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Montgomery
County Council

SUBJECT

Expedited Bill 25-19, Contracts and Procurement — Local Business Preference Program - Established
Lead Sponsor: Council President Navarro at the request of the County Executive

EXPECTED ATTENDEES

Procurement Director Ash Shetty
Grace Denno, Procurement, Compliance Division Chief
Megan Greene, Associate County Attorney

COUNCIL DECISION POINTS & COMMITTEE RECOMMENDATION

Action - Council vote expected

DESCRIPTION/ISSUE

Bill 25-19 would provide a 10% price preference in evaluating a bid or proposal from a local business
on a contract awarded by the County. The GO Committee amended the Bill to cap the dollar
amount of the preference at $200,000 for a competitive sealed bid. The GO Committee also
amended the effective date to July 1, 2020. The effective date may need to be moved back again
to give Procurement more time to prepare for this change in the procurement procedures.

SUMMARY OF KEY DISCUSSION POINTS

e How would this affect the competition and bid prices on County contracts?

e How would this affect awards to minority owned businesses?

e How would this enhance the local economy and employment for County residents?

e What is the significant governmental purpose to be served by the legislation and how is the
proposed program closely related to that significant purpose?

This report contains:

Staff Report Page 1
Expedited Bill 25-19 with Committee Amendments ©A-1
GO Staff Report with attachments ©1

Alternative format requests for people with disabilities. If you need assistance accessing this report
you may submit alternative format requests tothe ADA Compliance Manager. The ADA

Compliance Manager can also be reached at 240-777-6197 (TTY 240-777-6196) or at
adacompliance@montgomerycountymd.gov
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AGENDA ITEM 15A
June 23, 2020
Action
MEMORANDUM
June 18, 2020
TO: County Council

FROM: Robert H. Drummer, Senior Legidative Attorney

SUBJECT:  Expedited Bill 25-19, Contracts and Procurement — Local Business Preference
Program - Established

PURPOSE:  Action— Council roll cdl vote required

Government Operationsand Fiscal Policy Committee recommendation (3-0): approve
Expedited Bill 25-19 with amendments.

Expedited Bill 25-19, Contracts and Procurement — Loca Business Preference Program -
Egablished, sponsored by Lead Sponsor Council President Navarro at the request of the County
Executive, was introduced on September 17, 2019. Five speakers testified at the public hearing
on October 15. A Government Operations and Fiscal Policy (GO) Committee worksession was
held on March 12.1

Bill 25-19 would require a 10% price preference for alocal business bidding on a contract
or an evauation factor worth 10% of the total points for alocal business submitting a proposal
under an RFP for a contract awarded by the County. The Bill, as amended by the GO Committee,
would cap the dollar amount of the preference on a competitive sealed bid at $200,000.

The Director of the Office of Procurement would be required to certify abusinessasalocal
businessif it hasits principa place of businessin the County. The definition of alocal business
would be established by a Method 2 regulation. The Procurement Regulations, COMCOR
§11B.00.01.02.4.72, define a principal place of businessin the County as:

2.4.72 Principal Place of Business in the County: A regular course of business
commerce in the County by a business, along with any of the following:
D The business has its physical business location(s) only in the
County; or
2 The business has physical business locations both in and outside of
the County, and the County-based location(s) account for over 50%

1#_ocal Businesses, #MoCo4Growth




EXPEDITED BILL No. 25-19

of the business's total number of employees, or over 50% of the
business' s gross sales.

The County Attorney’ slssue Manager Memorandum raises some legal issueswith thelocal
preference in Bill 25-19. See ©11-28 on the GO Staff Report. The County Attorney’s Office
recommended that the legidative record “clearly identify a significant governmental purposeto be
served by the legidation and explain how the proposed program isclosely related to that significant
purpose.”

Government Operations and Fiscal Policy Committee Chair Nancy Navarro sent the
Executive questions concerning Bill 25-19 on December 6, 2019 (See ©74-75 of the GO Staff
Report). Procurement Director Ash Shetty responded on behalf of the Executive on January 24,
2020. A copy of Mr. Shetty’s response with attachmentsis at ©76-159 of the GO Staff Report.
The GO Staff Report includes a discussion of these responses as part of the explanation of the
issues.

GO Committee Worksession

Procurement Director Ash Shetty, Grace Denno, Procurement Compliance Division Chief,
Associate County Attorney Megan Greene, and Senior Legidative Attorney Robert Drummer
participated in the discussion. The Committee reviewed the Bill, the potential legal issues, the
fiscal impact, the policy issues raised in the Staff Report, and the reasons for enacting the Bill.

The Committee amended the Bill to establish a $200,000 cap on the dollar amount of the
preference for a competitive sealed bid and changed the effective date to July 1, 2020. The
Committee recommended (3-0) approva of the Bill with these amendments.

For an extensive discussion of the legal, fiscal, and policy issues, please refer to the
attached GO Staff Report.

Should the July 1 effective date be extended?

The GO Committee worksession for Bill 25-19 was held on March 12. At that time,
delaying the effective date until July 1, 2020 gave Procurement more than 3 months to prepare for
the new preference and gave areasonable time period for businessesto seek certification asalocal
business. If the Council decidesto enact Bill 25-19 on June 23, Procurement and local businesses
would have 1 week to implement this significant change to the Procurement law. The Council
may want to extend the effective date of the Bill before enacting it.

This packet contains: Circle#
Staff Report Page 1
Expedited Bill 25-19 with Committee Amendments ©A-1
GO Staff Report with attachments ©1
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Expedited Bill No. 25-19

Concerning: _Contracts and Procurement
— Local business Preference Program
- Established

Revised: _March 12, 2020 Draft No. _3

Introduced: September 17, 2019

Expires: March 17, 2021
Enacted: [date]
Executive: [date signed]
Effective: January 1, 2020

Sunset Date: _None

Ch. _[#] , Laws of Mont. Co. [vear]

COUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

Lead Sponsor: Council President at the Request of the County Executive

AN EXPEDITED ACT to:
@ increase the number of local businesses awarded County contracts;
2 establish aLoca Business Preference Program for certain County contracts, and
3 generally amend the law governing County procurement.

By adding
Montgomery County Code
Chapter 11B, Contracts and Procurement
Article XXI. Local Preference Program
Sections 11B-92, 11B-93, 11B-94, 11B-95, 11B-96, 11B-97, and 11B-98

Boldface Heading or defined term.

Underlining Added to existing law by original bill.
[Single boldface brackets] Deleted from existing law by original bill.
Double underlining Added by amendment.

The County Council for Montgomery County, Maryland approves the following Act:
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EXPEDITED BILL No. 25-19

Sec. 1. Sections 11B-92, 11B-93, 11B-94, 11B-95, 11B-96, 11B-97, and

11B-98 ar e added as follows:
ARTICLE XXI|. Local Business Preference Program.

11B-92. Purpose.
This Article is intended to bolster the County’s economic growth and support the

creation and retention of employment opportunities within the County by establishing aten

percent (10%) preference for the award of a County contract to a County-based business.
11B-93. Definitions.

In this Article, the following words have the meanings indicated.

Broker means a person that provides goods or services (other than real estate,

Investment, or insurance sales) on a pass-through basis as:

(a) asupplier of goods who:

(1)  doesnot own, operate, or maintain aplace of businessin which goods

of the general character required under the contract are kept in stock

in the reqular course of business,

comparable character to those offered to the County: or

(2)  doesnot regularly assume physical custody or possession of goods of
3

exclusively acts as amiddleman in the sale of goods to the County; or

(b) a supplier of services who does not regularly maintain the capability,

capacity, training, experience, and applicable requlatory licensing to directly
perform the principal tasks of a contract with the County and must provide

the principal tasks through a subcontract with a third party.

Director meansthe Director of the Office of Procurement or the Director’ sdesignee.

Local Business means a business, other than a broker, that:

(a8 hasitsprincipa place of businessin the County;
(b)  mests criteria established by method 2 regulations; and

(c) iscertified by the Director as a Local Business under the provisions of this

F:\LAW\BILLS\1925 Contracts - Local Business Preference\Bill 3 A-1 - A-5.Docx
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EXPEDITED BILL No. 25-19

11B-94. Applicability.

This Article applies to all procurement purchases solicited under Sections 11B-9 or

11B-10.

11B-95. Procedures.

(a

Eligibility. To be eligible for local business preference points, a business

must affirm and provide supporting documentation to the Director to show
that it is a local business as defined in Section 11B-93. The Director may

investigate and verify the information provided on the application, as

necessary, and must certify abusiness as alocal business for the purposes of

this Article.

Certification. Preference points must be applied only to a business:

(1) that hasavalid local business certification when the business submits

abid or proposal; or

(2) who has applied for local business certification before the time to

submit abid or proposal has passed.

Notice. The Director must publicly notify businesses of prospective

procurement opportunities.

Section 11B-9:

(1) by reducing the bid price(s) by a factor of 10%, but not to exceed
$200.000, for the purposes of evaluation and award only; or

(2) if aLocal Businessis eligible for a reciprocal preference pursuant to
Section 11B-9()), the bid of the Local Business must be adjusted by

that reciprocal preferenceif it exceeds the 10% preference factor.

be combined with reciprocal preference points authorized under Section

11B-9()). .!
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EXPEDITED BILL No. 25-19

(e) Competitive sealed proposals. The Director must include an evaluation

factor awarding additional pointsfor aproposal from alLocal Business worth

Section 11B-10.

(f) Waiver. The Director may waive a bid or proposal preference under this

Section in a solicitation if the Director finds that a preference would result

11B-96. Regulations.
The Executive must adopt requlations, by Method 2, to implement this Article. The

regulations must include:

(@) Caertification requirements for a business to qualify as a Local Business,

(b)  Procedures to certify, re-certify, or decertify aLocal Business; and
(c) Procedures that will enable the Director to monitor compliance with the

L ocal Business Preference Program.
11B-97. Reports.

Business Preference Program. This report must include the number, solicitation type and

dollar amount of contracts that were awarded pursuant to the Program.

11B-98. Penalty.
(@) A person must not:

(1) fraudulently obtain or retain, attempt to obtain or retain, or aid another

person in fraudulently obtaining or retaining, or attempting to obtain

or retain, certification asalLoca Business,

(2) willfully make afalse statement to a County official or employee for

the purpose of influencing the certification of an entity as a Local

Business; or
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EXPEDITED BILL No. 25-19

(3) fraudulently obtain, attempt to obtain, or aid another person in

fraudulently obtaining, or attempting to obtain, public monies to

(b) A violation of this Article:

(1) isaclassA violation; and

(2) may disgudify the violator from doing business with the County for
up to 2 years.
Sec. 2. Expedited Effective Date
The Council declares that this legislation is necessary for the immediate

protection of the public interest. This Act takes effect on [[January 1, 2020]] July 1,
2020 and must apply to a solicitation issued under Section 11B-9 or Section 11B-10 on or
after [[January 1, 2020]] July 1, 2020.

Approved:
Sidney Katz, Presdent, County Council Date
Approved:
Marc Elrich, County Executive Date

Thisisa correct copy of Council action.

SelenaMendy Singleton, Clerk of the Council Date
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GOVTTM o
hfarch 12, 2024

Worksessien
MEMORANDUM
March & 1020
Tk Crovernment Operations and Fiseal Pelicy Committes
FROM: HEoben H, Drummer, Senior Legislative Aftormey

SLBILCT:  Lxpedited Thif 23-19, Contracts and Procutctnent Luocal Bysiness Pretocnce
Prograrn - 1ostublished

PLRIOSE: Worksewslin — Comnaiilee 1o make recommandations on kil

Expected atlendeey:
Procurement Director Ash Sheter
Grace Denne, Procarcrenl, Compliance Division Chict
Mlichacl Brown, Procurement, Local Bosingss Propram Manaper
Meoran Ureene, Associate County Aftorney

| xpodited Tl 23-1%. Contracts and Procurement — Liwal Rusiness Preference Prywram -
Established, sponsered by [ead Sponsor Council President Wavarme at the request of the County
Exceurive, was inltoduced on September 17, 2019 Tive speakers westified at the public hearing
on October 15,

Bill 25-19 wiruld require a 10% price preletence for a local busineas bidding on & contract
of an evalualion [aclor worth 140% of the (ol pointy for a local business submirting a proposal
under an REP lor & contract awarded by the County. The Thrector of the Qfice o Procurcmcent
wolld be required 19 cortify a business as a local business iF il has its principal place ol hisingss
in the County. The definition of a local business would be catablizhed by a Mathul 2 regulation.
1he Procurament Regulations, COMCOR §11H.00.01.02.4.72, define a principal place of husiness
tn the County as:

2402 frimcipal Place af Nusiness in the Coamty: A togular course of buwsiness
comcnetee im the Conny by a business. along with any of {he Tallpwing:
{1} The business has its physical busincss locanon(sy anly o Lhe
Loty s or
(2] The business has physical business locations both in and vutsude of
the Coumy, and the Coyniy-hased location(s) accoum tor over 5005
of the business's wral number of employees, or over $0% of the
business's gross salcs,

13| prplBucinessas, #MoCod Groweh



The County Awwmey's 1ssuc Manager Memarandum raises some lepal issucs with the logal
prefecence in BilL 2519 Sec £ 1-25. The County Atemey's Office recommendsd thar the
lepiglative revur] “clearly wdentity a significant govemmental pompose to be served by the
legistation and explain how the proposcd prageam is closcly redacd to tar significant purpese.”

Government Operacions and Fiseal Policy Commitier Chair Mancy Navamo sent the
Exeguttve questions concernimg Tl 25-19 on Lecember & 2019 (Ses £974-75). Procursment
Lirector Ash Sheity responded an hehalf ol the Excoutive om Janyary 24, 2020, A capy of Mr.
Sherty”s respanise with anachments is wt S76-159, We will discuss these responses as part of the
explanation of the issyes.

Publle Hearing

Adl % speakers suppunied the Bill, Procurement Thicector Ash Shety (29729, MCPrCsCnring,
the Fxecotive, siified thar the Bill is designed to bolster the County's ecanamiv prowth and
support the vrestion and retention of employment cpportunities within the Coundy by esinbiishing
a ten pereent (1{¥9) preference tor Coumy-based businesses™ The ather 4 spedkers represenied
iocal companies that would benefit directly from the local prefercace prupram created by 1l Rill.
Manlyn Baleombe (#0230, representing the Gathershurg-Gemantown Charnher of Commerce,
Kenneth O'Conpell. O Cannell & Lawrenee, [nc. (£31-32), Susan Young Molinesux, Duane,
Cabifl, Mullineaus & Muilineaus, P.A, (£33], and Kenny Mallick, Mallick Plumbing (£34-13)
edch supporied the Bill. We also received written welimony supporting the Gl fom Jane
Redicher, representing ihe Greater Silver Spring Chamber of Commerce i£536).

Issuey
1. What ix the fiscal and ceanamic impast of the Bill?

The 3ill would require the Office of Procurement ti conify a business as a il husiness.
A business muet have its principal place of business io the County @ be cectiiied as a Joeal
business, The Procurement Repulations detine o pringipal place of business as follows:

2412 Principal Place of Rusiness in the Coumgye, A repular course of business
comimerce in the County by a business, along with any af the fallowing:
{1} Thc busincss has is physical business locationisy only in the
County: ar
(2] The business has physical business locavivns hoth in and ouside of
the County, and the County-based location(s) account for over 5005
of the husimess's loial number of employees. ar over 30% of the
business’s gross sales.

Procurement would then bave o apply a 10% price peeference for a certilied loval husiness
under o competitive sealed bid or a 10% local resident factor under a requust for proposals,
Although Procurement corremly certifics a small business as local under the Loeal Small Business
Rescrve Program (1.5B1P}, this would make many mure businesses who are net “smali™ eligible
te be certified as a lucal husiness, OMB cstimated that this cowld ke done by current staff, We



understand that Procurement currently has one professional person responsible for these
certifications.

Council staff questions whether this can be done by the one existing staff person alone. If
a business’s only location is in the County, the analysis is straight forward. However, for a
business with locations inside and outside the County, Procurement would have to analyze the
number of total employees working in the County or if more than 50% of the company’s gross
sales originate from a County location. These calculations may be simple for a small business
under the LSBRP but may become much more complicated for a large business with multiple
locations,

OMB also looked at the increased cost of contracts if a local business wins a contract due
to the 10% price preference over a non-local business with a lower bid by reviewing bids for FY18
and FY19. OMB did not look at increased costs from RFPs. In FY18, OMB found that 13
contracts would have been won by local businesses for an additional cost of $655,340. In FY19,
OMB found that 13 contracts would have been won by local businesses at an increased cost of
$58,942. While these numbers appear low compared to the $1 biilion in contracts awarded by the
County each year, there is no way to accurately predict future costs with confidence. If the Bill
succeeds in encouraging more businesses to either locate in the County or more local businesses
to bid on County work, it may discourage non-local businesses from bidding on County work.
Less competition for County contracts would inevitably lead to higher bid prices, especially if
local businesses with a 10% price preference decide to increase bid prices against non-local bidders
to take advantage of the price preference.

Finance concluded that the Bill could have a positive impact on the County’s economy if
more local businesses are awarded County contracts. Finance concluded that this would increase
income for local businesses and County residents. However, they did not include any analysis to
support the assumption that local businesses employ more County residents than a business with
its principal place of business located elsewhere in the District, Maryland, and Virginia.2

In his response to Councilmember Navarro’s questions, Mr. Shetty referred to the
economic theory of “the local multiplier effect” to explain how Bill 25-19 would improve the
County’s economy. Mr. Shetty attached several articles explaining this theory. On closer
inspection, these articles discuss the positive effects of local consumers purchasing goods and
services from locally owned businesses rather than online businesses or national chain retail stores.
None of these articles talk about the positive benefits of a local government providing a price
preference to local businesses in government procurement. Although the County’s annual
procurement is almost $1 billion, this represents a small percentage of the County gross domestic
product of more than $86 billion.> The County does not purchase enough of any goods or services
to materially affect the local economy.

? The County does not receive a share of business income tax. The County receives a share of personal income tax
and business personal property tax. Personal County income tax is based on the taxpayer’s residence not the taxpayer’s
work address.
3 According to the Bureau of Economic Analysis, the County’s Real GDP in 2018 was $86,116,398,000. If we assume
that the County’s GDP grew the same as the U.S. in 2019 (2.3%) the 2019 GDP value is approximately
$88,097,075,000.

3



Another problem with relying on these articles is that they often refer to the local economy
as a regional economy, not a political subdivision. The relevant market for the County’s
procurement is generally the entire Washington metropolitan region that includes the District of
Columbia, Northern Virginia, and the surrounding Maryland Counties. For example, Bill 25-19
makes an arbitrary distinction between a preferred local business located in Friendship Heights
north of Western Avenue and a non-preferred local business located in Friendship Heights south
of Western Avenue based on a political boundary.

Finally, these articles promote the benefit of additional tax revenue to the local government
received from additional sales by a local business. For example, the article describing the
experience of San Diego points to additional sales tax collected by the City from local sales. (See
©137-148). However, the County does not receive any portion of the Maryland sales tax or the
Maryland business income tax. The County receives a portion of the Maryland income tax that is
based on where the taxpayer lives not where the taxpayer works. The Executive did not submit
any empirical data to show that a local business in the County hires more County residents than a
local business located in the District of Columbia.

