  T h e  S ta te  o f  A la s k a  b e n e f i t s  g r e a t ly  f ro m  th e  s e n d e e s  o f  

p r o f e s s io n a l  t r a v e l  a g e n ts .  W e  h o p e  to  c o n t in u e  th e s e  p o s i t i v e  r e l a t i o n s h i p s  to  m o s t  e f f i c i e n t l y  

a c c o m p l i s h  th e  m is s io n  o f  g o v e r n m e n t .

S in c e r e ly ,

J im  D u n c a n  
C o m m is s i o n e r

Printed on recycled paper 
by Alaska Lltho, Inc.



T r a v e l  i n d u s t r y  

b r a c e s  f o r  n e w  

p r o f i t  o b s t a c l e s
The New York Times

NEW YORK-A little more 
than 20 years ago, Valerie Ann 
Wilson used family money to 
open a travel agency.

It was a gamble for Wilson, 
now 59, who had two young 
daughters and had not been 
working. .

The bet more than paid oft. 
The agency, Valeric Wilson 
Travel, has grown into a New 
York business with nearly 300 
employees, including Wilson’s 
two daughters, Jennifer Wilson- 
Buttigieg, 34, and Kimberly 
Wilson Wetty, 31. Last year, the 
agency bad $260 million in sales. 
And on Sept. 10, this was looking 
to be one of the agency’s best 
years ever. ■

Then, on Sept. 11, two planes 
smashed into the World Trade 
Center, another hit the Pentagon 
and imother crashed in a field in 
Pennsylvania. Matters were 
made worse by the looming reces­
sion and the November crash ef. 
Flight 587 in Belle HarboT', 
Queens. ; _

Now some forecasters are 
warning that waves of failures, 
bankruptcies and layoffs are 
about to sweep through the in­
dustry.

"There were definitely signs 
even before the government said 
that it was a recession, but we 
tho 'ght we would be fairly insu­
lated," said Wilson-Buttigieg, the 
executive vice president who has 
been managing the agency since 
her mother had a heart ittafck 
earlier this year. "I don't think 
anyone realized the ramifications 
of how Sept. 11 would affect cor- 
Dorate and leisure travel and how 
long it might be before we rê  
cover."

Wilson-Buttigieg said it would 
be hard to pick a business that 
has been hit harder by the events 
of the last few months. Tbb 
American Society of Travel 
Agents estimntes that its mem­
bers lost $1.33 billion just in the 
four weeks after the attack be­
cause of the drop in bookings for 
flights, hotel rooms, rental cars 
and cruises. .

But even before Sept. 11, age­
ncies had begun to feel the effect 
of large cuts made by corpora­
tions' in their travel and enter­
tainment budgets because of the 
slowing economy. ’

In addition, the airline in­
dustry a  commissions to travel 
agencies in August to $20 per do­
mestic flight, from $50.

After the- attack,' Wilson de­
cided against trying to recoup 
that lost revenue immediately at 
the cost of the consumer.

There may be more people 
flying again, but business at most 
Manhattan agencies, which may 

. well be the hardest hit in the 
country, is down anywhere from 
40 to 65 percent, according to *he 
agencies. Hundreds of employees 
have been laid off at Manhattan 
agencies alone, agency officials 
said, and many smaller opera­
tions, with high fixed costs and 
little room for revenue growth, 
seem on the verge of going out of 
business.

"Other parts of the country 
are rebounding a lot faster than 
big cities, and 1 think other big 
cities are coming back quicker 
than New ! York," said Andy 
Pesky, the president of ProTra- 
vel-Zenith Group. The high-end 
company, is .based on Madison 
Avenue and has offices in Milan, 
London, Beverly Hills, Calif., and 
elsewhere in the United States 
and Europe. "The phones ar« 
ringing," Pesky smd, "but neople 
are more likely to be calling to 
cancel a trip than make a reser­
vation."

Sweeping changes in the air­
line business changed the lives of 
travel agents well before Sept. 11.