2. What are the legal issues with the Bill?

The County Attorney’s Office (OCA) raised several potential legal issues that could affect
the validity of the Bill. See County Attorney Bill Review Memorandum with attachments at ©11-
28. The County Attorney attached several memoranda written by their Office concerning the
requirement that a business in the LSBRP have a principal place of business in the County. OCA
analyzed the local business requirement under the Commerce Clause, the Equal Protection Clause,
and the Privileges and Immunities Clause of the U.S. Constitution. OCA concluded that the local
requirement would not violate the Commerce Clause because the County was operating as a
market participant rather than a regulator. They also opined that the local preference is likely to
survive an Equal Protection challenge under the rational basis test because it does not involve a
suspect class or fundamental right. Council staff agrees with this analysis.

OCA’s analysis under the Privileges and Immunities Clause in Article IV of the U.S.
Constitution is less optimistic. The Courts have determined that the purpose of this provision is to
“foster a national union by discouraging discrimination against residents of another state on the
basis of [their state] citizenship.” Salem Blue Collar Workers Association v. Salem, 33 F.3"265,
267 (3" Cir. 1994). The Supreme Court, in United Building and Construction Trades Council v.
Camden, 465 U.S. 208 (1984), held that a local law requiring 40% of the workers on a City
construction project to be Camden residents was discriminatory under the Privileges and
Immunities Clause. The Court held that the City must show a substantial reason for this
discrimination against nonresidents for the law to survive. The Court remanded the case to the
lower court to determine if Camden could show a substantial reason for its law. The case was
settled before the lower court had to rule on this. More recently, the Supreme Court, in McBurney
v. Young, 569 U.S. 221 (2013) held that a local law does not violate the Privileges and Immunities
Clause unless it involves a fundamental privilege or immunity of citizenship. The Court upheld a
Virginia public information law that guaranteed a Virginia resident the right of access to public
records but denied that right to residents of other States, The Court held that this law did not
violate the Privileges and Immunities Clause because the right to see government documents was
not a fundamental privilege or immunity of citizenship.

4



OCA concluded that a local preference may not violate the Privileges and Immunities
Clause if the legislative record demonstrates a substantial reason for this discrimination against a
business located outside of the County. Council staff agrees but notes that the legislative record
supporting the local preference is slim. The Executive requested this Bill without any data analysis
of the percentage of local businesses on the County’s bidding list and the percentage of County
contract awards historically awarded to local businesses. Councilmember Navarro requested this
information in December. Mr. Shetty’s response included data showing that 27% of the dollars
awarded by the County to prime contractors in FY19 were awarded to businesses with a County
zip code and that 33% of the bidders registered with the County had a County zip code. See ©79-
80. However, Procurement does not keep local subcontractor data. The 33% of registered
businesses with a County zip code does not match up with availability of local prime contractors
because it includes vendors that are primarily subcontractors. Also, Procurement has no data to
support the assumption that a local business employs more County residents than a local business
located in a neighboring jurisdiction.

OCA also looked at Article 24 of the Maryland Declaration of Rights. It is unclear how
Maryland Courts would look at a local preference law that discriminates against a Maryland
business located in another County. In the absence of Maryland cases on point, OCA concludes
that the Maryland Courts are likely to demand substantial justification for a local preference law
that discriminates against a Maryland business. Council staff agrees.

Although not mentioned by OCA in their initial Bill review, there is also an issue of implied
preemption by the General Assembly. Section 1-402 of the Maryland Local Government Code
establishes the following reciprocal local preference:

(a)  Definitions. —
(1) In this section the following words have the meanings indicated,
(2) "Nonresident bidder" means a bidder whose principal office is outside the

State.
(3) "Preference" includes:
(i) a percentage preference;

(i) an employee residency requirement; or
(iii)  any other provision that favors a resident over a nonresident.
(4) “Resident bidder"” means a bidder whose principal office is in the State.

(b) Conditions for preference. - When a political subdivision or an instrumentality of
government in the State uses competitive bidding to award a procurement contract,
the political subdivision or instrumentality may give a preference to the resident
bidder who submits the lowest responsive bid of any resident bidder if:

(1) the resident bidder is a responsible bidder;

(2} a responsible nonresident bidder submits the lowest responsive bid of all
bidders; and

(3) the state in which the nonresident bidder’s principal office is located gives
a preference lo its residents.

fc) Form of preference. — A preference under this section shall be identical to the
preference that the state in which the nonresident bidder's principal office is
located gives to its residents.



Tios State law defines a nonresident business as o business located ouside the State of
Maryland. The law eapressly permils a local govemment (o establish a local preference law that
can be applied only against 2 noreesident husiness that 15 Jocaled in a Siate that has a loeal
preference law. The Maryland Courts may conclude thal this limited grant of authority 10 a local
povernment precludes o local preference law under other circymstances, Lhe anly loeal preference
law in a Muryland Cownty we eould find was a bimited Prince George's County law thal croates 2

#u preference for a County bascd business under a request tor proposals as part of » law tha
creates preater preferences for a County based small business, » County based minority wnead
business, and a noaresident minonty owned business. See Prince Gevrge's Counry Code 5104
173 & £237-38. Prince Gearge's Couniy does not bave a similar Tocal preference law for
contracis awsarded under competitive senled bidding.

Councilmember Navarmo asked the Fxecutive 12 look at this fssue. The County Attomes s
Mice addressed the preenypion issue in a seeond memorandum and concluded that the Siate did
not intend to preempr a County lacal business preference by enacting the recipeocal local
prelerence in $1-402 of the Maryland Local Government Code Ann. See the memorandum al
T 160-162,

3. Wauld the lacal business prefercnce adversely alTect minurity owned businesses locaged
nutdide nf the Counry?

The County has a lumited minanty owned business program designed 1o remedy the affacts
ol past discriminaton against cectain minanty proups, including women. Code &1 1B-57 explains
the purpose of the program:

F{E-57, Legiviative findings and podicy.
i) Minarin pwnrd busireiser heve experienced the effvcty of diserimingtion in the
muvarding of County contraces ahd subcontracts The effece has feen i
(f) make o smudfer perceniuge of conract and SLRCORract awardy ti minoein
awmed  bavinesiey thon the percentuge of guilificd minurity owaed
Pailnestes in the Connly s pelevarts geuyraphic morker areg wonld indicate
oy reyiraehle;
2} fpede the ecommic development amd expanvion aof mingrin: owmed
basrmevey [ the Cownt): ¥ relevanl gevyruphic markod arec;
i¥) impir the compedtive position of minor ity owred dusinpsses, und
i) generally Barm minorin owasd Busineseey
i) Adiprion of the minor ity maned ey pirchasing progeis iy inlended (o remed)y
thy affecls of dixcrimingtion an minarite owred Puastnesses.
el A geal of awarding en upprepricte parcenstdge of the doifer vaine of Counby
eHAbrLoLT g o owred busineises in proportion o thew avalabiline to
perforn work under Cound: comtraces i o reasonghle ond appropriale means fo
remedy discriminition apaikst Miner ity guned businesyer.

The County has fimated its minanty owned busingss program w businesses owned by
members of certan minonty groups or women (referred to a8 MEDS) that have historically been
underutilized in the award #f County contmets compared 0 their avajlability in the relevant
geapraphic market. In ordet to connply with the Fyual Frotection Clawse af the 14" Amendment,

&



as imerpretel hy the Courts, the propran penerally requines comractors to suhconiract a petticn of
the woth with sne or more cerlificd MFDs, The Counly limits hidding on certain contracts to local
small husinesses under the LSBRP but docs not limir bidding on anv contracts to MFDE in order
w1 comply with the Equal Provection Clavse. The County’s procuretnent data indicates that ihe
LSBEP has increcased awards w0 MFD primc contractors even though it exclodes MFPDs that are
nat local. 1o FY1%, Procurement awarded $26,023,123.92 10 MFD primes under the LSBRP or
31.4% of the total doltars awarded under the T.SRRE. MFD primes reeerved only 1993 of the
dollars awarded outside ol the LEBRE. ln FY 18, Procurement gwarded 37.4% af the dollyrs @
MEDD priroc contractoes under the LEBRE but only 18% v MFIY primes ouside of te LARRF,
Lhe awards w MIT) primes under the LSERP would likely he significantly larger under the
LSBRF it small non-local METY contraciors were permitted to participate in the Progeam.

The County s most recent disparily study supporting the minarly owned busincss prograen
dercrmined thar the relevant geographic marked lor all County comtracts includes jurisdictions
aylside of the County. For example, an award o a certitied oenonity owned business located
ihe District of Columbia is coanted under our program for MIEL participation in County contracts.

Bill 25-1% would provide a greater prelersnce for a large non-ninarity owned ©ounty
hased business than an MEL locaded oulside aof jhe County,? A nonelocal MTTY that is 1he low
Eidder on a County contract may lozc the canirac W anun-minority owned Cowty hased hysiness
under [l 25-12. Procuremend sl provided the Tallowing daw on ihe percentape of cenified
manority awned businesses registered for husiness with the Couny that have local #ip codes in 1he
Caunty and ihe percentage of all businesses regisiered with the County with local zip codes:?

Vendars in CVRS Companres including sele progrieters with local zip codes
Total 30,000 vendors 10,030433.43%)
Tortal 741 MFD certified vendors | 280147, 78%|

This tntormatiom indicaies that BUl 23-19 would adversely affec) at leaso 3% of the pertified MFD
vendors registered 10 do business with the County. Thetefore, it is pessible that Bill 25-19 would
reduce the humber of pime conlrmcis awarded to a cerified MF D vendor.

4. How wanld 1he Bill affect the reciprecal locsl preference law enacted in Bill 49-147

The Council enacied a reviprecal Jocal preforence law effective January 1, 2016 in Bl 45-
14, Sce Code §LIB-Wi) al &30 This reciprocal local prefercnee is lionited 1o a situation where
the low bidder is from a junisdiction autside of 1he County that provides & local preference for is
local Businesses. The anly such law i a lacal Washinglon Mermapalitan Arca jurisdiction is the
local preference Jaw in the District ol Columbia and the ltmited law in Prince George's County

*In his resporse, Mr Shetty argued thet MFDs already peceres the same 10% preferemce 078 | lewsver. they da
ndd fCCEi v Ay price preference a5 3 prime CORTRCLOT on Competitve sealel bels  There is a peeference for MIFD
paticipation o some rejoedts for propogals. bul o nen-MFC prime can receive heve points by meximising MED
subicenitract ing.

* Listing 2 2ip coule that is in Lhe County is an indicatton than the Susiness iy be eligible for the lacat prefetence, but
samt of thest hus nesses mdy also have [ocations outside the County end may ned be eiinible ondet the congnl
defirition of principal place of husingss
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deseribed above® Dased an sonversations with Procurcment staff, we understand that this
provision has nover beon applicd since it ook otfect i 2006,

Fhe recaipracal local preference law is a detersive measone o discourage boval preference
[aws in wther jurisdictions by leveling the feld for a County based hosiness competing against a
business in a jarisdiction wilh a Jacal preferencs law. Bill 25-19 would ereate 2 lecal prefecence
Itk the type of preference Bill 49-14 wax designed w protect against. Bili 25-19 would subiec a
County hased business to ateciproval local preference law in other jutisdictions. Many statee have
enacted these reciprocal local preference laws. including Mearylaod and Virpinia. Sec the chart of
S1ares with reciprocal lacal preference Jaws compiled by the Sate of Oklahoma in December 201 8
at £:d-73. Thecefore, Bill 25-1% wondd help a County based business competing tor a Caunty
cantract and may hurt them when competing 107 8 contrast in another junsdiction. o s response,
Mr. Sheily explained that Frocurement does oot track bids by County hased husinesses in other

jurisdicrions (£E0).

[F the Council epaets Ball 25-19, the recipruoual [beal prelerence law in Code F1IR-4
would never he applied wnless the non-local buswess s located in g jurisdicion with a locgl
preference law that provides more than a 1% advantage.

5. Docs 1be legislative record clearly identily a significant governmental purpose and explain
haw Lhe Bill is closely related to that purpase?

OCA cantions tha the lagislative record must clearly identfy a significant governmental
purpose for the Joval preferenes and explain bow the 10% prelcrence is closely relnted to that
purpose, The public esimany consisted of support from 2 local chambers of commerce who
represent County based businesses and 4 Coumy based businesses. Procurement Dircctor Ash
shetty explained 1bat the Bill 15 designed to “balsier the County's cconomic growth and supporn
the creation and retemion af employment cpportunitics within the County by estahlishing a ten
percent (M%) preference for County-based bosinesses.” Mr. Sheity argued that County hased
busincases “cmploy local residenls, provide goed jobs, and make ceal cuntributions o the local
econamy.” These conclusions are not bevked up with any staristics,

ln response to Councilmember Navareo's questiens, Mr. Shetty poined 10 data showimg,
that the County has been lapging neighburing jurisdictions in business establishmant busincss
retention, job crealion, and wapes (£76-7T). Missing [rom this respanse ic an explanation of haw
the 10% Ioval preference is going to change these duly in the foture. These meighboring
Jurisdietions appear bs have moved ghead of the County in these areas without a 10% Jocal
preference

6. What is the apprupriate local preference?

The only loval junsdictions with a local preterance are Prinec Georpe™s County and 1he
Wustrict of Columbiy  Prince (reorge’s has no local price preference for contracls awarded

* M. Sherty mentioned 3 Kaltunere G4y Smail Lacal Baginess Friesprise Program that provides a [0 (¢ lerence,
but zhas 15 like the Councy LERART, ne the Jocal preference m Bill 25-19. Me Skety aloo mentioned 3 58 lesl
preference pruvided by WMALA, bur WMATA 13 2 regional vompact that includes Maryland. Virginia. and the
Therrier of Cobnmina, Gee D78
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through competitive sealed bids. The lucal preference for contracts awarded by Priace Gearge's
Counly through competitive propesals i 3%.° The District has a lecal prefierence tor contracts
awarded through compelilive seated bids or competitive proposals, b the peeference is part of
several preferences for ditferont reasons. Tlere is a chart showing the different preference points
[wr 4 Thistrict based business:

What are thie preferemes poin s asvciated wilk each cacegory of certificaiion™

Bid % Pnice

CRF. Calegnry _ Propaal Points Bedocimm
Lazal Lhugi-css Lnlororsees L L

Smal Business Frociprss ~ i o irg

sl vardigeed Busiress Enteprise* i- 2%
Derciwnmerd Enlerpeise Frme 2 Xa i
A eeident-Ukwmed Hosiness 5 a0
L.onglime Resilenn Business 5 10
Vn:l.q:ﬂn-iJ-.-.-;ud Iiur;inl:.s:-: Lntpnse X 2%

lawzal lann faciorldg Rusiazy Enerprse e A8y

*Mote: The persnnal nel wesh of e applicanl y:ticing_DHI-: wrrlificatian st be bes dhao 1 00 (HKD, cucluding the salue of
Fivheer pririary residevae and values of kister snenership inderest e the € 1E

A [hstrict hased business receives a 2% preference, 1 the business is alsa smal), it recaives
an akdipemal 3% preference. | the owner lives in the Ddstrict, the business can receive an
additivaal 5% preference. Howewver, the toral preference cannot exceed 12%%,

Bifi 25-1% wauld create o 1074 |ocal preference far any business that hias a principal place
of buzimess in the County, including a large. non-minority awned husiness with owners living
puttade the County, "Lhore is also na maximum amoun of the towal bad price the 10% pretarence
can apply e Since most local junsdictions do not have a local business preference and the
preterences o the Thstrict and Prince George’s are generally fower, the 10% local preference in
Bill 25 1% appuars ke he ot of ling with ather loeal jurisdicrivns.

[n his response, Mr. Shoty cxplained thal ce 104 Local preference (s consistent with the
10% ot points awarded an the basis of MFD pariicipation, including subcontracturs, for requests
tor proposals, 2 12%h preference i the Disirict of Cotumbiu (ibe chart above shows that the loeg]
preference in TH ranges from 2% te | 2% Rer @ wariety of circumstances), the 0% local profercher
for local small businesses in Baltmore City (limited 1o small busineswss unlike Bill 25- 199, and &
patential | 3% of poinis for local businesses in requesis for propasals in Prince Georpe's, The 10%
atr0ss e Ikard price prelerenoe [orany local bustness in Bill 23-U% is sigmificantly more generous
than the local preferences in other jursdictions.

T. Should the local preference be limited?

10 1be Commttes decides Lo recommend coacing Bill 23-1%, Council s1aff recommends
amending it to reduce the price prelerence 0 no more than 3% and w can the daltar amount of 2

! Aty under i Teguest for proposals is based an 3n cvaluation of severa! factors and is ol baacd on price alone.
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price prefecence on a specific contract,  For example, Unes 32-53 of the Bill at ©3 would be
amended as follows;

1) by reducing the bid price{s) by 3 factor of [[10%]] 5%, but not to excesqd
31 00,000, for thy purpases of cvaivation and award anly; or

4. Should the Bill have a2 sunset provisian?

Il a local preference is cnacred it may become dillicull o repeal iteven iF i does nop resyl;
in a significamt boast ta the County's econany . The Execwdive’s juslificaion fm the Bill is based
ol theoties and assumplions that may not prove cotreet. One metbisl of ensunng a careful ce view
of this program by the Council wonld be to Include a sunset provigion like the sunset provision
included in the MFIDY prograre. I the Committes recommends approval of Bill 25-19, woe
recommerd including & J-vear sunset. The Bill atready includes an annoal ceporting requiremanr.
I tlu= cepors suppart the extension of the program, the Cownt] can exend i 1his couid be done
by adding the following alter line 92 of the Bill;

11599, Sunset Date,
This Aficle 15 pot effective after July, |, 2023,

9. What is the appropriale effective date for the BIILY

Ihe Bik, as introduced, is an expedited Bll that wouold take olTec) on Janpary 1, 2020 and
apply 10 seltcitalions wwsoed after than dale. Obviously, if the Cauncil is going 0 cnact Bill 25-19
the eftective datc should be noved hack. Rusinesscs would need time o apply [or certification as
w County hased business and Procurement is likely ta need gsome time o review and act on these
applications.
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Expedined Rill 2512 I
Lepislative Kequest Keporl £
Fizeal [mpact Suwemecot 7
Leonmnwe lmpact State et L
Counly Ay Jzsue dManaeer Memorand um L1
IPublic Hearing Testapons

Ash Shetty 29

Marilvn Bakorm be k11

Kenneth U’ Conngll 3l

Suzan Young Mullineaus 1

Kenny Maollick 14

Jane Kedicher 15

Prince Gaorge's County Code B 194 73 a7

Coutty Code &1 1B-%1] 39

klohema Chart of Keciprocal Local Preference Lavwes 40

Councilrmestiber suvamo™s questians to Execurive T4

Responge LonQuestions from Procywremem Direcior Ak Sher 1A
Artachnencs 1 Sheiy Responses

Montgomery County Econome: Profile B1

10



Washingon Eeonomy Warch - Btephen 5 Fuller Instine
Local Multiplicrs - Enrico Morem
Local Emplovment Mubtiplices in U5 Cities - J.J. van [ujk
Cining Locul-Pate] & Marin
‘The Fennamic Tepact of Buying Loval - San Diegr -Beacan Foanamics
Why Buy T.ocal? - andi Rolijnsgn
Associate County Attamey Freemplian Memargng um

o] AWEE]CL S [H2S C pplracts « Tocal Husiness Mrelererced #1 vWedal [

11

Ot
o
[ e
[ 340
[EX
14%
[0l



Expadited Bill Mo, Za19

Corrireng: Conlracts and Frogurement
- Local  bupiness  Prefrence
Frogram - Fsishlished

Rewsed. _July 20 2018 DOrafig 2
Inlroduced; September 77, 2010
Expuras: March 17, 2021

Eneclad; |data]

Crecubwe: _ [dalg shgned]
EMeCtive; January 1 20

Sunsal Dale: Koo

Ch. _[# . Laws of Monl Co, [yearj

CounTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

Fend Sponsor: Council President #f the Request of the County Fxeoulve

AN EXPEDITED ACT 1o:
t1) nerease the number of Tocal businesses awanded County contracts:
(2} cstablizl a Faowcal Business Preference Frogmam lor certain Coumhy contracts; and
(3} penerally amvend the law povering County procurcment,

By wildling
Mantgomery Coenty Code
Chapler 118, Cordragts and Prioe eremiont
Atticle XX1 Local Preference Progran
Sections 11B-92, L1B-23, 11B-%4. 1 IRGS, 1 1B-46, TTR-G7, and | IR-0F

Baoldface Flewding or dyfired rern

nekerhirn Aclilaref e ifigense dow e ovpena Bil
[Single boldface brackels] Dldesiveed from axisting aw by inigined Wil
mﬂm Akl f.'}- i el ey
[ICouble boldface backeis]] Lhefeted from cdsiing favwe ar e il D amenifmear
e fvitimgr fwedenaaffecnedd hy bl

fhe Connty Couned! for Monigrmens County, Maryiand approves the following dee:
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I Sec, 1. Nections 118-92, 1113-93, 11B-94, 118-95, 11B-94, 11B-97. and
2 1198 are added as follows:

3 ARTICLE XXI. Locpl Business Preference Program,
¢ 11B-0F Iurpose.
5 This Anticle i» inended 10 bolster the County’s econamic growth and support the

6 crcation and relention of enployment gpportunities within the Coutlke by establishing a
7 len percent (1%} preference for the award of a County contract to @ County-hased

¥ husineds,
2  115-93. Definldons.,

B In this Article, the following words have the meanings indicaled.

11 Hroker means a person that provides goods or scrdces fother than real esfale,
1z Inyesiment, of isurance sales) oo a pass-throueh basis as:

13 fa} a2 supplier of mopds who,

14 {l]  does pol pwn, operate, or mainlain g place of business m which
15 400ds of the gengral character required under the cantract are kept in
14 stock it the repular course of business:

17 2y does not regularly assume physical custody or pogsession of goody
13 of comparable charavier 10 (hose offered 1o the County: or

L9 (3} exclusively acts as @ middleman in 1he salg of goods tu the County:
™) ur

2 {by @ supplicr of serviess who dows not regplarly maintain the capability,
22 sapacity, (raiping. cxperience, and applicable rerulatore ligensing to
213 dircetly perform the poncipal (gsks of o contragt with the County and musi
24 provige the principal tagks through a subcontract with g third party.

25 Directir: means the Dhrecior of the OHfiee of Procurement or the Diregtor's
26 desugne.

27 Lecal fhiswess means a business, other than g broker, that:

2R {a)  has ils principa] place of business in the County:

24 (bl  meets criteria established by method 2 regulations: and

&
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15 cerlified by the Direclor a5 a Local Busingss under the provisions of this
Anticle,

L1B-94. Applicability.

This Article applies 1o all procurement purchases soligited under Sconions | ] 3-9

ar ] 11 ] 4,
1 1B-25. Procedures.

{al

Liigibitity. To be eligible for local business preference poinis, a buziness
st allim and provide suppening decumentation o the Director o show

it 15 z local husiness as defined in Sectivn 11B-43. The Dirsctor may

IE

investigate aod vedfy the information provided on the applicalion, as

necessary, and myst cedify a business a5 a loeal business for the putpcEes
of this Article,

Cerpficative. Mieference points must be applicd only (0 A business:
(1] ihar hgs a valid local Dusiness centification when the busines:

"

slbinits 4 bid or propesal; oc

(I} who hay ppplied for local business centification before the time t

subimit a bid or propogal has passed.
Netice. The Dirgclor moust publicly notify businesses of PIOspeCTive

procurcment opporiugitics.

Comperitfve sealed bidv,  The Director must adiust the bid of a Local

Business who submits g bid in respotse (0 an Invitation for Bid issued

unger Section 11B-9:

(1] by reducing the bid prcsts] by a factor of W%, for the purposes of
tvalugtion gnd award only; or

(2} if a Local Business i3 ehgible for a reciprocal preforence pursuant (o
Section HB-9({), the bid of the Local Business musi be adjusted by

that recipracal preference if it exceeds the 10% preference Bactor,

@ Lawt b 1025 confracts - local Buumiess preleneroe-n: 2 duo
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Tl Local Buginess preference puints guthorized under rhis Arlicle must
net be compined with reciproeal preference pomts authorized under Seclion
11B-9{{

(e Competitive seafed propesads. The Director must nclude an evaluation

factor awarding additional points for a proposal from a Local Business
worth 1%, of the wial available poiots in 2 Reguest for Propogals issued
under Section ] LB-110.

i} Wafver. The Dweclor may waive 2 bid or propasal preference under thiz

accugn in a solicitation il 1he Director finds that a preference would resull

in the loss to the Counly of Federal or Stale Fumds.

11B-26. Repulations.
The Executrve must adopt regulations, by Melhod 2, to implement this Adicle.

be regulations must include;
Certification regquircnowents for a business (o qualify ax a Local Business;

{a)
(bl Procedures (o gerify, re-certify. gr decertify a Local Business; and
L&)

LT

Procedyres thal will cnable (e Director 1o monitor coitipliance with the

Logal Business M'eeference Program,
1B-97. Hopuorts.

Bw October 317 of cach year, the Director i report to the Council gn the Local

Business Preference Mrogram, This repor must include the number, selicitation type and

dellar mneunt of contracts that were awarded pursuant tg the Progrm.
L1B-9§. Penaity.
(3] A person mMust not:
1) fraudulenety ohtain or refain, altenpt w oblain or refailn, or gid
another person i fraudylently obtawing or retaining, or Atlempting

to obtain or rewin. cenification as 8 Local Busioess:

——— S . =S

2y willfullv make a false staloment 1o @ County pfficial or employec for

the purpose of influencing the certification of an entity as a Local
Eustness; or

q-.
Olfuan‘h IR TE25 o draces, - Lntal busarecs, pralafancotn-bil ¥ s
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(2t frawdulently obtain, siempt w obtain, or aid another person in

lraudulent]y pbtaining. or allernpting o obtain, pubbc monics (o
which the person s oot entitled under this Article,

(b} A violation of this Amicie:
(1) 1s 3 ciass A violation, and
{2} may disqualify (he violator from doing business with the County for
up to 2 years,
Sec. 2. Expedited Effective Date
The Council declares that this legislation 1= nccessary for the inwnediate
protection of the public imterest. This Act takes cffect on Tanuary 1, 2020 and must
apply 10 a solicitation issued under Section 11B-9 or Section 11B-10 on or after January

1, 2.

Approved.

Sulneey Katz, President, Conmnty Coundl Date
Approved:

bare Cleech, Couonly Txoecutive B ET

Fhis i a2 correcy copy of Councif godion,

Mary Annc Paradisa, Acting Cleck of the O ownil Diate

@I:M-\-’mh-?gﬂ& o cds - oo beyness prebgencatebil 2 ooo



LEGISLATIVE REQLEST REPORT

xpedited Tall 25- 19

Comtracis amd Procerement — Loval business Preforenese Frogram - Eseablivhed

DESCRIPTION:

PROBLEM:

L0ALN AN
OBIECTIVES:

COORDMNATLON:

FISCAL IMPALT:

ECOMNOMIC
MPACT:
EVALLUATION:

EXIERIENTCE
ELSEWHEHI::

SOLRCE OF
INFORMATIOMN:

APFLICATION
WITHIN

MUNICLFALITIES:

FEMALTIEN:

The Bill would amend Chapier 118 of the Counry Code by esiablishing a
local business preferenee pragram for all procurcment purchases solicited
wnder Secrions 1LB-9 and | 1B-10.

Lacal busingsses are ofien al a disadvantapge when competing tor
County procyremen conirasts duc e Lthe cost vl eperating 3 business in
the County. This Thil secks 1o affscl some of that cost.

‘The Bill will cstablish a ton percem [ 10749) preference for
Counly-based busincsses.

O¥fee of Pragurement and Office of the County Atuomesy

Mlay impact conteact awanl values

Could hove o positive coonoimic cftecl oh the growth in local businesaes
by means of County contract awards and ioercase emplovment aml
mcemes for both [ocal businesses and their emplavess.

To be requesncd.

Lawal preference programs fave been cnacred in Prinee Goorge's
Cowunty and Howand Coonty

Office of Provurement

MaA

Clasy A vaolarion: Debarment

Il AW TSRS § el - Ll Barsinga Freivcnes [ % T



Fizcal [mpact Staceo et
Bill XX-19 - Contracts and Procurrment — Local Dusiness Preference Program

L. Legislative Summary

Ihe purpose of thiz legisletion is lo mersese the participation of local busipesses in the Canney
procireiienl process hy esisblishing 8 Local Buginess Freference Program for cortsin County
procurement cantracts, The lepslation adds Sections ] IB-%2 through 98 to the County Code.

Seclion 11895 provides that, “[d) The Qe of Procurement must ecust the hid of o Local Bueiness
whe: ubonils & bid 1o response o an Iovilation for Bid issued under Sectien t1B-9 by reducing the Tid
price(s} by & focter of | (%%, for the purposes of evaluation und awsrd only, And (=) the Office of
Procurement mud include on evaleation faclor with a value of 16% of (e 1oial availshle painks io =
Request for Froposats isseed under Sccion 11B-10, awarding sdditional pormts for 2 peoposal from e
Lacal Busmess.”

L Anertimate of chavges ju Cannty revenust and cxpeaditures regurtiess of whether 1he revennes
or expendliures ure asmumed 1a the recommended or approved budpet, Inclades sooree of
toformutlon, assumpptiem, aod methodologies uped,

The Corunty's Lotal procuraments are curentby walued at approximatsly $1.0 hi lion Using data on

Invitatlon for Bids [[FBe) provided from the Offiec of Procwrement, the tolbnwing eble sumemarizes 1he
fiscul impact 10 the Caunly if thiy preference wes in place for the lagt two Fscal years.

Flacal | Nowber of Low Numiber of Locel Low | [ocrewse B Loeal Low Bidder

Yor | Bdden . e L Helemed

2015 a5 L3 3655 340 '
LE g B '3 i iyt _

Ofthe 31.0 Billion in annual procurements, the selection of the Llocal Jow bidder wauld bave reanlsed in
an wnerease of approalmulely 5655 340 in FY 1B and $58,9492 in By 9.

3. Revewue woil expendliure ecibmste: covering ot lenst the next 6 Gscal years,

bt is ditficeleto woject expenditure estimates for (he neat 6 Gscal years ot the value of bids varies from
cach fiscal year.

4. Ansciuarial nxalysis throwgh the colire amertization period for cach bil] that wonld affect refires
PERHOT OF gronp insurance cokls,

Mot applicable

3. Ao estimate of expenditures related 10 County's information techunlogy (1T} syaleny, eluding
Enterprine Resourte Plaaniog (ERP) syatena,

N applicahle,



8. Later artions that may affert fulore revenoe and cxpendimres if the bill sathorizes Groure
spending.
Mot applicable.

7 An estimate of the staff time needed to implemetit the bI.

Aa cxisting Iocal Small Dusiness Prograr Manager (“Program Manager't wall absoh the staff 1ime o
implement a0d adminisler this peogram,

3. Am mxplspation of bow the additon of new staiT respontiblities woutd sfect other dutica.
The Program Manager wil] absorh e wlded responzibilities.

9. An cniimate of cost Whin an additional appropriation in needed,
Mot epplicable,

10. A descrigtion oF ady varizble that eonild affect reveonoe and cont cilimares.

The imention of the Bill is 10 inereass the perticipetion of bcal huainegses in the Counly prxaurement
process. Thig ingréused competition in turh iy bring cost savings (o the County Or in other soomarios, if
1l 1ocal business thed is given prefarence points wins the contract, thee may be a1 inérense in Qe conbrec
award values,

11. Ranges of revepne or expenditores 1ha are uncertstn or difficult o project.

The range of cast iirenses or coat savings are difficwlt 1o praject, 17 3 local Jow bidder 15 selected under
the local prefirence progrm, there may be a cost increase (25 wold bave been (72 case 0 FY L4 and
FY 19} of & casl savings [if il riggers increased compeatitinn fr Counly contracts ar CTLOLCAPES Bt
lecal venders Lo be mare apgrezsive with their pricing}.

1. Ha )l is likely bt have no flacal impact, why thar is the case,
The hill sy result 1o cost savings or cosl increases 1 coutract award values as slaned above.

1}, Crher Mxal iiopacis vr commenin.
Mat applicable.

14. The lolowing contributed to and concanred with chly spahysis:
Avinash (3. 8Letly, Offce of Procurement
Crrace Denoo, CATice of Procurenen
Janz Mukira, CZfice of Management and Budgsl
Wacemn Mia, Cilzue of Management a0d Bud o

iy dntons— /.7

Richerd 5. Madalede, Director Date
DMt of Management and Budget



Ewmbomic Impaet Statensenc
Expediled Bill #%-19, Contracis and Procoremesi —
Local Bndnewe Prefertnce Program

Batkground:

The paepost of this legialaticn is to increase the participation of local Businesgey in the
County procurement process by establishing 2 Looal Business Preferense Program for
ceriain County procurement conpety, The lagislation adds Sections 118-92 through 98
tor the County Code, Section ] 1B-5% statcs that for IFBs, “1d) The Office of Prooumement
st adfnat the tid of & Local Business whe submits 8 bid in respense to an vitatian fid
Bid issued wader Secticn 118-9 by reducing (he bid priceds) by a factor of 1084, for
purposes of evalustion and award caly, and (¢) the Office of Procurmment mest inchuge
an cvaluation factor with o value of 1024 of the total pvpileble poinis in 8 requesl for
pripsals issued under Section M1B-14, awarding additfonal peints for & propesal from a
Local Business”,

1.

L

Tt anurees of mformatian, asswmptions, and methodologies used.

The saurnce el information is the Offive of Procurement. Ther: are oo assumptons or
mcthodologies used by the Depariment of Finance in the praparation of the ecatomic
irnpac slabemeat,

According w0 the Dffice of Provirement, the woal of tae Bl s to provide incentives
for loca] cootractors te bid om Mentgumery County povermment contmts by reducing
the bid prices by a factor of 10% for locel contractors thentby mirimising the contraer
price differentinl for [FRs; or by giving mm evaluation Beter with & value of 109 of
the total avaitable poinis for R FPs,

A deseription of any varizble that could afect the economle imypnrt estimates,
The vacizbles that could affect the coonomic impact estimates arc the momber of
businesses that would benefit by reducing the contract price ar eve luation pairits
differential

The Bil's pasative or gegative effect, if any on empleymeo, 1pending, savings,
investment, incomes, and propenty valae ic the County.

The legislation could have a posvive scanomuce eftect an the growih in lucel
huginesses by mears of Caonty contract awards, and increase emgloyment and
icomes for bedh bocal Yusinesses and their smnployess. The legisiation may Also
atract moee busincascs tor move 10 the County and sct up their principal place pf
business in Mantgomery County.

If  Billl is likely 10 beve oo seonomie inpnct, why is that the cage?

The legislatlon cauld have an economic impact. Please ez paragreph 3.

Page 1 of 2



Fronomic Impaci Sistewsent
Expedited BIN #4219, Contracts and Procarement —
Loca! Bwmriness Pixfercenes Frogram
5. The following comiribnicd to or concurred with this anadysis:

Devid Plan and Rob Hagedoam, Finanoe;
{irace Denng, Office of PFrocurement,

L™

it [ rtgn— e 2/t
Michaal Cpleyou, #oting Direcior .j:'tﬂi
Depariment of Finanee

.‘f..rr

Prge & of 2



Man: Elrch - Marm: P, 1anzan
Connty E - OFFICE OF THE COUNTY ATTOENEY Conmty Asiorney

MEMORANDLUM

Ty, Avinach G, Sheity
Director, Office of Procurement

———

FROM: Mepan B %
Associgte C ATOMmEy

VIA: Edward B. Lattrer 25
Chief, Division of Qavernmeni Operations
Office of the County Atlorney
DATE: Oclober 3, 2019
RE: AMENLDED - [ssue Manager Memo ~ Expedited Bill 25-19- Coniracts and

Procurernent — Local Business Preference Poogram - Established

am

Expedited Bill 25-1% — Conmacts and Procurement — Local Business Preferonce Program,
was introduced 1o the County Council on September 17, 2019, at the request of the County
[xexsutive. At the time of the Bill's intreduction. ne modifications wems proposed. A public heartng
ot1 the Ball s scheduled for Ociober 15, 2010,

When the County Conncil undertook consideration of legislation v sstahlizh the Local
Buminess Subconiracing Mrogrm in 2004, this Office conducted sn in-depth analysis of the legal
landscape tegarling government purchasing prefenenee programs. See OCA Momorandun
{prmions daied Scptember 8, 204, Septomber 29, 2004, and Apnl 7, 2005, attached hereto. In
shart, it is our opinion that the legislative record estublighing such a prograin musl; {1) idennfy a
signiticant govermmental purpose justifying the implementajon of a local preference; and (23
dernonstrate that the means proposed o achieve the significant purpose sre closely related to
achieving that end.