.The most fundamental shift 
came in the mid-1990s, when the 
airline industry decided it was 
going to graduauy reduce the 
commissions it paid travel agents 
for bringing in customers. Before 
the mjst recent reductions — to 
fiat fies of $50 per ticket, then 
$20 per ticket — commissions on 
domestic flights had dropped to 8 
p ;’ cent from 10 percent in 1995.

Another major change in the 
industry has been a wave of 
mergers of small companies. The 
Internet also undercut agents by 
offering discounted tickets that 
could be bought in bulk.
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Travel Agency Services 
Briefing Paper

W a _
S ta te m e n t  o f  th e  P r o b le m :
S ta te  a g e n c ie s  c a n n o t  p u r c h a s e  t r a v e l  a g e n c y  s e rv ic e s  in  s o m e  c o m m u n i t i e s  w i t h o u t  y ,
p a y in g  fe e s . P a y m e n t  o f  f e e s  r e q u i r e s  c o m p e t i t iv e  b id d in g .

D i s c u s s i o n : ^
In  O c to b e r ,  a m in e s  c u t  tr a v e l  a g e n t  c o m m is s io n s  f ro m  8 %  to  5 % . T h i s  3 7 .5 %  r e d u c t io n  

w a s  a n o th e r  s te p  in  a  c o n t in u in g  t r e n d  th a t  is  p u t t in g  s e v e r e  e c o n o m ic  p r e s s u r e  o n  t r a v e l  
a g e n ts .  M a n y  r e s p o n d e d  b y  in i t ia t in g  f e e s  f o r  th e ir  s e rv ic e s .

S ta te  g o v e r n m e n t  h a s  a lo n g  h is to r y  o f  r e ly in g  o n  th e  p r iv a te  s e c to r  f o r  p r o f e s s io n a l  t r a v e l  
s e rv ic e s .  B e c a u s e  n o  p u b l i c  fu n d s  w e r e  s p e n t  fo r  th e s e  s e rv ic e s ,  e a c h  s t a t e  o f f i c e  w a s  
a b le  to  u s e  th e  tr a v e l  a g e n t  o f  th e i r  c h o ic e  a n d  s tr o n g  lo y a l t ie s  d e v e lo p e d .

W h e n  fe e s  w e re  in t r o d u c e d  f o r  th e s e  s e r v ic e s ,  th e  is s u e  o f  c o m p e t i t iv e  p r o c u r e m e n t  
a ro s e  T h e  S ta te  o f  A la s k a  s p e n d s  o v e r  $ 1 6  m il l io n  a y e a r  o n  a i r l in e  t i c k e t s ;  a  f e e  a s  lo w  
a s  1%  r e s u l t s  in  $ 1 6 0 ,0 0 0  s p e n t  f o r  s e r v ic e s .  L ik e w is e  a  fe e  o f  5 %  w o u ld  r e s u l t  in  
$ 8 0 0 ,0 0 0  b e in g  s p e n t  f o r  tr a v e l  a g e n t  s e rv ic e s .  S ta te  la w  r e q u ir e s  f o r m a l  c o m p e t i t i v e  
b id s  f o r  p u r c h a s e s  o f  th is  s iz e .  S u c h  a  p r o c e s s  w o u ld  r e s u l t  in  a ll s ta te  t r a v e l  p u r c h a s e s  
b e in g  m a d e  f ro m  th e  l im i te d  n u m b e r  o f  s u c c e s s fu l  b id d e r s .