With thosc words of caulion, we note that local business preference programs fave been
estahlished i roany junisdictions, incloding Washington, [:.C, Privce CGeange’s County, Maryland,
Bostony, MA, Cleveland, OH, and Madison, W1, io name g few. The specific details of the programs
often vary from one jurisdiction 10 enother, and few have been subjected 19 logal scnminy. The
coustitutionality of one such program was chalknged in LF. Shea Co, v. Chicago, ¥%2 F.2d 745
(7th Cir. 1993}, Al issoe was 8 City of Chicapo erdinance providing s bid advantage of 4 10 &
percenl ke local businessey for sl contracts exceeding $100.006 in vahie. Municipal Code of

107 Motteest Street, 3™ Flooy, Rockvifle, Maryland 20855 2540
£240% PTIETON » TN (2400 T77-1845 » FAX £040) 77756705



Avinash G, Shetty
October 3, 2019
Pagc 2

Chicago §2-92-412. The 7 Circwit upheld the propram, relying on the market participan
exception to the Commerce Clouse. Please note, however, thal the legality of » local preferonce
program under Marylend law has not been chellenged in eourt,

In conclusion, it is our recormendation that the lggislative record for Cxpedited Bull 25-
19 clearly idemtify » significant povernmental purpose to be setved by the legisiation god caplain
hew the proposed program is closely related 1o that significant purposc,

v Mar: Hansen
Rabert Doumumer
Dale Tibbwetls
Tammy Sevmour
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" UFFICE OF THECOUNTY ATTORNEY ™~ — "~
Dougles b, Dupean Charles W. Thompsoa, Ji-
Cowunty Executive "Cwn Attorney
MEMORANDUM
September 8, 2004

T Jaseph Beach
Assistanl Chief Administrative 0car

VIA:  Mar Hanseq, Clisf /] 94
Creeeral Counzel Divising

FROM: Clifford L. Royalty - eti.
Assucimtzﬂnuﬂy'&tbxney

RE: Fili 23-04, Cameracty cmd Pracirament - Local Simalf Business Reverve Frogram

The Bill wauld mmwmmm.‘-mammm"mmﬁnm
parchases “valucd at 51,000 14 $25 000." (Sec § 1EB-1TA; lincs 3-5), The Bill woul alza
areake 2 "Local Smatl Businegs Reserve Frogram ("Pregram™) vhereby each Counaty depariment
would aliof 1o “smal] businesees™ | 0% of the ™combs tatal dallar valuc" of the depnrtment's
contrects, (See § | IB-66, lincs %0-74). hwhumu"hd:ﬁmdmimﬂde“amimhy
awred husiness as defined in § llB-ﬁE{a]“ﬂrihuﬂmmthalmﬁm;lﬂm}anwitﬁrh, including
a requirement thar “[a]e Iuatjﬂﬁ"ﬂfabuﬂnm'mphm“wtinlhccuw,"'mmEIIB-
45, lines 29-64). The Bill isi:tmiadtumnﬁﬁrﬂ:“ﬁqmpﬂdﬁudhu&w“&mlﬂamﬂl
mmmmmm.mwmmmfmmhm;u"mmﬁmmt
hMﬁﬂmﬂMWlwh@ﬁétnﬂnﬁmmmﬁmhﬂﬂn@ for Coanty
COniracts ™ {SuanndwudatndIulyﬂ,mﬂd,&mﬂmﬁlﬂ.Heﬂy!nﬂumty&umﬂ].

Summan; of Opigion

The Jocal preferencs created by the Bifi raises rerious lagal concems. To zespond o
ﬂmwmmmmﬂ&ummhﬁwwﬂhawmﬂﬁmﬂbln
c¥idence, inchuding cxpert analysis, that idemtifies the evily that a local preference is meant o

by the Suprezze Cowtin Rickmond v, J'A. Crosan Co, 488 Uz, 469 (1989),
....... o o i b g a0 71 o
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ot e—

remedy and that demopstrates that e degres of bocal prefirence cmployed bears » eloge relition
to lbe evils ientificg,

. Woalsy rmmncniqﬂmth: d:ﬁmﬁpn;f;ui_ﬂhmlum be amended 1o eliminate the
citerign thal a sgisli hmﬁ:gnmmf a0t be “Hominant” in jis field of operation. {See, § 11B-65,
line: 35). As we discuss below, that criterda il be gl to apply.

huimmmmm.ﬂﬂﬂuhm:mhigﬁﬁm'diﬁmb&qmm:ﬂﬂlmm:
Btate law. {Scc Senate Bill %04} meﬂmhﬂ:ﬂmp:nrmh, All zmyll _
busingssta muy pyriicipats (e the State Peapram, wihtecas ooly “locs]* smal) businesses way avail
themsaivea of the Conaty program, The Bill's proposed Program, with jts bcality exstrictions,
uscesgitates a mivre invoived legal snalyais,

Cummnmﬂhmﬂhﬂlmmmm;mfmhm have not met with siocess
mmmm%muhﬁummms&pﬂmmmﬂhﬂm
commerce. The counts have read (he Clayss w i plicdly limiting the muitthrity of state and Local
Bavemmmicnts & regulate commente, | Hugher ». Olledrama, 441 LS. 322 {1979, The Supreme
Court hey cmphasizad fhat the Elmm.pplinsmsut:mdlmugnwmmmumlymmtﬁeyut
in their cegulaiony capasiry, i@ contradling far goods ol services, e Supeemé Court has
mﬂnmmmulmmﬁm,mummm. Loz Hughes v

Thiz Equal Protseticn Clavse of the 14* Amendment probihits state and local
gnvﬂm:ntsﬁumdmﬁqg i any person “the equel profoction of e laws, The provisiag
enmres that like perzomm will be reated in & §ike manner. By favnriug some vendors mene tha

2

@



... % impact & suspect vlass, it wifl be pubjest

athers, vendnr prefereice laws.creale & stattory classiGieation Lbee! st sepichy tht.'qu.g!__ _
Protection Clane. Insofer a3 2 vendar prefierence law. docs nol jrupinge upon a fundamenta) right
2 pitroual basis reviow, mezning that if a ratiogsl .

purpese ca b articulated in sipport of the Laor iind the daly irtheds it pirpose, the faw will be
upheld. Smith Suiger & Sore, foc. v. Sowh Carnfing Prociceiment Review Fanel, 20F.32 1311
{lﬂij._TTEfnduﬂ:awts{m;hﬂnmaﬁlr&mh{myhndmmﬁ}hwmpmd,unﬁmﬂ.-
lnpdgnvmmem;sdm‘m'mmumﬁh bocal busincsses or allaviate tax or ot bungens that

Thlﬁivﬂagumdhuqmﬁﬂuﬁlmuﬁmhimdhhmhlewnﬂhﬂﬂniud%
Coustitution presents 4 mare formidabls lenprdiment t vendor preference laws. The Priviicges
and bnovnities Clages entifles “[the Citizens of ench State 1 pll Privileges and Imyymities of
Citizer in fhe severa] States™ Its parpasc is bo “Iuster 2 natimal wion by discouwraging
diserimination against eesidents of anather state an the kasis of {theis statc] citzenship® Safem
Elue Collar Workers Association v, Ralem, 33 .34 265, 267 {E934). The Clause pootects
“fundamaptal inttzcats that promate “inferetase harmony." Unived Ballding & Construetion
Trodes Cauncil v..Mayor ind Counci! of Camden, 465 US. 208 (1984) {imems] ¢itations
omitled). That peetaction sxtands to the acty of Joaal goverurtols, The Suprome Col 5o held
in United Huilding & Contruction Trades Cowsi v Mayor and Council of Camdan, & cas: that
is particulasly peitinent to our review-of the Bitl.

' mwn.:mm:iplﬁ&mhdmmdimmmuiﬂug“ﬂm&nfMumﬂgmaf
conlraclars and subeoalractory working oo city canyiowction pojects be Camitlen resldeam ™ fd
at 3|, Thnﬂupmeﬂmﬂwuuunduponmdaqwhhdhum“mtﬂfm:mﬁui'sm
in employment-on public works contractz” in Camden was prowoted by the Clause, [ 21219,
The Court fongd. thitit was. The “purmuit of # comman calling is ane of the most findanentl af
those privileges protected by the Ciause.™ o And, insofis 2z the Castiden ordinancs infringed
upon & nocresident’s shilley 10 stk amployment with g private contmmator, wion one warking on g
puuhmjmﬂmmmumqﬁﬂﬁnmmnfﬂzmﬂhmm
fmmunities Clauze. But the Court aiso fomnd that the Clawe “is ot absolute” end_ tags, that
dhmimhnﬂmmﬁmmamuﬁnhau;ﬁeld if there iz 0 “gubetantial resson™ for ji. ff at
222 “The inquiry in cach case mast be concerped with whether such [smlxstantiaT] reasons do
ﬂiﬂmd“tﬂhqﬂwﬁ&gmnafdimﬁmimﬂunbmanduurﬂlﬂmmthﬁn?’ & (intemoal
citMions omistad), Thﬂnurtmhhllﬁ:mmﬂhﬂﬂm:mmta“dmidn...mﬂﬁ
Lest methed for making the tieoeseary fndings.” 14 at 223.7 By so doing, the Cotire implicd ihay

! The City of Canlen casteried that the ordigance was “necersary to counteract goave
ceonomic and pogial ills . r including *Js]piraling uneroployioest, a shasp decline in
pupuhtiqn,ahdadmuﬁcmduﬁinninﬂmnmnhuufhminuﬂshutﬁdinﬂw dity . _.." L at
prry

3



it may nat be giving the usual deferanco [o Jegislaive rationale that is aforded under e raliong!
bamis g3l

—‘*ﬁmmxmmurmmﬁﬁmmmtrﬂmwmﬁm

/

pmtnu:liuml.lm-u:lt 24 tha! are nol contained in ihe 14* Atmoptment See Attarmey Geteral of

Marlard v, Waldron, 109 pd 683, 426 A 24 929(1981). Thus foders! decisions vpholding
vondar prefetensn lans undar the 1 4% Ammimam_:m Paruasive, b oot coubrdlling, autharity.

Undike the federa] cowty, the Misylgnd courts peye ol bl oooaaion 10 squersly adereq

iy of vendor preference I, Theé closest baryland cascs involve locad egulations Hhae
mwmﬁgﬂpﬂmnrmﬂﬁn:mﬂtmm=mmdm
nsml#mrug'uhlur,ﬂm:ﬂhmmljkﬂp;rﬁcim See Franke! v. Board of Repents of the
University of Morylomd Sweiem, 351 Md 295, T61 A 24 124 {2000; Perziv. Boittmors Corty,
333M4ll.ﬁﬂih;1d95?{lﬂﬂ];.ﬂﬂm¢.t Thresior, ﬂrpmmmq.ﬁ:h:mpuﬂ: By Affairs,

Federl cgurts undor the Privileges and Immucitics Clayge, See Fertd v Boliimors Coumty, 113
Mid 411,635 A.2d 67 (1994). The Maryland couty e not likely to mnmarily approve 2

bave lowbored & Long-stmfing sntipaihry toward discriminataty local laws. See, oz, Bractsios v,
Lanigrd, 73 Md. 422, 71 A. 66 (1891); Havre de Grorc v. Jobson, 13 M. 601123 4 &
{1923k Daschv. Jackson, 170 M. 251, 183 A. 534 (193¢).



Conclution

TRy, she. exiating Legislative. rmoptd does potpeesisely gofins the Scope of fhe
problem that the Blil'y Jocal peefierciice is teait o adifress & substantia date G cxislence of that
problem. In oidor to sisuce fhat the-BY sirvives ¢ chalfenge: in the cours, wo rovommend that
the tegisTative record be supplementsd with iifoimation, date, findings, expert analysis, or the
like, that ideatifies the sociaf end ecandmic evils tha the Local preforeace & weant to remedy and
that desiribes bow the Program. will recady tiwosa evils. The record zhould iss show that the
Fmgramdmsmlmmmﬂyhﬂm&mwhudnmthmﬁl from it Withour that

supplementation of the recard, the Bill's lewal fate 1= precarions.

In addirion to the aced far supporting dats, e BEll is i need of s minoz olarifyihg
rmendmen), The BIl! provides thata siall busnwess mist he ned be “dominant in its feld of
opeation " (Soc fine 35), Lackiog a &ﬁmﬂfwm*wmmwm
at daaiinance: cim be adjudgnd,, the provision will ba diffieilt & implemenl. And we queitian
whether this coitecion is noedad; it sosma umTikely that 2 small busitess will be “domvinant in jis
field ofoperation ™ ‘Therefore, we recomimcnd thaf this eritedon be strrken .

' Iullf,mmdmiundlfnﬁﬂcplmm.mhlwmhﬂmihm:puhnﬁulmﬁ;a
implication af the Biil; W are swwre that Virginia and Pennayivania have adopind laws tist
-mhnrimuxeimpmitiunnf:p:mltfanahminnnmﬁngsguwmmtmmifﬁh:hmin:ﬂ
is Jocatodd in & jurisdictiot, that awands & preferrings 0 Joca] busihesscs, ? In eompeting for -
FOrVernmaht coatrants Eum‘iﬁr;i:lhand?ﬂm}rlwujn,&urw businasces may b disadvaniaged
by such Laws, even if th Eamtyhﬁnm_mhnum#ﬂ,bemﬁund{wmﬂdmﬂm:ﬁljﬁmﬂm
{County’s propasad Program. Pasﬂg:-urunﬂm,uiﬂzﬂulmdmﬁfﬂurxpmm{_upm
mi,ghihvehmmmdndaﬁ&lufdiumﬁnghmmﬁmihmingm:mmm@.

Emuhawmqwﬁumnrmmg:mmgw-mmmﬁan&ﬂlﬁmh
coftact us

oL Charles W, Thempson, Jr, County Atamey
Edward Stockdals, Office of Proourenien

Im‘fﬂ.l.[-‘_ﬂh_uuu & Dpimsiere Ay £ LTvnl 302 -84 syl

" The State of Marytand kas enaciod a Himlar law. Sea Md Ana. Code art. 34, £ 8-102
{(2003),
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OFFICE OF THE COUNTY ATTORNEY

Durpglna M. Chincan Charnies W. Thompaon, I
Courly Exarutive Couty Anornry

MEMORANDLM
Septomber 29, 2004

TU:  Jossph Beach,
Azsisiant Chiel Ardmingstrative Ofiser

Vi Mt Hansen AYfare Hawateno
Givision of Ge Cartirisal

From: Vickie I Gani l ] L"-"BL
Associate Coomby At ney

RE:  Bill Mo 23-04: Local Small Busioess Reserve Program - Supplemental Analysia'

Foderal repulntions gensrally probibit the County from iniplesmenting & procaremepl
-unde ths proposed ocal Small Bosipess Reterve Program if the piocimament is Rmded by
fodera] gramt maney. There are ot leoat 29 federal reyulations (all of which CONCEN) PIOGUICRWL
sod conrain identical Iugtmg:}pmhih&hghndmmmmmwﬁmﬁmmmmmw
proforences. A ligting of these 29 federal rmgulatons is atached and marked as Attacbmeant 1.
Al of thaee mgulations s&1 oul e procurcment requicements €or graades and subprantees of
federal grant programs. These requirements comain the following preriinen) fangusge-

Grawiees and gubgrantesr will conduce procuremens in o maaner (o
prohibits the wre of siatdorily or adwininsatively imposed in-Statz or ocal
geographical preferences in the evalvation of hids ov propusals, ereepy n
thare caces where applicabis Federai rtakdes expresaly mandate or ercourige
ERIETAphIc preference. Narhing in this section preempis State {icensing Laws.
Whan contracting for architeciural mugd engineering (A/E) services, geagrapkic
lacarlon may be o selection oriteria provided that it appiieatiny leavea on
appropricte number gf qunf}ii:d Jirtns, given the nature cnd size of the projecy,
i compele for the controcy

" This adrice should e considered k3 mpplomentary t o carlior analysis oF Bill 27-04 dated Sopeaber 4, K12

* Sou, fot extemple_ 24 CFR 35, 16(cK2). A 4y plthin UL regubackun, = Admindptrt|ve Roquinsmanty
for Cirmnts wad Cooperulive Agroements b Stals, Locad and Fadegylly Recoghined Indiag Tribal
Cavesmrmonty, Sobpart C — Pot-Award Reagpirinenis Chabges, Property, wid Sshiwanks i3 akached
o 1 ; ; Tt t

-

T WGmror Sheel, Fobviis, Myl HA30-2H0 T H0-TTT4 TN T 240-F77- 254 5-Fae 8O- TTT-6703



Mem b Tosaph Peget
RE: Bill Ny, 2344

Septombor 29, 2004

Fage Tun

Accordingly, if the Cotneil cnacis 2 local praference yider Bl 21-M, the
bill's current provision, or somethlog simila, requiting that the valne of coutoarys
mmmmmsmm@m whid:.mnﬂia:twithﬂmpmviﬁﬂnpf
Bill 23-04 b exclucded Bom the dollag value of procurements Uevdertaken by cach
esitig depariment, should be retainad,

If pou woudd dike ta descuss this mariar further, plaass Fecl e to call me at x76716,

Attachmenta

ci:  Sonya Healy, Legintative Aoy
Jorry Pasiernsg Special Assistani 4o tbe Coupry Exéculive
Clifford Rayany, Agsocizis County Alrorey
Beawica Yignor, Dipoctor, Office of Frocurement

101 M Samet, Kk, Sbinitant 30850 254075040 777 516110 OTH-Z45 - Faa 7017 6705
Yizkie. pwMBmonippenerymouniymd,goy



OFFICE OF THE COUNTY ATTORNEY

Bouglas M. Duncan Chirles W Fhompson, Jr.
Coundy Expoutive Couniy A2grmey
MEMORANDUM
T Thomas Perez, Pregidant
Monigomery Colnty Council
FROM: hare P, Hansen, Chief
Divigion of General Coumsel
Clifford L. Royatty
Associale County Atlnmey
DATE: April 7, 2005
RE: Bill 2344, Conwacty und Procuremeyit-Local Small Business Reserve Proeram

The full council has conducted two work scssions on Bill 23-04. Out of hese sessions
three legal issues hyve arizen.

l. Professar Ragldn, wn & letrer dated March 21, 200k5, advizexl the Cooncil that pur
legal snalysiz of B 23-04 was unduly pessindatic. The Council wdked for ouwr TCEPONSE [
Frofeszor Raskin's advice,

We carlinisc to believe that the legislative record for Bill 23-04 should be supplemenied
in arder to identify a significanl govemmental purpose Justifying the invplememtation of 2 local
preference, and 10 support that the legislalive means se'ected 1o accomeplish this significant
purpase arc closely related to achieving that end. We appreciate Professor Raskin's dgresment
that 4 swrenipthened legislatve record woauld “thicken the bill*s constitutions] atmor® See Ruskin

feiter. p. I, But we alse believe that Profossor Raskin’s lack of Maryland cxperience led him o



Memoranduont — Bilj 23-04

April 7, 2005

Page2

expriss unduly optirniatic views about the likelihood of the Marylund Court of Appeals rejecting
loog beld precedent in order 1o susiain a local preference.

2, The Virginia General Assembly enucted House Bill 2151 while the Counci]
considered Bill 23-04. Bill 2151 provides in relevani part;

Whenever the lowest reaponsive and responsible bidder 15 a
resident of any other state, and such stute woder ite laws allows g
regident cantractor of (hat stale a pereentage preference, a like
prefercnee shall be allowed to the lowest responsive and
responsible bidder wha 1a & restdent of Virginia and is the nexy
lowest bidder, [fthe lowest bidder is a resident contrecior of a
skale with an abisalute preference, the bid shall not be considered.
(=mphasis added),
Moting the phrase “and such state under its laws allows u ., [lecal | prefercnce”,
the Council hes soughi our adhvice as to whether the enactmeant of Bdl 23-04
would cayses this Virginia slanne to be applicd 1o businesses from Magl Bamcry
County, a politeal subdivision of a state. We conclude that 1 is more likely than
not thal the Virginis Aromey General, if faced with a challenge made by 2
WVirginia business w a proposed contract award 1o a Bontgomery County
business, iz likely 1o advise that Houwse Bill 2151 precludes a contract sward 1o the
Montpomery County business.

3 Councilmember Silverman bas asked about the meaning of
"prineipal place of business™ {ree lines 46-47 af Hi)) 23-04), ooe of the critenia for
determining whether a local business qualifes for the proposed small business sct
aside program. We have brosdened Councilmember Sjlverman’s oWuiry to
conrutienl un al] of the propased criteria for identifiing local businesses. We

conclude that the criteria proposad for detining a local business will be di fFiculi 1o

implement. We recormmend that, if the Council restores the logal prefe reruos
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provizions la Ril] 23-04, it provide & general definition for a local business, and
require the Executive Branch 1o develop reguiations to flesh oyt this general
definition.