A c t io n s  T a k e n  to  D a te :

In  N o v e m b e ^ a f t e r  r e c e iv in g  th e  r e c o m m e n d a t io n  o f  A d m in is t r a t iv e  S o l u t i o n s  T e a m ,  w c  
s e n t  le t te r s  to  1 7 0  tra v e l  a g e n ts  a c r o s s  th e  s ta te  a s k in g  i f  th e y  w o u ld  w a iv e  s e r v i c e  fe e s  
f o r  s ta le  p u r c h a s e s .  M a n y  h a v e  r e s p o n d e d  th a t  th e y  a rc  w i l l in g  lo  d o  s o .  T h e s e  t r a v e l  

a g e n c ie s  h a v e  b i.c n  p o s te d  to  a D e p a r tm e n t  o f  A d m in is t r a t io n ,  D iv i s i o n  o f  F in a n c e  w e b  

s i te  fo r  u s e  b y  s ta te  a g e n c ie s  in  m a k in g  tr a v e l  p u r c h a s e s .  M o s t  c o m m u n i t i e s  w h e r e  th e  
s ta le  p u r c h a s e s  tra v e l  h a v e  a t  le a s t  o n e  tra v e l  a g e n c y  l is te d ,  a n d  u r b a n  a r e a s  h a v e  s e v e r a l .  
T h is  a p p r o a c h  h a s  a l lo w e d  u s  to  a v o id  c o m p e t i t iv e ly  b id d in g  tr a v e l  a g e n c y  s e r v ic e s  in  

th e s e  c o m m u n i t i e s  a n d  th e  e n s u in g  im p a c t  th a t  b id d in g  w o u ld  h a v e  o n  t r a v e l  a g e n c i e s  
th a t  w e r e  n o t  s u c c e s s f u l  b id d e r s .

U n f o r tu n a te ly ,  th e r e  a r e  a  fe w  k e y  c o m m u n i t i e s  w h e re  th e r e  a re  n o  t r a v e l  a g e n c i e s  w i l l in g  
to  w a iv e  s e r v ic e  fe e s  f o r  s ta te  p u r c h a s e s .  A t th is  t im e ,  w e  a re  c o n t e m p l a t i n g  c o n d u c t in g  
c o m p e t i t iv e  b id s  in  B e th e l ,  C o r d o v a ,  H a in e s ,  K o tz e b u e ,  N o m e ,  P e t e r s b u r g  a n d  W r a n g e l l .  

T h is  w o u ld  p r o v id e  s ta te  e m p lo y e e s  in  th e s e  lo c a t io n s  th e  a b i l i ty  to  o b ta in  p r o f e s s io n a l  

tr a v e l  s e r v ic e s  lo c a l ly  w h i le  p a y in g  th e  lo w e s t  s e rv ic e  fe e  p o s s ib le .  I t  w o u ld  n o t p r e c lu d e  
p u r c h a s e s  u s in g  a 1 -8 0 0  n u m b e r  o r  o v e r  th e  in te rn e t ,  tw o  o p t io n s  th a t  a r e  b e c o m in g  

in c re a s in g ly  c o m m o n ,  e s p e c ia l l y  f o r  r o u t in e  c o m m e r c ia l  t r a v e l  w i th in  A la s k a .

T h e  A d m in is t r a t iv e  S o lu t io n s  T e a m  is c u r r e n t ly  r e v ie w in g  th e  p r o p o s e d  lo c a t io n s  a s  w e ll  

a s  a d r a f t  " R e q u e s t  fo r  Q u o te s ”  d o c u m e n t .  T h e  c r i t e r ia  o u t l in e d  in  th e  R F Q  r e q u i r e s  th e
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tr a v e l  a g e n c y  to  b e  l ic e n s e d  an d  b o n d e d  b y  th e  A ir l in e  R e p o r t in g  C o m m it te e  (A R C )  a n d  
to  m a in ta in  a n  o f f ic e  in  th e  c o m m u n ity .  F e e d b a c k  f ro m  s ta te  a g e n c ie s  o n  th e  d ra f t  
d o c u m e n t  i s  e x p e c te d  b y  J a n u a ry  1 4 th, a n d  p r o c u r e m e n ts  c o u ld  p r o c e e d  b e fo re  th e  e n d  o f  

J a n u a r y .  ’7-e ° D

R e c o m m e n d e d  A c t io n :
P r o c e e d  w i th  c o m p e t i t iv e  b id s  in  th e  p r o p o s e d  c o m m u n i t i e s .  S o l ic i t  e v e ry  tra v e l a g e n c y  
in  e a c h  c o m m u n i ty .  C o n t ra c t  a w a rd s  w o u ld  b e  m a n d a to r y  f o r  s t a t e  t r a v e l  p u r c h a s e s  in  

th a t  l o c a t io n  w h e n  th e  s e rv ic e s  o f  a t r a v e l  a g e n t a re  u se d .