Reply to Profeasor Raskin

Professar Raskin bas taken issue with our conciusion that, without further
supplementation of the: legislative record, the “logal fate” ol Bill 23-04 “is precarions.”
Professor Raskin charges us with “a misreading of legal precedent” and with amriving at g
canclusion that is “unduly pessimustic™. See Raskin leirer, p §. The fummer charge (s refuted by
an examination of the 1elevani case law; the latter charge, based on aur recent experience hefore
the Court of Appeals, is without meril.

Professor Raskin does nol substantially 4iffer with our analysis of the applicabls federal
law. As you wili recall, in our Memorandun opimon, we discussed the imiplications of the
Supreme Cowt's decision tn Dnited Building and Comstruction Trades Cowncil v. Ma por g
Cownedl of Cameden, 465 1.5, 208 {1984}, In the Comden case, the Supremne Couw addresssd the
constitutionality of & mugicipal ordinunce that required “44% nf the employecs of conmactors
and subcontractyrs working on City construction projects to be Camden revidents™ A, at 216,
The Supreme: Court found Lhat an “gul-of-stale resident™s interest in employment on pubslic
works contracte” was protected by the Privileges and Tmmunities Clause of Article IV of the
United States Constituticn. fd, at 219, The Couont ruled that a hocal preference, 5t least in so far
as it includes & residency requirement, st be supported by s “vubstantial reason,” £, at 272

We pointed oul in our Memnorandum it the residency requitement, as addressed io
Camden, is distinguishable fram the work place tequremnent contgined o the Bill, bui thal a
Cnurt might agply the Privilepes and mmunities Clause to the work place requirement

Professor Raskin seems to discount that possibility, althouph he provides no legal support for
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doing so. The hreacth of nights protected by the Privileges and Immunitics Clause i3 more
expansive then Professor Raskin seems 10 recogmize. The purpase ol the Clause is to foster &
natiota] umion by discouraging discriminalion against residents of angther state on the besia of
stale citizenship; one of the fundamental rights sheltered by the Clause®s wmibrella is the TSIt
al'a commedt ea]ling, withowt regard to the stete from which the individual haila. [t fight af the
policy goals of the Privileges and Immunities Clause, we continge 10 believe that there is 4
stromng possibnlity that the foderal courtz would eonstrue § work plice requirement 4s a functional
equivalent of a residency requirement.  Buth impede, un the basis of politics] or jurisdictinnal
agsociation, the ability of an individus] o pursue g livelihagd, potantially tuming our nation into
% Balkanized associstion of competing prinvipalities.

Therefore, our concem is well-founded. Howcver, we upparcitly agree with Professor
Raskin that, with u betigr record identifiing substantia] problems thut would be rectified bya
locel preference, Bill 23-04 would be sustzinahle under & Privileges and lmmunities Cause
challenpe.

Wi reject Professor Raskin's reliance on the purponied “gentle bite” of the Bill's {194 st
asnde. You will rocall that Professer Raskin expressed the view that the Bill’s set aside is
defensible becouse, at 1094, it is smaller than the set aside a1 j95ue in Camden. Professor Ruskin
shales thal, with respect to “minonty business contracts se asides™ the Supreme Court has “paid
vlose attenttion to the actual sber of preferences, upholdiog small ones. .. while nvalidaling large
anes as il gverly blunt instrument.” See Ravkgn fofter F. 3. In sapport of that proposition,
Frofessor Raskin cotpares Rivhmond v, Crugom, 488 115, 469 { [989), in which the Supreme
Colut struck down 5 30% minority businesa prefarence, with Fullilowe v, Kiurzmick, 448 1.5, 448
{1980), n which the Supretne Court upheld & 10% preference. This comnparizon indeed

Professor Raskins entire discussion in this regard, is flawed, Fuffiipee is of dubicus persuasive

()
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value, having been gutted by the Supreme Court in Crosor und Adarand v, Fena, 515118, H¥)
(159953, More impartantly, in Crosen, the Cout did not srike down the mmority business
enterprise participation requirement because of ite size. The Court struck down the prefirence
primarily because il was nat justified by the legivlative record. [Fthe preferencs in € rovan had
becn i %, il would have met the same fale, A “Bite™ dogs not have 1o break the skin o e
unconstitutional, I the loca) preference impinges upon & fundamental right and if the recgrd is
ingufficiemt ta aupport thal impingernent, then the Bill s unconstiubonal, regandless of the
amounl of the sct aside in the Bill.

Az you will recall, we expressed particular misgivings sbour how the Maryland Contrts
would receive Bill 23-04, We rightly cited Maryland cases thal expresaed hostliry o
disemminatory Iocal laws. As evidence of the Maryland Coumrts’ longstanding hostility to such
laws, we cited three Maryland cases, Bradshaw w Lankford, (8 1891 wsc), Havre de (race v
Joknson (& 1923 cage), and Dwurch v Jackson, (a 1936 case). Profeszor Raskin completely
jgnores the modern cases that we cited #td dismisses the older cases ax “antique.”™ Professor
Raskm ncglects 1o menlion that these “antique” eases, and the prmciples for which they stapnd,
have Been cited and relied an by the Maryland Courts in the modem eta, indeed, a3 regemtly as
2003, See Hofidry Universal v, Maonigomery County, 377 W, 305 (2003} Tyma 1. Mantgomary
Caugly, 369 Md_ 4597 (20020 Fronke! v Board of Regene of the Dnfuersing af Marvland Sysrem,
361 Md. 258 (Z000). We cited these “untique” cases hesuuse we recognized thatl the Maryland
Coun’s Jivtrust of diserimingtery local Jaws has bean long standing, although we recognize thal
the Maryland Courts have expressod this hostillty i the context of suses nvelving economic

tegulations. Ferzi v Hultimare Cownee. 333 M, 41 {1994), Considering this case [aw in its

| Thr: vize of the bite hecomes relcvant io the conoexd wf determining 11 G mexns the lagalaire choosss 1w gddess 8
demanatrated probicm. justifying the program is marwhy telored |0 romedinee the proble being talved. In shaa, w
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enbirety, we believe that the Maryland Courls may well subject Bill 23-04 to the same level of
serutiny as the economic regulations addressed in moch of te case law. Cur collective
experience befors Maryland's Appellant Courts buttresaes our concem.

Professor Ruskin dowaplays our concerns, but he does not dispute that barlstering the
legislative record would be prudent. We continue to urge that the legislative record e halstered
n order to tdentify 4 significant reason justifying the cnactment of 3 kocal preferimes and that
demunatrates that the means selected 1o remedy this sigmficant prablem ere closely nelated to
achicving thas emd.

Virglnia Legislation-House Bill 2151

As the Council is aware the Virginia Genern] Assembly has enacted Housc Bill 2151,
which provides in impertinent part,

Whencver the lowesl respons; ve and responsible bidder is a
resident of any other state and such state under its lavws aliows a
resident contractor of thal stute 3 percentage preference, a like
preference shall be allowed to the loweat responsive and
respensible bidder who is a resident of Virginia and is the vext
lowest bidder, If the lowest bidder is a resident conbractor of a
state with an abaolute preference, the M shall not be contidered,

Councilmemnbers have asked f this Virginia stanee oty applies (o a prefownce enacted
by A stale governument and would, therefore, not he triggered by a local prefevence enncted by a
political subdivision like Monlgomery County, W cannor provide 3 eonclusive answer, bt we
helieve thar the Virginia statule would be applied 10 & business from Morigemery County if the
County emacis 4 local preference law.

We begin by notng that the Virginia Supreme Courl determines the mvent of the Gemeral
Assembly bazed an the wonds conteined in the stap;te. Vaughn, Inc. v. Beck, 262 Va 673, 677

(20631 A narrow inlerpretation of the phase “under its [State’s] laws™ cowld lead to the

2VCMLIEH! ey nol adopt & 10% wlwbon to salve 2 1% problen. @
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conclueion that & preference law enacted by Montgomery Counly would not b gger the
retakatory provisions of House Bill 2151,

But there is anothet view, onc advanced by a represeniative of the Office of the Virginia
Attamey General. Aa Assistant Allomey Generel argued to us that o Montgomery County lecs]
preference law would tigger the retaliation provisions of House Bill 215 I, hecause Monigomery
County derives s powers under staie law and, therefore, the provision "under ity [*Stete’s] laws™
waould be salisfied, Cleadly, at thia point, we cannot conclude with cerainty how Vingmnia will
detide Lo implement House Bill 2151. B it scems maore likely than not that, if faced with a
challenge made by a Virginia business 1o a propossd contrat gweard orto g Maontgomery Coynly
business, Virginiz is likely to side with fha Virginia husiness.

Developlng Appropriate Criteria for Fdentifying Local Businestes

IF Coungil elects L restare the loral preference provisians lo Bill 2304, then the Council
should fushion a clesr and workable definitiom of local husincss. Al thie stape, we understend
thut fw: Council is considering requititlg that a local business meet three coiteria,

i The busincss mugt pay persona) property tax to the County for the fscal vear in
whech the business receives a contract award wnder the program and continue b0 pay pérsonal
property taxes for the term of the contract,

Cnmments:

The persenel property tx is imposed on a Sscal yeur basis {July 1 threngh June 30 of the
fullowing yeur). The tax is imposed on property localad in the County s of the preceding
Junary 1 (the Dartc of Finality). Therelore, a business thot locates mxable properly in
Montgomery County, for exemple on April 12, 2005, will not be roquirad to pay tax wmil fie
Tallowing July I*, for example Tuly |, 2006, Ttus, this provision ss cucrently proposed wilt

Provent start-up businessey from qualifinpp for the program, in some cases for mior: than a year.

A
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We also nole that lncating a £iing cabinet in a shared office gctieTules persona) property
tax liabilily and would therefore satisfy the requirements, as qorently drufled.

2 At least 50%; of the Business’ employess naust work in the County,

Comment: This ¢rireria will be difficult tis mplement. For example, does an employoe who
delivers goods on an average of 5 hours per week jo ¥ontgomery County ¢ount as working in
the County? Should a Montgomery County business that adds Lermpirary emplopess for a
Project dutside Montgomery County he removed from the program it the additonal temporary
emplayess teduce the business' tatal empiayees warking in the County below 50847

1. The business must have a principal place of husiness in the County.

Comment: The term “principal™ is onclear in thiz cantext. In the corporate law context,
“principal place of buginess™ meang wherever the corporale charter designales as the principal
place af business. This may not neocssarily have any relarionship to the economic activity that is
drmectly gencrated at the principal placs of business; in fact, another site Mlay Ermertie maore
incote for the busincss than the sitc designated 10 the Corporete charber as the principel place of
business.

On the other hand, principal may mean mors than half, 1 the intent of B3l 23-d iz w0
require thar the business must penerate more than half of ils economic aefvity from sites in the
Cemnty, how wali this achivity be messured?

We recommend that Bill 23-04, ifs ocal preference is to be included, pronide thai u 1gcgl
bitsiness must genemte significant economic eetivity in the County and require the Exeutive

Branch ta develop regulaticns Lo flesh oul (his gcneral criterion.

oo Chagles W. Thompson, Jr.
County Attorney
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Brafrice B. Tignior, Directar
Otlice of Frocurement

Devid Edgerley, Dirgctor
Deparment of Econamic: Develapment

Jeseph Beach, Assistant Chief
Administretive Officer

Jerty Pastemak Spevinl Assistant to
The County Bxecutive

Andrew Thompson
Assistant County Attomey
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TESTIMONY ON BEHALF OF THE COUNTY EXECLTIVE ON BILL 25-] G
LOoCAL BUSINESS PREFERENCE PROGRAM

Ootaber [5, 2009

I am Ash Sherty, Director af the Office of Procurcnieni. 1 am here on behalf of the oLy
Exeoutive ta encourage the Council’s Favarable consideration of Bill 25-19 ta estahlish a preference
pragmm for Montgomery County based businesses.

The purpise of this |egistation is 10 increase the participation of [ocal businesses in the Counry's
procurdnenl process by extablishing a Local Business Preference Program for certain County
procuremend contracki. This Ball i mended o bolster the County’s eoonomic growt: and support the
crestion and retention of employinent opportunities within the County by establishing a ten tsercent
(10%) preference for County-based businesses,

Maontgomety County has a robust. active and responsive business eonbnunity. These businesses
employ local residents, provide good jobs, and maks real contritutsons o the tocal econemy. T s clear
that local busineases will henefit from the new preference propram. The program is widely supported by
lireal vendors, chambers of commnerce, and County restdents, becouse i encourges local businesses Ly
participee in the County's peocurentents. b addition, this preference pragram will provide an economtic
oppotiumily thal every local business can el from noew and in the future. Prinee George's County
and Distriet of Calurnbia buth have Jocal preference programs for their local vendors. This legislation
wiill leviel the playing Field and assist Montgonery Cowity based businesses to gain more County

confraciing opporturitiv:.

This Bill is one of the coany eMorts that the Caonty is making based on feedback from the
Dus iness communiny 10 make improvemetts b procurement programs and provedures, County Execolive
Elrich believes that passage of this Bill will help us better serve aur business community.

SHGCe of racur cinend
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&(€&] Gaithersburg-Germantown
®[® Chamber of Commerce, Inc.

910 Clopper Road, Suite 205N, Gaithersburg, Maryland 20878 (301) 840-1400, Fax (240) 261-6395

Bill 25-19 - Contracts and Procurement Local Business Preference Program

SUPPORT

The Gaithersburg-Germantown Chamber of Commerce supports Bill 25-19 to establish a ten
percent preference for the County-based businesses competing for Montgomery County
contracts. Not only will this bill help all participating businesses, the proposed preference
program will compliment the existing Local Small Business Reserve Program to ensure that
County departments award 20 percent of their procurements for goods, services and
construction to registered and certified local, smalt businesses. While Bill 25-19 is not limiting
the size of the participating business — which we agree with - it will nonetheless help our smali
businesses compete.

| would like to focus my remarks on two specific issues. First, this bill helps to level the playing
field for Montgomery County businesses who most likely have higher costs solely because they
are based in Montgomery County. Those increased costs include higher costs for owning and/or
leasing commercial space and higher personnel costs. In balancing the needs of our local
workforce with promoting economic development, the County has passed legislation resulting
in a higher cost to do business in Montgomery County. Bill 25-19 recognizes that doing business
in Montgomery County comes at a real cost for our local businesses.

The second point is strictly economic. Awarding more contracts to Montgomery County
businesses will have an economic multiplier effect in our local economy. Based on the fiscal
impact statement, this bill would have resulted in an additional $700,000 coming back into our
economy — being spent on jobs and other commercial expenses which will in turn be spent on
entertainment, restaurants, and various retail. Pumping more money into local businesses will
also help our businesses grow and be more competitive not only within the County, but also
outside of Montgomery County.

I would also like to take the opportunity to thank the Director of Procurement for reaching out
to businesses and listening to their concerns. Many of our small businesses basically gave up on
ever doing business with the County because the process had become too cumbersome. Our
understanding is that the process has been significantly streamlined. The challenge now is to
convince our existing businesses to give the program another chance. The Gaithersburg-
Germantown Chamber has reached out to our members to let them know that changes are
being made. Qur hope is that the changes result is more businesses getting more contracts and
growing our local economy.
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Council Presidert
W Mareland Avenue
Rockalle, MC 20855

Referance Mardgomery County Gounril Pugiic Heanng: Expadited 8ill 26-19 Ceomracts and Proturerent — Loeal
Busingss Prefesence Program

G000 Aftenogn,

My name is Ken O'Conell ahd | 3 hare today raprasanfing OFCannell & Lawrenca Ine. 17904 Gearma Ave. Tiney
wail te thank the Courcll and Courty Executve far advarcing Bill 26-12 b this slaga zad Alawing me tha oppariunily to
speak bo you

I'Am proud e say Ihat | am a lfehkang reeldem, of Momgomery County. | am aksa prond 10 say hat this vear marks
Criconren & Lawrenca's 25 vear in business — ihe Enlirety of fes 25 years a5 o Monljamery County Bresiness

I Wve rere, | work nere, and | £ay 1ases hore. &Conngdl & Lawrance bag bean hete by 25 years ard it pays faxes heme.
| wide inEVErNY elecn.

I'suppod Bill 25-1%, Cont-acks and Proeuramen? becausa
I+ i5 good far Manfgorers Courly businesses

« Ibis Jocd for Momgomery Courty tan paers
v |tls goed for 1he Mantgorery County tax base

Slnce &'Connell & Lawnence has 19 priccipal tlace of business in Montgamery Courty, | biurs

s vk here

Its gas rare

H& aiffe suppliss here

AN DLF B cved contribuie every day ho giher Monigomery Courty cusinesses

FConned § Lawreroe generates revarua ned only bom its butleess nside Motgomery County. bl a'go o outsde
Wentgomery County. W brng revenue home fcm the State of Mardand, ther stabes, giher ecurilies, the Dsiricd of
Calumbia. and the Federal gavemmend,

Viten we pompete in ather jurisdiclions, we compele with farms hal benedit iom Thass Arisgdicions’ lacz| business
prefereices and saaly, wa Tslly compete hess anour owm COJNEY AJAIN5T thivsa wary same fimes with ro ocal tusnasses
preferenca of qur own,

| 2 rl a0 economist bt | have read severat aciies 1hal show hes ezl tallars, kepl Iocal, coma baca ma-y IoH
far greater har 10%. Furlher, thera s no svidanse 1hat 10% preterseies points for professional seices (RFFY cevst & singhe
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O'Cennell & Lawrence, Inc.

[Dcrober 15, 2019)

diodlar mewe il zaarced 10 2 eal o
Thare may be some epporents of the bl shal i Spedk K you here loday, | encoarage you la sk them i thoy:

T dive in Monigomeny Sounty; angd
2. Repragen: pnly Monigomeny County Busnetses

Or, skt ply ask. yoursend ths quastion.

Whiy s b o Tor other juredictons fo subjcet Momgomery Counly businesses 1o preference prograrrs, when the sama
benefits are not atfamied o our owr Mondgomary Counly busivesses . e angwer je simp'e; it s not,

There 15 50 Firch mone Ihal you can o to help Motwgomeny Courly busnesses but this is 8 pood starl! Please pass
iz bill, quckly’

Thare iz Tor you- ime.
kennalh J. O'Connel, Prasdent

Fage 2 of 1

(2]
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Cuny il Prestdend

Monrpomery Counry, hdary |
Tud Mﬂr:,-hﬂu! Avengye
Rackville, M1 20250

Hefeichoe. Yunlgoanery Cownly Council Public Hearing
Fxpedited Bill Z5-19- Coneaces and Procurett emt- Local Husmess Prefersocs Propram

Cirel attermnaan,

As i locnl small busmess that has prowdhy provaded architectural services in Momigamery County sinee the 19400k, we
strowgly support the propased Locel Basinsss Freference Frogram Bill 25-1%

The reasions For our sug o ame as Gl hows:

We e srigll busmess awners based in Menlgormery Ciowny,

Wy live in the connly,

O «aft lives in che couny,

We frequent aed suppon kel bussaesses,

We work wilh many aher Montgomery County based businesses,

Thers are numerous gualilied peefeasicna Mmus in the county- o resson a loak elsewhere.
W pav lacal 1axes- persosa] and byspess

e wode.

- ¥ ¥ F %+ 4 &

the county should give local busmes, preference o counly-bised businesses on counly conmracts
Lur neighboning jurisdiczons give profrential treatinent o heir local busmesses, pusing Moniggomery County finns 4t
cornpel il ive digad varmspe

Chue g clullars shaould support the numeraus lacal Mepteainers Caonly Quiddied businesses instead of awarding coptmacis 19

PO, Howard, Bddoimore, T o WA businesses who have na direcl Tmancial sike inour counmy.

Smeanly,

Sucgcary Vorvirig Muddineaeo.

Susan Founp Mullineaus, AlA
Presiden. DHCMM A rchitects

23290 Dover Hoad, Dagslone, Deluware 19939 ¢ Cmail: derem | conieas)ne

YEZ43-00 Florwer Hall Wy, $ignibershury, Mary lamd 20879 - 45000 208-0100 - Fax CI0FL] 2068- | 666 - -~
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MALLICK

E010 Cessna Avenue ,5
Gaithersburg, MD 20749
j301) 40 5260

R

Ditober 15, 201

Cauncyl Prosidem
100 Margland Swepe
Rache|lle, MO 20850

Retarenge: Martgamery County Council Public Hearfng: Expedited Bill 25-19, Contracts and
Procuremem - Cocal Business Preference Program

Good Aferr oon,

Py natne 15 Kenny Mallick and |am here 1oday represen g, o companies, Mallek Plumbing
and Heating Inc. and Mallc® Mechanical Contrariors Inc, located at B0I0 Cessna dve Garharstburg. |
want to thank the Council and Coumty Execalive for advancing Bill 2513 (o 1his stage and allowing me
the opportunety 1o speak 1o vou,

i am alse praod 10 say that Fam a life-long resident of Monigomery County | am also proud to
say that thiz year sarks the Mallick carmpames 260h year in husiness — the @ntirety of this 26 vears 25 3
Mentgarmery Caurty Busingss.

*hye Bene, | work here, and | pay taxes here. Bath of the Balkick campanies have been here lor
2b vedrt. end play tzaes here Ivote in avery elegtion

Fuppast Bl 25-19, Comirects amd Procorament bec angse

] Ir ‘s goad for Mantpamery Cou ity businesses

. .5 good kar Monlgamery County Vaxpayers

v tiz good Ior the Manlgomary County Lax base

. It o5 good far tratfic easing wethin Montgameny Coumy, the 270 corridor, afc

=ince Both Mallick tampanies have s principal place of husiness in Montgomeny County,

we by

) iz vehigles herge

r it3 pd% here

- It rHce supplies here

. And cun 185+ employees cantribute every day te ather Monigemery Coenly businesses

Goth Mallick Plurrbing and Mallick Mechanlcal generate revenue nol only from its buslness
insite Manlgomery County, but alsa frorm optside Montgomary County, We bring reyenue fome from
the 3tate of Maryland ather slates, othar counties and e District of Columkbia.

WWhen we compete in other perisdickions, we compete with firms that henefil from lhose

Jurisdic b’ lacal business preferances and sadly, we mostly campete hene in our own couhly againsl
those vary same hrens with no loed; business's preference of aur own

&



2lraga MALL[CK

B0 Cessnz Avenue
Gaitharsburg, MD 20879
[301) BAD-5860

h

l'ar nit an economesk, bt Fhave read severdl artickes that show how Ioral dellars, kept bacal,
Lame bavk many fold ... far greater than 10%. Further, there is fo evidenca thist 109 preference paints
for conyruction senaces cost a singie dullar more f awarded to a kegl flja,
ThRTE fnay be sorme nnpanents of 1he bill that will speak o wou here today, | encourage vau 1o ask thern
i N ey,

1. Live in Montgomery Crunty; and

2. Reazresent anly Mantgormery County Businessas.

Qr, sunpy ask yoorsel this questian:

Why is it ok For of her jurisdictions 1o subject hontgorie ry County businesses 1 prefersnce
ArCErams, when the same brneflts are nat affarded to our own Montgomery County businesses . 1he
dswWEr 15 Simpic: b is ot

There s 0 marh mare that yau ran g o help Montgo mery County businpsses, but this js
#a0d start! Please pass this bill, guackly!

Hhank ynu Far auar bime.
E=mny balick, Presigant



DL MISSION:
SHWR Working to enhance the ecoromic prasperity of grester Sitver Spring
SPRING  trrouan robust promotion of our member businesses and urrefenting
CHAMBER OF COMMESCE advocacy on ther behalf,

Bill 25-1%, Contracts and Procurement - Local Business Preference Program
Testimony in Support
Tuesday, Ootoher 15, 2014

Coodd aflemonn Couneil President Navarro and members of the Coweil. Jane Reedicker, Presilent of
fhe Cireater Sibver Spring Chamber of Commerce. representing mote than 440 employvers, rds] v smmall
Busineyyes that have been inlerested in doing busioess with Montgamery Couoly.

| come before you today i supporl of Fxpediied Biil 25-19, which woeld TedUice o L{®% price
preference for a local business biddirg vn a contract or submitting a proposal under an REF for a
anntract wwardesd by the County.

For several years pow, our Chamber has believed Lhatl husinesses lacated in Maentzomery Coonly
should be given priority fur sny and all procurenient contracts 1ssued by County governmenl encifies
County lewlers have been reluctant 1o implement such g requurement. instead awarding 1he cantract
simply based on price or prioe relatinnship. While an award an price secms a iespunsible use of fax
dollars, it puts locally owned businesses at 3 disadvantage. As Monlgomery County has enacted Bws
thar inerease the oost of oparatiog a husiness here, loval businesses have foumd it ictipussitle oo
compete againgl like vendors io jurisdiclions where, for cxample, the minimom wage s lower and
fewer craplovec bencfils are requaod.

Fapedited Bill 2519 seeks o offser some of the incressed cost of doing business in Montgsmeny
Coeenly and give o locally swned businesses a better chance of petting wirk from the Couary where
by operate and contnbule e the ecanamy,

I wrrth noting thet Tecul prederence programs are already in place in three of our naighharning
inrisdictions — the District of Columbia and Ponce Geonpe's and | loward counties. 1s time
Montgamery County recognized the importunce of onr local husinesses and reguired Counby 3pcicies
to “huy Jucal.™ This bill is an imponant first step in that dircction. I addition, seveel of our small
husiness piemibers sngpest taking 2 page From some of these other jurisdictioos and also Biving eatra
mnts on the seore sheet for having @ business lncation in the Cannty, having stadl in Monlgomeny
Caunly, and having an owner who resides in Mootoomery County.

For these redsons, we urge vou by enacl Expedited Bul 25-149 and take a0 in purrlant siep 1o awarding
out toval Businesses the business they deseree,

—— ©

A0 Cenrgid Avanue: Suite 203, Siver Yonng, Macryiang 20910
Alate (TRORIE-D777 0 Fan (37 1) S35 3377 » Smone r{fQioe oy @ it i i)



Prince George’s County Code

SUBDIVISION 3. - BUSINESS PREFERENCFS: COUNTY-LOCATED BUSINESS ASSISTANCE
Sev. MA-173. - Business prelerences.

{3} Cn any precurament for whaeh a Sounty agency or the County goverrmant secures campaithee
profpasa’s purguant o Bachon P0A-113 the Purchasing Agent shal! add the fallowirg percentage
poanls o Lhe tolal eveluated scoe of 1he bed or propoeal

Whore participaticon in the prappsal by cach
Business Type by pe :
of vertified firm is A55% or more aga:

Couaty-baved small husingss 15%

Counly-based minarty business enlerprise , 15%
Couniy-baywd business MHF .
- — - H . - i

tingrily Busmess Enterprise of Disatvantage Business -

Enterprise
i
County-lpgated huslaeas I e

—— e ———— e e s+ m mre—— -

cumulalive preference points Where a hid ar proposal indudes the paripation of fvo o more ceified
frmz and the cumulabve panicipahon of the anfilies is at Ieasl 45% of one of Iha cenilicd bus ez
catagonas above the preferarce ppints applicable to thal 45% participation isled ahove il be appled 1o
the bogd. A Bid comprisad o bwe or mose firmes that achisves @n arkdibonal 452 of parhicipation o cra of
the cerlifled busitess categone s above will receive an addibongl amount of prefarence poinls listad 5hoye
applicable 1o that addibanal 452 parierpalion. The same fimivs parlicipation in a id or propesal shall no:
of counled o preference points it more than one of the cerified cusiress calegories above and shalf
recews praferance peants ter he highest scorlng cerified busingss category far wheh it qualifies No
single cerified fifrn can recena mare than 15% percentage points in ary one did ar propogal,

it} The Purckasing Agent may detsrmaine not ¢o apply a bid ar proposal preference uadear this Section of
Ihe Purchzsing Agent carifbes thet such a preferance would resull in 1he loss of fedarm or gfale
funds. sulzject 10 the approwal o the County Exegulive

(e} The equiremeris of fhus Sectan shall apply t lhe procurement of vendors retained by a County
sgency of e Coully government to assisl in fne inancing and sale of County gavemment deht,
The equirements of this Seclian snall alse apgly to the procuramsnt of brokerage frms, investmenl
Bansing firmg. investment managentent firms, consultants, angd ofher vendors retaimnesd ko ranage or
imvest furds controlled er administered by @ Sounly agency of tha County government. The
applicalion of thig Subsection 15 subject o the requraments and resinchons af feteml and siale 3w

(d)  Abusiness may opt 1o nat receive & butiNess preference under this Section

<)



(e) For the purposes of this Division, the term "competitive bids or proposals” means any bids or
proposals for procurement funded or administered by a County agency or the County government
except for procurement awards made pursuant to Section 10A-114.

(CB-67-2014; CB-115-2017)

Sec. 10A-174. - County-located business certification requirements.

(a) A business that seeks to be certified as a County-located business shall make application to the
Purchasing Agent on a form provided by the Purchasing Agent. Such an application shall not be
approved by the Purchasing Agent uniess the business

{1} Submits documentation requested by the Purchasing Agent verifying that the business meets
the definition of a County-iocated business as prescribed in Section 10A-1 01(13.3), including

(A) Leasing or ownership documents,

(B) Payrofl information,

(C) Property and income tax information,

(D) Information regarding office dimensions, and

(E) Any other documentation or information requested by the Purchasing Agent to verify
compliance with the definition of County-located business set forth in Section 10A-

101(13.3});

(2) Files a written certificate that the business is not delinquent in the payment of any County
taxes, charges, fees, rents or claims; and

(3) Files documentation showing that during the preceding twelve (12) months the business has
continuously maintained a valid business license or permit.

(b)  Once an application for certification is approved under this Section by the Purchasing Agent, a copy
of the approved application shail be expeditiously transmitted to the County Auditor.

(c) Nonprofit entities that satisfy the applicable requirements of this Section are eligible to be certified
as County-located businesses.

(d} Abusiness that is certified as a County-located business shall meet the requirements of certification
under this Section continuously after the date the business's application for certificaticn is approved
by the Purchasing Agent or the business's certification shall be void. In such instances, the business
must re-apply pursuant to the requirements of this Section to be certified as a County-located
business.

(CB-67-2014)

Sec. 10A-175. - Regulations authorized.

The County Executive may promulgate regulations to govern the implementation of this Subdivision,
provided that such regulations are consistent with the provisions of this Subdivision. Any such reguiations
must be approved by the County Council,

(CB-67-2014)
Editor's note— CR-40-2015 approves regulations promulgated by the County Executive

governing the implementation and administration of the County-located business cettification
application process.
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County Code §11B-9(j)

Reciprocal preference for County-based bidder.
In making an award under this Section, the Director must give a preference
to a responsible and responsive County-based bidder if:

(1)

ey
3)

(A)

(B)

(€)

a non County-based bidder is the lowest responsible and responsive
bidder;

the non County-based bidder has its principal place of business in a
state or political subdivision that gives a preference to its residents;

and
a preference does not conflict with a federal law or a grant affecting

the purchase or contract.

A preference given under this subsection must be identical to the preference
that the other state or political subdivision gives to its residents.

A preference must not be given under this subsection if it would result in an
award to a County-based bidder when:

(A)

(B)

a non County-based bidder has submitted a lower responsible and
responsive bid than any County-based bidder before the application
of any reciprocal preference; and

the non-County-based bidder has its principal place of business in a
state or political subdivision that does not give a preference to its
resident. '
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Cecemb- 14, 2018
RE Bidding Prefarences — Reciproaly

in accordanca willy e slale ctatute beicey, The seheguke Rallewing lhie mema paovides g et of slales ot
pravide bidders m thiir Sales 2 praference and B suminary of that preferehe,

Title 74 § BE.17A, Bidding Preferoncas—Reciprocity—Awarding conlracts

A State agencees chall nat diseriminate sgainst bidders from states or nationa autseds Oklshome, ercapt as
provkied by thes secton Stale apencies shall reciprosata Lhe beddang prelerence qiven by other stees or
rehions I¢ bidders domiciled in {hair jureditions Mr soquititions pursuant to the Bk jghome Cantral
Purchasing Acl. The Stale Purchasing Muecior shall annuglty prapere and diginbuta Ic cerrlied
procurgment oficers a schedule providing which stEles gve Bidders in their slakes 2 preferance ard the
etel ol the preference This achedule shal be used by stamm apencies in evaluating higs

B Ff purposes of awarding conracls state agencies shall

1 Gue preference 10 gocds and services thal have been manufactured ar praduced in tis staie i the price.
Iitness, availabilty and qualily are gthevwnse aquar;

2. Give preference to goods and sevyices from enalber stata gear foreign goods or Eervlces if goods ar
services manutalured or produced inthe slale gre ned equal in price, Toess, availebility. & qualily, and

<. Add 8 percent riresac te the b d of 8 nonresident bddar aqual 1o the percent, ilany, of the preference
given 12 1he bidder in the state in which she bigder reedes.

The list of states providing bidders a preference and a summary o e praference may be found at the
Falbowirgg

FFHIRGY FURCKASING - SO05 W, LIMCOLUM BUGD ST1 360, GSLAHORMA S 1TV, B 73105 404541 MG
STATT OF CE A2 - OFTICE OF MAHAGEMTHT B EMTZRFHISE YEAVICES - OB 55 J0K Ly



STATE RECN'"ROCAL AN PREFERENCE FRACTICES

Revigwed Eweomhber 14, 2008

f
State L::?:t::::t.e The rﬂal::e Preference Scope of Preference & Conditions
Ves = Under chis prefercises faw, the paarding
Tie leitd il AUt may award a voniraet 1o e
be gwarded 1o “peefermred vendor of the vendor was o
the bidder responsible bidder, Jnlls within wue of the
th, in the defiitiens of o "profomred voder,” ard
Aluhama Ve opinion ol the Prefurred oflers a price of not mere than r 59 five
Mrirecior 2t ¥endor Percent prcater 1han b ko resjansikle ki
Turchazing. AW used oo eputime hasis)
will 4erve in
Lhe st
ineerest of 1he
sTote. . ]
Cawab fied * A& redosten indhe bid p.r!'.-..‘:t o nffer applizs
Alasha Bugkler 1o alil werddors :-l.-h:! |5||.|=:|||r'__-' us A azka
AUy, badders, a5 defined in AK 36.30.990:2),
* 2 AAC 12 6 rrovides Mlaska piferor
A odivscaal un xldivicnal 10% overatl cvaluation paint
Jl-jua T preference [ 10% of the H:l.':l:ll.abu;' poInkshif |
Ciiens Numerial rakingg syslem s naed - el gs g
10 Eagued [oir Proposad. Alasks bidders, as
definea i A5 56, 30,9048 2} are eligible for
Thixs prefe-emc.
* Aoard will goove the Lidder wha ofters
ggncultuzal er fishenes products baryesecd
Mlarka g Mt Agrivuitural ar i he stale (or wallon the, jurisdisetiag af the

lidhery
Moducis

Aluszy
Produces
1T

Keoypeed
Pramdiggs
Sy

shitel - pT-.'.'\'idtd they are availakle, al
cxmiparet | gualiy, ard priced non nserne
than 7% highet than preducis hameested

o side of the szute tar cutside the
inrisdictian ofale staley A pricaloral
predurts include daire prodwsts. imber, apd
lumther. and preducts manufaciured i the
sLule froem [imbser amd lumber.

4 M B or TS reduction apphes do 1he
quiliteuig produce walue i a bid price or
i Ul designales the use nf A laska
prodducay, The applicakle discoant 15
depandent on what percenl L prodyc
B inp, ofiered i prodiced ar
manntackured in the stale.

= Arennclion unthe bid price o after applies
b all vendors who offer recyeed producr..,
Thie provnck: myet be on the DO pre-
approned recrcled product st




Reclpracal The BI Praference
State Law/Statute | Prefarence Scope of Preferance and Conditions
Fmplovriers | " :".u-afd' will b= ziver oo ke Biddder that
PrL‘lg-ru.lll quialifies for the A laska hdder prefercree,
iy ardl 12 HTenng services throweh a qu ali fed
cinplayrment progrant as defined 11 A%
36303123, an s the |0 west aexponible
orid respensive bidder with a bid ool maore
than 15% bigher than the [¢west Bidder
. ¢ Award will be given e the bidder tha
“"_"Iﬂymﬁ qualifies for e Alaska biddor preFerener.
Alaska Y o 111“"—"'_'“’.‘: wnd 15 7 Qualifvwg entity as defined 1n A%
0% 35.303200d), and is the Jewest nesponsible
A respwnsive bidder wath a b price no
mert than [P higlwt than the [owas
biddes.
* Alasko Yewedns preference was gracned as
Velardus oF N0 '
S A 34 reducvion in1he bd price ar offe e
ali verxlurs that qualify av Alacka bideers as
defined in A% 360132080 and meet the
requireinenis ssiublished in A5 36, M 4HHE) |
45 b quakibving ey . The preforense inay
not cxeped 8500000 fir o sTngle
plocurement.
Mo = Small Buginess Preference for peragurenicnis
In lic-bid under 310 NI, 4, RS, § 41.253%R
siluarions. the
gty chigf
Arnzena e PR uTemend Linal, Busines:
wlTicer shall
niahe the
awamg by
driwing lats. N
Arkdnsas Tun TS Brison Indusry: | * Frefurence againg! nul-o-stale prisin
| 53 mdustry bids.
5% ol fawesy = Small Business {SB) (G 14K3E) Craods,
e Ml VL servicts Lordruction, Amd I'T° The
respansable, mndwimum preference is ESUIMHY and wiien
nen-smal) coinhined with other preferenses. the
L nsss s et prolerence otal cannpl casesd 1000
brd price when Uowils, Services, {onsznpcrion, an T,
ceg lificd small
busues: 15 nen
Culiferiia fas e low ez buddgr
Tip 10 5%, ¢ Nun=sma | Busioess Sabeoniractar
Trwpct Freterenee (GO 1R8] Coods, wervices,
TS polkd ive, cumstretion. and 11, The maximium
responble preferane.: is 350,000 ad wheq corbred
nun=small wich edher preferences. the Prefocho
Susiness net bid amil exgeed 3 [A0.A00
|