Alaska State Legislature

R e p r e s e n t a t iv e  F r a n  U l m e r

August 29, 1991

The Honorable Walter J. Hickel 
Governor, State of Alaska 
P.O. Box A
Juneau , Alaska 99811-0101 

Dear Governor Hickel:

I am writing to bring to your attention the disastrous effects on travel agar.-ies in Juneau and 
other Alaska communities if your adm inistration goes forward with its plan to consolidate all 
state travel into a oontract with a single agency. While such a plan might save the state one or 
two percent of the cost of airline tickets, that savings is more than offset by the certain 
bankruptcies of many small travel agencies in Alaska and the ensuing loss of jobs and revenue in 
local communities.

Approximate ly half of Alaska's 112 travel agencies rely on the state for a portion of their 
business. The typical agency outside of Anchorage has an average gross sales volume of $2-4 
m illion and shows a net profit of only $15,000 -$40,000 annually. Given the 10% fixed gross 
margin of the industry (from the 10% comm ission), a typical small agency operates on a net 
margin of 1-2%. This means that if sales decline by 15%-20% the business is no longer able 
to break even, ru c h  less show a profit.

Here in Juneau at least two agencies depend on the slate for more than half of their volume ol 
sales, and one other transacts ''0%  of its business with the state. In most small towns in Alaska 
the situation is the same; the majority of the agencies rely on the state for at least 25% of their 
business. The proposed consolidation of state travel would bring many of the 50 small agencies 
doing business with the state below their break-oven points and would undoubtedly force many 
into bankruptcy. The net result of the state’s actions would be to lorce more than 35 currently 
profitable travel agencies out of business.

I urge you to review specific figures regarding airline price structuring and the cost of doing 
business for travel agencies. I believe you will find potentia l savings re lative ly small and the

-.1 D is tric t 4-B —  Ju n e a u
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Governor Walter J. Hickel 
August 29, 1991 
Page 2

impact on individual agencies large. While I applaud your efforts to find efficiences it is no 
benefit to Alaskans to pinch pennies while taking away their jobs. For the sake of economically 
healthy communities in Alaska, look to the airlines and other large vendors for savinqs on state

cc: Nancy Bear Usera
Millet! Keller 
Shelby Stastny

■nTCerely,

n Ulmer
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608 Old Hwy., Suit* 117 • Ftlrbankx, Alaska 99701
Phone (907) 4B1-7i11 • 1-600-478-704* • Fax (907) A61.8701

January 31, 2002

Representative Joe Hayes 
(907) 465-2937 FAX

Dear Mr. Hayes,

I would like to lend my support to HB300. Travel agencies are facing greater financial 
challenges every year as the airlines continue to decrease our commissions. Service fees are a 
must for travel agencies to continue to survive.

The STATE should W0T be exefr.pt from paying for services from any business. We provide a 
valuable service. I do not want to see our public servants wasting time and money trying to be 
travel agents, whe'. a call to a professional 2nd efficient travel agent can have a state 
employee off the phone and the Internet in minutes. Currently the State dees not pay for the 
service of ticket delivery or the additional time spent If a ticket has to be changed and 
reissued.

Thank you, Mr. Hayes for supporting HB300. Please let me know If I can assist, 1n any way, to 
help pass this bill.