-
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State :ﬂ:::f:tlz Pr:l‘i r.:::ce Preference Scope of Preierence & Conditions
price har s ey Apphes ke Bide submimed o non-small
| fubrontracting | busimess that ane subsontracting with or lzaal
with a simall 25" o A cerlirivd snall business (S,
hukifes: when Applies unless appluunion aFthe prefincnue
tle: sruall would preclade a SB fom winning he
bugimess 1snal comrRct.
lhe luweest = WV 143 ME Crods, Services, £ onsirucnon.
Sudder. and I'T. Campetitive saligalatrans thal
includs che IVEBE parlicipacivn
[p o 5% far requiremert, cegardMess of selicitalion
Disabled Feriar delivery method ©r dollar value sl
Weteran idertafy oh The sohcitation the allowabla
Puczness inceniive perveniape and evalualson will
Lnlernpriszs occut. For awarde baaed on b prace, the
ILAV'RE) alluwable incemive perecat Menuled in 1he
sulicitatinm cannor exeved 255 ar b |ecs
than [ %%, Awards bosed un high paings.
incentive cannar exceed 5% or be lesc then
1% of solal avadalde poinis, A Tneluding
POInTS Lk suhCiow. omurmin incentives ar
preferenses
“w Recveled Yires (I'RE £2801 42894
% of che Gowrds, Applicy unless application o F e
Cglifeemwn s Yoz lorwedal Wil pin proferemws wunld prechelail 2 SB fram
net hid price. winning ke cantract. The masinun
I sase ofthe preference 5 Bk flE ol when conibomed
hid hetween with cdher pretesenses, 1he prefecoce
Emali RO exzead BRI QN0
Businees and v Target Arex Contrac Frefersuee Acl
aMsabled | $hofthe (TACKA) (GO 4553 o weqe], Applice 1o
Wezcran et grods and service sonrazls over 5| IKLADG
B 1ziness e iCthe b site 15 locaied in f destressed
Enteaprisc resposibic nal hrea he designated by il Depadnentaf
M BE) bid prace Ew Finance, TACTFH allods o award
The wward ""f*"’k-”[f in L alifamia baaed comparies Lhe had
yues tu the dlﬁ[n‘::u.q_:d areil preferenie when 5% of e Jabor required
IVEL st addiionai - o e pands cantracts ar ¥ for

%0 T Dirang,
hiph rick
Hikenployed
praple
percoetame of
worklionee
duzing ¢anract
perlormanse
usiiy wcake

b |

»0rvice Lanlracks, The maximum peciirence
15 § 30,004 and when sombined siib giher
prefecences, the preference fotal canrl
eaceed 157 uf the ner bid prics or

F 100, H0, whichever ix lowes. Tl hinng
prefercoce ix alkeaed ety iTthe worksie
preferencs is cluimed and the bidder is
eligible for it The warksite preference does
rud apply il the sidle specifi=s the workaie
where ilez work s e be completed. Ta
receive d vonimcl iwari bRecd an
preferences, Lthe company nusl carify nnder
pemally osf perjure Lhat the tequited concrac
labiar slull by scevmplished ar che Apncaved
wrk size.

i,
oA



State Reciprocal Tie Bid
Law/Statute | Preference Preference Scope of Preference & Condiians
182 logr 5.0 b,
2% e - B,
L e 15- 110,
| A% o 200 ar
filcce,
Sanmwe av Ior
TALT'A excepd Ecobomic Fane Ack {ELA) G TOR4
Afnligy ke LI
warksites o Assainhly Bill 23 repealed the F7a
LA fr e Eropram
Armees and
hiring rersons
II'.'lnlg n
Caliemia s Al targeted
<rnployment
Incase efthe | &5 01 A
hid bahveen ENILT WIS PONE
Small el
Tugiress snd .
2 Cisabled _!"_“““ a5 fer _ | * Locul Agemey Milosry Base Hecovery
VEreran TACTA excef | grea [LAMBERA) (60 THIS),
Ruginess RIS b Agsnbly Ml 935 repealed the LAMERA
Fontcearin: Tk SiteS <1l E-crgram
ATPVBE) e | 12030 ageacy
dward @ muilitay hase
the ([WWHE], | ToOvERy ke
and g
people hving In
sucl vrea.
s
= Colorddd law randates 1hay resedeni hiders
| tie bud he given @ prelerence ovee sern-regidear
requiTe & in- bidders cqual t the prefereens grven by the
STHLE slate in whizh the nen-residene biddzr s a
Colod auke RYE Trarerenye. Resiuerl restden. i.c.. if 2 "':'r"m.idﬂm badder is 4.
incl udvng Didde: o er I the restont bidder b the scate
preference Jor o revidence ufthe non-esidon biddar
Cnlorad awands a 3% preference 10 i 2oue Badders.
Agricu lLyral them The Calerade biddzr becaines thae
- lerwest bidder by 194
# Caclstate deparmera. agency, commizsion
or beard shal) purchase s recessany
prodds and sercives froan tae dngt:1:non
‘ndutiries i€ such producis and servives wre
ConMeCaizul e g Carectional preduced o maanu faceu e and made
Enerprises wwdilable av such indusiries, provided such

beoduels and services arg 3l conmarakble
price and qualite and 10 saf3zient quarity
25y ke available Toc sale ar ofered cor
sale ouRsicle The : pstiluteons.
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State

Reriprocal
Law/Statute

Lunneck o

Tie Bid
Preference

Preference

Scopa ol Preference & Conditions

L]

Vs

Board of
Fducation amdl
Lervices wor the
Bl

lsahled
Feroanc

AgricnIrnral
Priaduc:k

# The authimty in charge of any building o
preporly amed . operancil cr beased by e
atube ur nny municipafine therein shall peacn
tu the The partnwnt of Rehpbililalion S ces
A peermic o operate moouch buildine or on
such property a Food service Tacilite, o
wending rizchine or a stand ot 1he vending
of newspapers, perasdicals. o fetions,
tobucea preducds, dood apd such ciher
arizles 36 tuch aulleily spprodes wlwen, i
Lhe ppinesn of such aullksnty, such facilin,
maching a1 stand i desrable in sach
low:atien

Whenevar & prcd ucits made gr
mannlagiured by of servizes provided by
persoms wilh dxabi ies through commuonisy
rehab’lication prosams ar in any wstkshop
setablizhed, aperated or luaded by nonprofii
AN Inacclarian SrganiLanans far the
purpo:e g prevniding persams wath
disahilings raining and eruploymenr syiced
14 Lheir abulities mesr the requirenils of
uny epanimend. bnstiLution or wpency
Adpreertd 10 wheale or impan by be soace ax
£o quantiey, gqualite aml price such procluts
shall have peetecency sver products or
wervices from ekher providers. escept (1]
Arlivfes prodeced or mgnufacturcd by
Lrepartmeni ol Carrocissn industres as
prevaded insection |3-BE, (2} ymerpency
purchasce made under section 4-58, and 15}
Jarmlarial g cantraciual sereees provided
by 2 qualificd parleerstip, pursuom 1o the
provigians ol subsecinms by oooedy,
inclazive, af seceian 4z-H2

The Commissioner a1 Admimistrative
Lerises. when pur; hisug or contragring
fur the: purchise 21 dairy producy, panhry,
cpps, boel. porh. lamb. Baren-tuveg &l
firuds en wiegetahlos pursmam 1u subrertion
15 ol dhiz section, chall give preferance 1o
dairy products. paulery. gppea. beef park,
lamb. Gauru-raised lish, fruits af vegeinbles
£rown ar produced in this state. when suzh
praducts. pouliry. epes, beer, park. famh,
Am-raiaed fish, fruits o vepelables are
culnparable in cosl B oher dany presducts,
pediiny, cies, beet, pack, lamb, forni-rascd
fi=h, frits oo wegerable. heing consigered
For parehase By the commissioner thal hpve
nol beew w-own 37 produced inchis stale,

*
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[ lean

ale=rnalive Jigel

Mizr-buainess

Yaleran Chaqed
Microbnsiness
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4 Price prelurence wp w0 10% dar purchaac of
Louds snade with recyeled mitvrials

* Price proference up to [0% Far purshase of

meHor welnic le powersd by clean afiemnepe
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ahenmarve fisl
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Price preferomee fur the purpase ol
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Deparunent nil Vereran's Affairs
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Ties
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PLEl Wiarks

Sl Asidey

= Public works contrarl £6%62(4)(b).
Prelerence for Delaware T.abor fiar work
regandivg, Pubiic wirks For the seate. Musc
he bona Tide lepal citizens of e state v
hove caablished citizenship by resnlance of
gl leaid 0 day 5 in the Soate.

et Asidey, [o acourdnnee with Delaware
Crrde, Chapter 98, Stalg Uist Law, ce-ain
Sale cannacts are awarded s meema”
CoIirants A5 dulhanzed I:|_'=-' the S1ane 15e
Cunuhission fwhich mesls uader Lhe
Jurisdeztion af the Depatnwen ol |Bealth and
Sowia. Bervices] Therefore, thews conracz
are not part of the pormial bl proeess.

Florida

Reacipeacal
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Tie Rig

Resideni
Bidder

Fazreapn
olanutu Jrers

Weteram
Busuwe:x
Enlermse

= W hy never I o inure compelfive sealed

bids are received ony o more ol which
relaces 10 Commnd ities munufactured. grown
ot produced witkia thiz slale, 2nd whenever
allthings statcd in spch received hnks are
ezjual with caspecl te price, qualiv, and
stlvise, Che cnm modices manulfichred.,
groaen o preduced wikin tha faie hall be
give prelerence,

" Any Foredtn mianu fackaring Soigpany with a

Eactary in Florida and emploing oeer 2K
enplayees working inthe ezare <hail hasve
preference over any uther Bameign campans
wlhun price, < nality. and service fre e
salhe, ~epardless of whee the produt i
maluiv | urad,

¥eteTBn Busitess Lntennese: [pparunity
Al u S[Ae arency whaen Cmsidering i
of mure bids, propesals, ar replies b the
procurenent o Gom o ites or conesetal
services, at kenst ane of which is Boam
ceified veteran husiness enerprise, which
are rgual wih respect 1o all relyvant

=,
£/

(



i Law/Statute | Preference
Gtate Preference Scope of Preferepca & Conditions
. carsideralony, incloding price. quality:, and
Ve servie, shall award such procurcment or
Whean req o l:l:IHEHc:I 10 e ceelitied vewrn business
—— COCCrpLise.
P i, cor Cerlified = Cediflied Mataney Miwsoness Entetprise  of
replecs tha ity W s ual respunzcs nnd s respanse i
it cywsl widh Busincss [ w ceitifiad minarity business enterpriac.
2cEpeCL b Emerptse the agency hallt enter irdo 4 Lunt-act with
price, quality, the caitified minnEy hisiness emeTprise
and sereice [neg kree = g F:"'ﬁ': Workplace  whenever e or
' are recepved Workploce maorg bids. priopesals, w replics 1hat are
Ny the w3k or squd | with rosp=ct bo prive, Yualny, and
b am, service anz ifoeived by the slale of by am
pulitica’ prlicizal aubcivisan lor the poocuremens of
wu hdpvisesn cor mdifacs ur conFaziugl serwices, 3 bid
fiur the praapiegal, o reply teceived feam a business
prRarTment thar cersifics chat §t b iosplensenced 2 druga-
of free workplace pregram shall b give
[ —— purcfecense inche awurd process.
Flotida Vo ar -El.:lll1r‘utlua.| . Humn: - P“f'-‘r_*'n"": *h_:'" h“’_ﬁi""-'-n in the pumchage ol
Services, & indwitrecs in matesial and in leNling corikazts o the
bid propusal, pubic nETChen of any public soamesirgteg o
v el bLildfings Jetituonal buildfng o kimoe indushries
received frem residumy within the ale.
A b siess I*rimting, = A praforenee shall he giver 06 e brees big
thar co ies 5% is BT ied by a vendor whose principal
i1 lnas place ol business 5 fogied sorside the Hane
inplemented [T Matenals tn he princd.
& duge e Tersony] ® A preference shall be given wo tle kases
wORLpEace Froperty recpeinsi Ble and responsive budder 2eiding
praturaan shall L in the stacs when making puo. leses of
Be piven personad prapeny thrrngh Compen 1 ve
prc lerence in ty i Lalivns.
e award
PrsEss
* Besudent vendors in1he Siate of Capnrpia are
b grenced The sime peaterece over
vendors residenn in analher siage s Lhe same
manrer, on the sacne kasis and 10 the sume
vatent chat preference s granced in awarding
_ bids o propu-ealz for the ame poods or
CRLOrgia Y Yes Fendznt services hy zuch anher skate, 1o veiducs
Fiadcler rescdend thergiinower vomdor's ey deis i Lhe

Slate ul Crenrgia, This prefererce e wied Ri-
evaluation purmete: culy

()



Tie bhd

cipr:
State L::;:,:;L Preference | Preference scope of Preference B Condltlons
= All siate ageneivs, departnrans, and
Larmpast aytharitic: rEpunsible for (ke mainenance
aml of public lands shull pive preféncnce 1 the
kulck i il curnpiust sand nofch i gkl nead
buildinp, land mainicrerce, amd lzpd
development aclivitics. Frelorence shall be
RIVED L cimpo: fid mulch made in e
Stace of Gieargla Froamerganics whick are
source separdied irarm dhe state’s pom-
hiwrardaws solid waste sirgam,

# Licorgia Codle M1-5%65 Frrest producis

Forcel Puducts | ireen Ayilding Standards: Dxclusive use of
Cienrgia fareol products in sterte construction
comiracts; excoplion where federal
regnbacions aanflic,

* (d) Mo cantract far the consiruccion of,
achdrton B, O repaar of any bacility. dhe
<@l of whicl: & bxeme by the sate ur any
departmene, spency, cemmissuen, authority,
or pohtical subdavision thercof, sha!l ke ke
unless she ¢omtact cunizing a tipe ki

Crmisrpin T es Yes thetein providing that ihe cosUactar ur any

suhcantraciur shall ys= exclusyvely {imargin

Tie hid foresr prodikts in the consracion therenf,
plefermes when folcat pruducts ane e be uwel 1n
ghall he yiven such consrtuction, oddition, or repaiz, ad if
lat prixd acty Gedrgia Waesl pmducts are availahle
manyiactursd (b1 Lhiz ode sectinn thall nat apply when
ar roduced ia conflicd with fedicial reles and repulaticns
within e L OICEMENg CONSTUCIK.
Hale: g # The stulc and army deparienl. ayeney, 3
prodimcls sokl | Limpds commussinn thereof, when EemrnchLe fou ur
by [l rmanii e tured purcBasing supplics matcrials, CQuipnEcI.
mipplicrs nrproduced ir o apricullmal produsts, axcludioe
Witk the Hhee Btare whiee | povaruzes for inuncdizie COSLNNFTa, shall
et aid reagninshle und uove preference s far us may be reasonable
products racricatle and pracessable W suck supplics. natcr-als,
marul Eariy cd gquipincat, and agrculiural predues Be Ay
of aoed by be munubaclored or produced 10 this state.
sk Sueh prefererie shall vt sacrilize quainy.
husinesse s, .

Srale Lre Law
Hm

Price preferonce i the wosi evalwation. in
sceardanie with the Siale U've Law iuiended
I crerie nppoaunites BT disabled persens
emplayed by commomity besed
rehabifiiaion programs nnd frai e centers
vectiiied by The Stabe 1ise Comncil,




State

Reclprocal
Law/Statute

]- Tie Ehd

Preference

Praference

Scope of Preference & Condlticns

Hawaii

s

Tax

Clasa |
[

L lnss 1)

| 5%y

Keoveled
§y

obhwune
1%

Printing
15t

Tux
4.5

§a
Mo-hakalitaewrsa
Program

Parciprocal Law applies o biddes s Iroan
states which appiy prefarences. Preforence
shnll ke 2qual 1o the prefarene tle wue of
state bidder would mergive in s wwn
Stace of shall be in the anscunt cthe oyt ol
stte prederence esqeeds colbpara bk in
Hawubi. Mreference appries 1a sawe and
cownics for commod itics praduced,
mnaliabaciured, prown, mined, x excavated
in Elavead), and requires aver S003 1lawaii
inpul crrded 10wards 1he 1atal post ol ihe
o uct

*Apricnlbwal. aqua-caliod, hanlieuural,
ferestry. flowser Earming, or livesoeck
nraduct hBL i ransedl, prowe, of Rarvested in
che stnre

Hycweled produts based on mcsled
fanmhent ac a perceniags [0 1alal weghe, In-
olEie COMESBCinrs' prefiremee,

Safwar: developinent bysing-iec
primezipally becated mesiafe, willh S0 of
labor for software diecelopmaer e Furmigd
by person: donsiceled in Hawai.

"Saftware Levelapiment Busiaess™ jngludea
M wark sefaled 10 feasiboliy studies.
SYETEmS analysis, progaminng, Esling. o
Unplernemtanon of an electrunic dala
procezsiig syalem.”

Princing. binding, aned stacioner wark
Effeciave July |, 190 applies 1o a1l oul-al-
stenc laidduers if their price is ower than
Huwan s bidders' price.

Tas Pretérence. Prefemenct w ensu-e fair
cormpeLnoen far biddees paving the Huwaii
peicral cxcice gd applicaite wee by
Crualificd Comimundy Rehadalita)jon
Trogram (RF | Prefererce Fae DR
locaiest in Flawyij,

Idahw

Teo
Tieshid
| Trefemmes
eieen anly oo
products oF
loval and
thinEsLic
producing
anif
nadfaviwe
+f 1daho
donucaled
baddder:

1% princig
only

Pruinding preference of 10% applivs 1o state
and cuunnes. Reciprovio sw applies 1o
ctate and politzzul sulslivi shms o

ot miadiees, consrueon and services,




State

Reciprocal
Law/Statute

Tie Pid
Preferance

Preforence

Scope of Freferenca & Conditions

I lstwang

Yet

Te:

In lig=y4d
SHTUItEIN:.
preference
shal' be piven
e the Mimes
wandor Juer
ar gul ol snace
~wendar.

Ryesideni
I3idder

fovhean
el baced Ins

Roezwg:led
Suppliez

Rezyelulsle
Bapar

Lnvireemenial
i el b Je
prOcUrement

L urrecticmal
Lrdwstries

Shleeral
Warkzhips

T8 Sicel

i 'oal
| K%

Vahip e
Alileage

Snall
hsinecses

* Fooprecal Laea allaws when a contrag is
Awarcled odhe loweat crponsthle hidder,
the resident Bidden will ke alkaved
preferenge aguirsr a mon-resident hidder
frorm any slale which gives a preferee o
bislders fromt dher siale. The preference will
b cqual 1o che preferencs green a1 1eyuircd
by 1he stane of e noncresident bid der.
LTS M Uil o procurenesss ©F printing
services will specily use of sophean ail
based ink vmlese s STue Purchazing €HEec
ilceermings thal anciber oe oF ink s
recqured

When o cantract is 1a e awarded 1 (he
Iovwest mespensible bidder, uny nthepaise
yuaiiliel bidder whe will fulfifl the contrae
thrcugh the voe of producty made of
recycled sppliss aisy he given preferenc e
sever utler hidders urahble o 4o 0. provided
the s included in the bid af copplics macle
nl' recveled mocerials does net copstjuee
urdns eenaiisal or practical hardship.

= Al wipplies purchazed for use oy Siate

apencaes mdst be weeyelabhe paper unless a
recyclable suhsorure cammon be sed © meat
FEQUI MeMenLs «r curmribule 2n pdue

eznrd Mic of prastcad hardehip,

v Slale agencis: s ccnbace ke suppl.os

ancl ke rvices iba 34 chwzropmental |y
preference wnkics conraczing supply ac
service walld impose an undue eeanomide o
pracisza' hrdsdup.

* Fleference 15 piven o "1llincis £ ammectional

Industries™ foe ceplgun deadgnated somiracts.