Sincerely,

Yulanda Johansen, CTC 
Owner

Alaska Native Owned

Email: yulancUJnorthcmHahtstravel.com

c
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January 29, 2002

Representative Joe Hayes 
907/485 29J7 Fax

Dear Mr. Hayes;

I would like to lend my support to HB300. Travel agencies are facing great financial 
challenges as we see our airline comm issions shrinking with every passing year.
Service fees have become a way of life in the travel agent industry and without them few 
of us could remain in business. The state should not be exempt from paying fo r services 
from any business W e --ov ide a great service, as anyone who has sat on hold with the 
airlines or fumbled the . jn  internet booking can attest to. Quite frankly, I do not want 
to see our public servant, wasting time and money trying to be travel agents, when a 
call to a professional and efficient travel agent can have a state employee off the phone 
in minutes. The state does not even pay for the service of ticket delivery or the 
additional time spent if a ticket has to be changed and reissued.

My hat is off to you Mr. Hayes, please do not hesitate to contact me if there is anything 
further I can do in this endeavor.

Manager/partner

805 Airport Road, Suite 2 • Fairbanks, Alaska 99701 • (907) 452-3636



Becky's Travel Servlcei 
3035 MounUlnwood Circle 

Junnu. AK 99101 
(907) 7I9.J576

fc'tU $CO
I am Beeicy 

commission cuti and 
revenue comci from J 
hard on my bminai. I 
stay In buetneai

win Becky1! Tnvel Service and I have been In the Travel Industry for | H year*. With the 
loi ing my itate travel, 1 don’l know how long I will be able io nay In bualnMi. Moil of my 

StR l T>ivel and my client* were forced to go through only one agency. That made thing* ruaily 
hfjpe thli bill gnt patted IO they e»n ehooats who they prefar to use end help all the tgenclti

Sincerely. 
Becky Thom**



To: Rep. Hayes
FAX: 907 46J-2937 f -

From: Carol Callahan, Owner/Partner 
Sweetwater Travel 

FAX: 907 452-2154

Subject: House Bill No. 300

House bill sounds great. Short and sweet and Jhows all of the agencies intent of using mote than one 
provider and being able to charge fees, which are essential for the existence of smaller agencies. Hope it 
flies.



December 27,2000

Kymm Bowthorpe
3262 M endenhall Loop Rd. #2 ^
Juneau, AK 99801 1
790-3282-h

l

i
Senator Kim Elton 
State Capitol Room 504 
Juneau, AK 99801-1182

Dear Mr. Elton,

I am writing to you today regarding an issue that I believe is a very serious one, the State 
o f  Alaska and its travel.

As a former travel consultant o f  15 years, I have seen many argum ents the state has made 
agains’ putting its travel out to  bid. Enclosed you will find a letter written by Fran U lm er 
to our form er governor, W alter Hickle, concerning the subject.

At this point I believe it is tim e for the state to make a m ajor change. Several travel 
agencies in Juneau, as well as around the state, have gone out o f  business in the last 
couple o f  years. For some, it was due to the airlines cutting their commissions, for others 
it was a direct result o f  the states unwillingness to pay service fees in support o f local 
businesses.

I have also enclosed a research paper that I have done on the subject. I do hope you will 
take the time to look it over. I believe this is a serious issue and one that needs your 
attention.

Thank you for your time.

Kymm Bowthorpe



The Future of State Travel

This past year has been a real test for the travel agents in our state. The airlines 

have cut their com m issions in half. W hat once was a thriving enterprise is now  a 

business struggling to hang on by its fingernails. Even when com m issions were 10 

percent o f  airline ticket sales, the agencies w ere only m aking it with about a 1 percent 

profit margin. W hen the airlines cut com m issions, agencies were forced to charge their 

custom ers service fees, or risk going out o f  business altogether. In our little town o f  

Juneau, two years ago there were eight travel agencies, now only three remain (those who 

started charging the fees). The agencies that tried to hold out on charging fees, ju st to 

keep som e o f  their corporate and State o f  A laska business, have failed.

The State o f  A laska has refused to pay agencies fees from the very beginning. 

W ith som e agents not charging state travelers a service fee, it was easy for the state to get 

away w ith not paying service fees. To m e this very practice goes against the state’s 

w illingness to support local businesses. B ecause the sta te’s travel is such a large am ount 

o f  business, agencies were willing to forgo charging the state travelers a fee, ju s t to get 

their business. However, the agency not charging a service fee to the state has paid the 

ultim ate price. Southeast Executravel, one o f  the agencies not charging state travelers 

service fees, closed their doors this past Friday, D ecem ber 8th.

Just the mere mention o f  The State o f  Alaska and travel in the sam e sentence is 

enough to start an argum ent in some polu ical circles. For many years the state has been 

trying to cut expenses, but travel seems to  be the one area where the government is 

reluctant to make a change in the way they are currently doing business. At the m om ent, 

the State o f A laska has a travel policy listed in T he State o f  A laska A dm inistrative 

M anual for its travelers to follow. The state currently has its travelers m ake their own 

arrangem ents with whom ever or however they wish. Em ployees are simply trusted to 

make their arrangem ents in the best interest o f  the state. K im  G am ero, D irector o f  

Finance at The D epartm ent o f A dm inistration, says that the state w ants its travelers to 

have a choice when it com es to making travel arrangem ents (pers com m un). However,



with the state unw illing to pay travel agency service fees, the travelers ultim ately w ill not 

have a choice.

Another point Garnero makes in regard to  contracting out the state s travel 

business is that right now the procurem ent code requires the state to com petitively bid 

where com petition exists, and choose the lowest cost provider o f  the services needed.

This is being interpreted to mean that if  an agency is not charging a fee, then they m ust 

be the lowest cost provider. But what guarantee is there? H ow  does the state know it is 

not being overcharged for an airline ticket? M aybe a lower fare was available, but the 

agent was instructed to sell the state traveler the higher fare. M aybe there was a low er 

rate at the hotel, bu t the agent gave them the higher one because they knew  it was w ithin 

the allowed per diem. At this time some travel agencies are chejging fees and some are 

not. In Juneau, for instance, there is one that does not charge fees and two that do charge 

service fees. Since some are not charging a fee, there is no need for the state to 

com petitively bid out its travel. Therefore, travelers are forced by the state to use the 

agencies that do not charge service fees regardless o f  the level o f  service the agency is 

providing. The state wants its travelers to bcok whatever is in the best interest o f  the 

state, but how do travelers know if  they are getting the best deal for the state? Why does 

the state leave it up to the traveler to ensure it is getting the best deal? W hy is it assum ed 

by the state that if  it is not paying a fee for a service, it is getting the best deal?

If  the State o f  Alaska contracted out its travel, it w ould ensure that its travelers 

received the best possible service, as well as saving the state tim e and money in the long 

run. Travel agencies currently can help businesses negotiate w ith vendors (car rental 

com panies, hotels, and airlines), track travel expenses, provide very detailed reporting for 

accounting purposes, and save the travelers tim e when arranging travel. Some agents 

will even reconcile billings and travel claims. All o f  these services can be negotiated in a 

contract. Travel com panies will usually try to negotiate as m uch service into a contract 

as a custom er calls for.

Sharon Lowe, Administrative M anager for Public H ealth, D epartm ent o f Health 

and Social Services, says that when she needs to travel, all she w ants to do is call 

someone up, tell them where she is going, that she needs a car and a hotel, and have them 

fax the confirm ation to her (pers com raun). She does not w ant to spend time searching



for everything she needs on-line, nor does she wish to make a m ultitude o f  phone calls to 

all the separate vendors. She does not w ant her s ta ff to waste their time searching for 

everything as though they were am ateur travel arrangers. She needs a professional to 

handle her travel for her. If  Sharon and her staff are doing their own travel arranging, as 

many state w orkers are, by the time they are finished researching everything, it probably 

would have cost the state less to go ahead and pay a travel agent a service fee to do the 

work for them. A fter speaking in depth w ith Sharon on the subject, as w ell as other 

cow orkers, this seem s to be the consensus. State travelers do not want to spend their time 

researching travel, they want to be able to call a professional and have them  handle it and 

spend their tim e doing the work the state hired them  to do.

A travel professional that is skilled at booking governm ent reservations, w hich by 

the way is a specialty in the travel business, is a highly revered individual. They usually 

have many years o f  experience and know  which vendors will give governm ent travelers 

the best deals. W hen I called American Express Travel and spoke to Sanci Raynor (pers 

com m un), a G overnm ent Travel Counselor, she was able to tell me right o ff the top o f  her 

head how m uch a governm ent rate is at the H ilton in A nchorage, and at the W arw ick in 

Seattle. She know s exactly who has the low est governm ent rate for a car rental, and what 

the best deal on an airline ticket is. The softw are that is available to a travel professional 

is different than w hat is available to the public. A  travel agent has all the airline rates on 

one screen, enabling her/him to see ju s t w ho has the low est fares. The sam e goes for car 

rentals and hotels. I f  state travelers are usiug unskilled agents or the Internet to book 

their travel, perhaps they are not using all o f  the travel discounts they could be.

B ecause the Internet has becom e a whole new  world for travelers, there is a myth 

that John Q. Public now  has as much know ledge in regard to travel as a professional 

travel consultant does. The reality is that when John Q. Public is booking his own 

com plicated reservations to Sydney, A ustralia on-line he will spend as mucn as four 

hours researching, then only to find he booked h im se lf on a m isconnect (he d idn’t give 

h im self enough tim e to catch his connection). W hen he arrives in Sydney, trying to get 

through custom s turns into a nightmare. There was no one on the Internet to advise him 

that he needed a passport and a visa to en ter the country. Finally he m akes it out o f  the 

airport only to find that he booked his hotel for the w rong day (he forgot about the



international date line) and now he has no where to stay. All o f these things could have 

been avoided by using a professional.

A nother thing you may not realize about booking airline tickets on-line that 

involve more than one carrier is you and your luggage may have problem s making it to 

your destination. When you have one ticket that is Juneau to Seattle on Alaska A irlines 

and another ticket Seattle to M inneapolis on N orthw est Airlines, A laska Airlines is only 

obligated to protect you to Seattle if  you get w eathered in. Ln other words since your 

ticket on A laska is only to Seattle, they do not have to rebook you on any Northwest 

Flights. So technically Northwest could make you purchase a new  ticket ooce you arrive 

in Seattle. Any seasoned traveler knows this is not something they w ant to have to deal 

with, especially if  they are on business travel.

Som ething else the state may want to take a hard look at is negotiating with 

vendors. Travel agencies will negotiate on behalf o f  the state for special ra.tes. Some 

travel com panies, such as American Express Travel, already have negotiated rates in 

place for their clients. Shannon Wiley, M anager o f  the Juneau A m erican Express Travel 

office, told me that her company has negotiated rates with car rental com panies, hotels, 

and airlines world wide that any o f their custom ers can use (pers com m un). Up to this 

time, the state has not had any luck negotiating a special rate w ith any airline; however, 

with the buying power o f  a large travel com pany, it may have a better char.ce. For 

exam ple, G reen’s Creek Mining Company has a 5 percent discount on m ost domestic 

carriers and an even larger discount on international carriers. T hat may not sound big 

when you are talking about one airline ticket, but when you are talking about thousands 

o f  tickets, it adds up.

W ith travel companies willing to track travel expenses and reconcile billings and 

travel claims, w hat state traveler or state accountant w ouldn’t w ant to contract it out?

The money the state spends on these activities alone would m ost likely pay for the 

contract within the first month. The state has a very outdated accounting system. 

Corporate travel companies spend m illions on keeping their system s up to date to keep up 

with their custom ers’ needs. They have program m ers and state-of-the-art computer 

equipment. The state would just have to ask for w hat they want in backroom  services, 

and the travel company would most likely be able to accom m odate them.



Contracting out travel is the way corporate Am erica and even the Federal 

Government does their travel business. They have come to realize that outsourcing is the 

best option for such a com plicated task. Com panies that don’t want to be in the travel 

business are leaving it up to the professionals. The State o f  Alaska needs to move into 

the twenty-first century. I f  it were to contract out its travel, it would save time for its 

accountants as well as its travelers. Outsourcing allows state workers the opportunity to 

cut down travel problem s by using a professional agent and the state would have m ore 

negotiating pow er with vendors. All o f  these things together make good business sense 

and would save a great deal o f money for the state in the long run.
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FISCAL NOTE
STATE OF ALASKA
2002 LEGISLATIVE SESSION

Fiscal Note Number:
Bill Version:
() Publish Date:

HB 300

R evision  D ate/T im e (N ote  if co rrec tio n ): (R ev . 4 /8 /0 2 ) D ept. A ffected: All
Title An Act re la tiong  to th e  p ro c u re m e n t BRU All

of c e rta in  trav e l s e rv ic e s . C o m p o n en t All
S p o n so i R e p re se n ta tiv e  H a y e s
R e q u e s te r  H o u se  F in an ce C o m p o n en t No. All

E x p e n d i t u r e s / R e v e n u e s ( T h o u s a n d s  o f  D o l la r s )
N ote: A m o u n ts  d o  no t include inflation u n le s s  o th e rw ise  n o te d  below .
O PER A TIN G  E X PEN D ITU R ES FY 2 0 0 3 FY 2004 FY 2005 FY 2 0 0 6 FY 2 0 0 7 FY 20 0 8
P e rso n a l S e rv ic e s
T ravel
C o n trac tu al
S u p p lies
E qu ipm en t
L and & S tru c tu re s
G ra n ts  & C laim s
M isce llan eo u s

TOTAL O PER A TIN G * * • Hr *

CAPITAL EX PEN D ITU R ES

CHA NGE IN R E V E N U E S ( )

FUND SO U R C E (T h o u sa n d s  of D ollars)
1002 f e d e r a l  R e ce ip ts
1003 G F M atch
1004 G F
1005 G F /P ro g ram  R e ce ip ts
1037 G F /M ental H ealth
O th er (Specify Type-D o not abbreviate)

TOTAL * * * * * *

E s tim a te  o f  a n y  c u r r e n t  y e a r  (FY 2002) c o s t : 0 .0
C h e c k  th is  b o x  (X) if fu n d in g  fo r  t h is  bill i s  In c lu d e d  in  th e  G o v e r n o r 's  FY 20 0 3  b u d g e t  p r o p o s a l :

PO SITIO N S
Full-time
P art-tim e
T em oorary

ANALYSIS: (Attach a separate page if necessary)
With the recent round commission cuts, m ost airlines a re  now paying no commissions to travel ag en ts . This situation will 
effectively end the ability of travel ag en ts  to waive fees for sta te  travel. To address this change under current procurem ent law 
requires competilive solicitation which will culminate in contract awards to a  single travel agent in e ach  location w here we currently 
do not have contracts.

HB 300 would eliminate the requirement for competitive procurem ents and allow the Slate to se t a  reasonab le  threshhold that could 
bo paid to all travel agenls in locations without current contracts. The difference between this threshhold and a competitively 
procured fee s impossible to predict, but the $8 estim ate used  on the original fiscal note is a  conservative guess. Tho num ber of 
tickets purch ised in 2001 on which fees were waived w as 28,599. At S8 per ticket, the estim ated savings of competitively 
procuring tra/el agent services is S228.792.

P re p a re d  by: 
Division

A pproved  by: 
A gency

V ern J o n e s P h o n e  4 6 5 -5 6 8 4
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