# Preference is grven 10 "'[linois Shelkercd

Wockalwrps for the severely wlacapped-
Tor Jendin designaled somracrs.,

* Frerergnce [of producs made wich s-eel

bl in he Lningd N,

Frefetee 11 gaver, for wsz o Orm: is

coal

Al Sake veheles purchised mise be flex
Tuel e e, elficicnt kvbnd, arbe akie o
run an 5% beadicse] fuel.

The £'liel Pracuremanr ©Hicer has the
authatiny 1g desipnace 44 srmall bisimass g2
asides a 1air proportion af conepciion,
SRRl ond strvice cordracts Tor aveanl
amall businesses in Miwois 10 awarding the
cantras. cnly bigds Fons gualilesd sp1all
business=z shall by conidered




State

Tie Bid
Preference

Reclprocal
Law/Statute

Preference

—
Mope of Preference & Canditions

IMirmiz

Y5 Yos

In tig-u.4d
SiLIEThanIS.
orefercmiee
ahall be gi'.-'en
o the Lhingas
vedir uwver
sl oul gf state
vemdier,

Agriculoum
praducis

Cuur Lased

plasbics

Ceal

Ainenlies,
IFemleg,
Persans ul

Pnsabalities

Erael

Dameslic
Priducis

Hizteree e

Lacal siee
prﬁ'f!:ulu.'u
1leasing)

= When prosuring agncolieral products,
preference maxy be given oo a bidder whp
will Eul i3l e cencraee dirough ghe nse of
ggecultural prodids grown in Minois

= Wher. precunng plasiic produets. qrelsrenee
2y be given b bidder wha wall fuldil| che
conTEcl lrough the wise of plagiic magds
franu Mimksis coen hy-praducts

» When purchazing conk for fucl purpeses. o
prelersice must be given 10 Hinuis mined
cgal if che cost i net mere then 10Y% greater
char the co of vonlb mined i anp aiher
state. ieluding Irensportatian cast.

& b less e 20% 21 1 he forzl dullar amgne
af Sruel Connacl |ranCons tdcand wal| be
exioblishcd as a paul i be avarded 10 ]
busincssss cwned by mineeitios |2 1%,
females 17%0), and perions with disabiliLics

12%1. I consdnycrion contacts, nal lecs
1hdn 1055 nf the dotad dollas amgynt s
eatahiishel as 3 poal 1o be awarded 1o
businusses pwned by cnanceriky and leniale
cownmild busengszos (E0% ol ol 2o erale
cwesd husinesees)

+ Fach contract fgr (he caastivction,
resanSruchion. alieration, repr.
impravemene ar pralmenance of public
works made by a peblic ageney sholl coadaio
a prosasion [har stzel prosd ncts used ar
suwiplied in the peelobmance nf that eomceac
or any subepalract, shall he manufbciured or
pord aeed inehe United S1atos

# Each purchzing ageney praciring praducts
niual promede [he puschase 5f pnd gise
preferenee 10 masadeciured articles.
midterials, and supplies mansfaciered i Lhe
L nited Sitaees

w Praference shiafl b given 1o lacating i1s

Ingi:itics. whenever apeatianally

AppRCPride wnd economically frasible, in

historie praperties and Juildiigs Jucated

wilhin porerimem

* Lipun the requeat of ehe choel o s ative

vfftcer of o unitof ol gowermmenl,

lcasimy prelev=nces miay be @rven by sitea
localed in enderprise 2ones iy ncroren
disinicis ar sedevelopment districts.




State

Reciprocal
Law/Statute

Tie Bid
Preferemce

Praferance

Scope of Preference & Condltions

Indjana

Yo,

Tes

Rraident
Ridde,

*

‘Lhe lndiana busingss preference jc
cantidered for an auleifestale business anly
whe=n the 3fferor is 2 basmess From a slame
kssrdering Indiana and the wlFerars home
state dors re provide 2 preferenee o | he
hame s1290's blusais=sses nre fvoralle than
s provided by Indiani 10 Indinng
hurines;gs,

lowa

ey

Tan

Rezdem
Ridd

mm-resadelnl
Eidder

Frefoience shall ke given 10 purchasmpe
Lawa products and purcliases inem Fsa
based husinesses i 1he |owa Bused hasines
hidz submilted ars ¢ ompacable 1n price w
[l xulemitiedl by gur of scate s neswes
did oiherwpie meet the 2cquined
speciition:

IFche iaws of anethes e Bandaic 2
percentape prefergnce lor busileyes ur
pradu:is fram 1hat scete and the elect o1 the
prefirence is that bids frem owas busineeses
<r prudncs thal are atlerwiss o and
FLSPCMSIVE A MOL scloctod i the other waaze,
The same percenidie prelerence shall be
given g lpwy Misiieases and produd s when

huvinesses ar preducty from thal of her <ete
arg: bid 0 supply lowa requirements.,

8T [H

™3

e

2 T bids from

in-tracs 41kl
ar-0d-5rae
waiklars alvall
he averded L
-3kl
viendon,

wane

I3 other infarmation avanlakle.

Beermbicky

inp

ey

Kcsidend
B idder

L oromodilics
ni Berviegs

Frior wr 8 cantract heing awarded 13 the
lowesd respunsible und responsive bidder ap
d vaibinazl by a3 pphllic agency. a residenl
beder of the Commenseulth =hall be wiven
i preferenee agaenst o ngnresidend Bdder
regidered i a0y state thal pives or reguires
W Riddzrs fiom chae siate The profaience
shitll be equul wkeiRe predersme e give or
sequirsd b iles ko af the poreresident
hxlil=r

Faitderence 35 10 Te pivem ity pure hasing
carnimedses ur senAne. [Feh The
Cepartment of {Coreections, [Hwisian af
Frisem Inducirics: Kettuek v Indust ries for
the Bliad: acencics al'imdisvdwals with
sevent disabulines; incarporaled or amy oiher

nonpralit corporalion diet furthers the
purpizses of KRS Chaprer 163,




| .
State E::::’:E F'r:;z:':u Preference Scope of Preterence & Conditions
* Stule agencics. as Julined by KRS 454505,
sl porchase Kentucky prown sgrculiyural
Kok S Yz Agricullure Froducts iMhe pralucts re available ’"fd ir
the vendof can meet the appeable qualily
slandatds und pricinp roquircme s of [he
slENe Apely.
* Agrculiom? or fxresiry pruducts. ineluding
Apmisuliarai oe teat, seataod, produce, <gge. paper or paper
PoFeslry products »hall be granded a 10% pre frrence
rdies p have o [owst bid prize).
» Prolpcs processed an Fawsians. Bun groasm
Freduce auniide al Lovizana, provided the cosl of
the produecs proveased i Louisians doss nat
excerd the oost of prodope proccssed
vadside oF Lovanaiana by mipie (hanm 754,
" * Eugs or crpivfish which are puowesacd in
B o l.uyisiana urdor the prading sereice of |he
crawfish Lawisiana Lep. of Agrezulbure and | arestry,
provided che cost wlthe further piocessed
EEE 37 [Rakfish does nint excocd the cor of
cier £pgs or crawT=h by oeie than 7%
. 8 Spalinnd shall br.
o . ) Niafnnd < dlarvestal ia Laensang <eas or ol he-
Loutsiana Yes e [ e —
= HNarvested by o person wha [sdlds 2 vaiid
Appraphate comma e ial fishang license
itued undar stagyie
Produce * Produces preduced [n::m surh sealood s+l
preduced fram b ;m;h:.chf:l:l i [..cr||.1~.|.i11:|. EH_'I-I'I'II:'EI'.II'."HEI‘.'IJ
ceafoen] Lail=h sha.l ke processed In Lowgiuna fram
animals wlicch were LOEELT ] in Laenisiang,
Tape-and * Faper and paper products shall be
paper pridiue:ts miany Eackured or converte! v Lowisean:
i ¥ For preference, all ather agrivo'tw a! or
‘q‘s’:_:l:l';_lr_:! o Tubaatry prodects slalt be poaduced.
Products Ul lured. of procesied in Louisang,

Ma=ac and main
prode:ly

Meat and iovat producis shall be procesged
in Loniziana foom animaby which ars 2]ive o
The dim ey omler |l prowcissing piant
*uat and meat proddacis which are furfher
provessad v Lowisiana ander the gradirp
aril cerificalion servize ol ihe |ouisiane
Lrepartment 3 Agriculturs and Facesioy,
provided the cest of the furher provess=d
Ifeat snd maal perlocts does not ciceed tha
cast of other mewl <er meal pradu.ts by mare
than M adaes niel have 1w lewer hid pricgt.




State

Reciprocal
Law/Statute

Tle Bid
Preference

Preference

Scope of Preference & Condltions

Lowsiana

Y1k

Tem

Cactizh

Miscelluncous

Sneel

Treaed wanwnd

Oy

Dmicane
j.'u-::ld uLis
$a

Rodecs wrxl
liveslerk mluney

Lismespeoted 28 wild caulish wheoh dic
rriessed i Towisiama bul growm alode ol
l.omsiara prvided fhe cost ot the
domesticated o wild caiFish which are
prowessed guzzde of Liayisiana daes e
gnuoed Ly rere than 7% édues 1t liave s
lweer Ead prices

hluier:ws. supplics, prodects, provs ., ur

=ipuipment produced, manutacared, or

aiscinbbed in Lsnnsianain which die

ful lvinmg eondingns are mer:

<= The cost vl sael iwema ducs nua excred
Clhe coed ol ither ifems bisice the stale by
mare 1han 10% 4§ ducs have b Bawer bid
price]

oo The vendol uf such Louisiand flem agrees
i sel | he iceins al the <ame prices as the
boowest Bid olfepsd

Sieel milled in chis stale prowided the case o

ther stel rxlled 1o bl sMate does o sxced

by mare |han I Joes nnl Fave 4o lowee
bid price).

The abunve profcrence language $oec i

Apply b Incaled wosed oles ur piling

Frederence shall nod apply 1 Lauiseano

products whysse source is clay which is

mined arcrigindies it dpwsiang and whick

1: mManacimed, priceseed or refied e

Lowisiana bef sale as an espaaded cluy

dgursgale ferm ditterent tham i orginal

sibte. This emceptnn from prefetense dies

not apply 6> brizks manulasiuced n

1 puisiana.

Praferevice for produces manufactund

anywheee o the [nited Siate:. Ths

prefencnees applies i1 Lowisiona produer
prefercnce Lakes place

In.state vendirs piveo peelerence over ol

el aiibe weradesrs prov ided wist des s

ccend by more than 3% B rodesss and

livimach shimae

uine

Yes

Tes

Fosiden:
Eiidder

Ees) Y plue
Fidder

*

Tithe 5 M B 5 A Slatute 1825-8 (£} Tl
Cirechar i the Bureaw of CGeneral Scevices
shull pwiard conmecis or purchases o -
atale budders or bk Lidders affering
cemmedities produced ef manwaciored in
the Scute i the price, spuclity, dvailabeliny
anc other Cactors nre equivalend.

Title S MR 5.4 Statmie [325-B %) n
ceterminang the bl valae bidder, 17e
[hirector i e Barsdo of Ceneri] Rerviods

-

@



State

Recharacal
Law/Statine

Te Bid
Freference

Praference

Scape of Praference & Conditions

Maine

Tee

Ty

Bt Walue
Bidder

ar any ceparment of agency ot the Stats
shall, far the purpuse of pearding

eirleach, add 6 pevcent increase on the bid of
a nen-resident bidder equal fu1he percent, i
any, oF cle prefrrence give oo that bidder in
che atae in Which the Liddee residos,

Warvland

Vs

ey

Fgejdan
Budder

An agency may give o prelerepce to the
nesident bidder wha is A respansille hidder
and submizg the Inwest resporsive bid t0 a
competitee scaled bidding jrecesc: and
Alaes nor cunllic with a federal law ar gram
Affceliong the progyrentenl cuniract,

MSagsachwalis

T

Tes

Kesiden:
Ridd:r

All things being cquatl, the Sreac way pive 4
preference o goods and cupplies first
miprlastuned aaxl sa1d in e
Commonucalth, ond then mangdact ared
and sold dumesiically. W assign not
PRICENL uiklzr Bhis siaiune.

Michigan

e

I [{]

bd:chipan
Based Firms

Prandinp

Eesident
Tidder

L]

A preferenie i given e prsduccs
mannbaetured or services offered by
“ichigan basel firms if all ather thinges are
equal and of ool ingensistent with federal
Hulwie.

STATE PRINTING LAW, PITBLIC Ar T
155 of 1937 (ML 24.62) Al printing for
che Seare al Michigan, cxeept thue which is
primed fur primary sclivo | ddricis, loeal
govetimend onits and degal publicaurs fey
cloctive state offivers, must B prinwed m
."rf.il:h'.g.‘ll‘l

A reciprocal proferenee oo Michigan
Bustness apminst an aug=nf-shice Lusine sz i
alliwed for purclewes: exceeding £ 100,000
and 1" nor jneondast=p with Foderal
shnees. Ueder this prowision, o Michigan
hidder iz preterrsd in the came manmer in
which the Qui-c Eslale bidder would be
preferrsd in ins bome staze. T clam
prelerence o bidder nug g being &
Michgan bcjpest and snpst A hotae ihe

Do pariment of Treasury o rekeuse
infornsaLinm necessay o verity the
emitlomen A husineds thal purpose fully or
willfally submils o Celse cer Ficativon i
guilly w:fu leleny, punithable by a fine of
mo lozs than $35,000. (See MOL 1E.1268)

Minnesilz

g

All-erzam
vrehicles

Eruall
Busiriessess

Al all-terrain vebicles puichased by (he
FOMRICEENINCT of RAMIFL (Esaurors | st be
mwn U EsLmed inthe ataty of Minkcssiz

Fur speecilied pords or servcer, may annpd
UR T % profertac W langsed group small
Lusinesses and veleran-owncd snial|

-

L._‘F

55)

-



State Reciprocal Tie Bid Prefercnce Scope of Preference & Conditions
LawfStatute | Preference
Small Businesse, dnd muy award up o &% 10
Huwsincwic: sl | Buginesacs localed in conomicalls
disedvamaged arca. Applees o Sevially
Disadvantagad Small Businesscs.
(% [THT S NETEY + Minnessa Depr. of Emplavmacet and
Service Feonznnie e velipment camificd providers
Frevithers drd Mintiesata Dept. of Eluman Servces
Minnesela Ten e Kevnsed providers respand ing e a
solivieatiun lur smilorin] seraecs. discumen)
imaging servives, decuineat alncdiling
services, ardl rail gelloting. and serting
services atg eligible fio 2 6% prelference
Papsr Swch o % heneves practicable, public ontities chall
Printing purchase pager which has boen e on
paper mechine localed in Mingesma
TP— * In the fi:l1in|,',_|:lfjrub|i|.' cl:-n.'.lrln..'lim
{ntraciorg cord racks, prercecrce shall he BI¥LN b
C REArrian Pl seakraclors
= In construcfiann of any bulding, highsay,
{ emscraction read. Pridpe, of ocler |1|.||'.||i|.' werk. or
Malcrials improvemem by the S1a1e o1 any of its
pohitical subdisiseens o0 munic ippalicies, enby
mancrials ofwn, pmoiced, prepaced, mads
ood-we wanafzeturgd within ok Sare shonhil
b Lised.
Mississippi M Yes Commidilips | " S0 ER_‘-'iE." mianu 2EHiring cospay will a
Ciriawm . Fackery in Lhe siale and with owver 510
Fracessed ar empluyees working inthe Slate shall quwe
Ylarnu Facgured preferenies over any ather foreige company
where buth price and gualiny are tie sire,
* Whenevor econamically feasible. cacsh swig
Inuuskrizs for JEEEY 15 regquired In prrchass products
the Elind munuiactured or sofd by the Migsizsipp
Didusicics fer ethe Blind
Rosichent = In lewing of pekle contracts. preference
P shall ke grven 1o reslent omifacoel sver
ounresicen] grnerad s
+ Fnlule 3070 - Fn making purchases. the
cnmmissianer of ad ministration at iy
Aeerd ol Ehe atace with purshasing poswer
thall give pretorence te all compecdilics and
Tangible persenal preperty manuficered.
mined. produced. priocessel, or gresn
wiihin the S1gbe of \issown io all pew
hlisezuri Ty Yo Miagar. gLreralion prregEsing ennies defingd in
Pl acte Section 14K 432, excepl new 0 aecaduen
and Firrma provessing entslies Ml own of cqegale

rericw able fuel production fasilny or17ul
priluce repesable fusl arml 4 all
crmpanier. diing husinass a5 Mizsowi
Firms, vl tations ur individuals, when
qualits is egqual or beter and delivered price




State

Reciprocal
Law/Statute

Tie Bid
Preference

Preference

Scope of Preference & Condit[ons

Miszoumi

ek

Yes

Sizsoun
Produce
ardl Frrms

Her-ice
Thasahed
Weterdne

Mok L
reAnezations |
Fax The Rlind

Miszmiri
{"alciom
Inigative

Fesident
Bidd=r

Coal

L rutyd Snotes
Frenlygis

is the xame or Jess. ?‘:-ru-'.'ll prefereree mar be
giver whenever competing beds, i their
entircoy, are somparable.
“Conunadities” shall inclmle any foresr
prodl wats ibad has been procesaed oo
ctherwise heal waline alcled 40 in ‘o thos svace
Statute A A4 —In letling conlrsels o
thie parforaancs of any job or eerviees, 2l
pencies deparmienls, i1 ytions. and
ather emctics af they Stale and af eack
political subdivision of this $ate ehal give
Bi |.'u:-il1[ bomws prr{cwru;\c 10 38 veee
dlisybled voreran busimesses doing business
a5 @ Mussuwet fimin, corpomsion, or
imndivadual. or w hich maintain 2 Missan
ulliew wr ploce ol bysingss The goal is nu
r& uaterl arnd the prosvsisns af rhis
subscenion shall nel apply if there arc mr for
insufficient Lads nr propochl rubmimed 1w
the public enfaties islsd ghoye,
Staivte MI85T - When making punchases
Tor the SEale, i povernental aeencics o
polineal suladivesions, the cemmizsaones of
admimeziration shall give bidduy prelerence
cansisting ¢ ten prand bonug oo bl for
produciz and seovices Magnlaiurad,
preduced or assembled inogualined
nenpru it prgomiEdions for the bl
Seanwre 34375 E The purchasng suent far
amy gevcrinwnfal gntity 1hd puechascs fuomd
sk beveraees b he processed o served na
bulldinmg or mxam awned or operated by such
gecmnicnial =ntigy shapl pive peelerence 1o
Toud: and hevetnges thar corain a higher
covel of calvigm 1han prsducts of the xame
Crpe arnd nutritivonal gueality, and ey gul b oot
Lowies i piescs chank preslucts of he saine
Trpe and nuisiteenal quality
Statu by MHAFYSL Lo etling com -aers g the
pErinmmarace A any ub or serice,
prefersmer chall be given o all Missouri
resident hidilers,
Etarule ALUEAT Stare of Misscun
psriunicns profer=mce 1o cudd mined in
[t FEPAETR
* Satule 34 3511 Purchase or lease only
povnde oF commeditges manufactunsd ar
prcdiced snothe Unined Stapes.




Chite

Law/Statyte

Reciprocal

Tie Bid
Preference

Preference

Scope of Preference & Condltlons

aAizsmunri

Ldonlaies

Ver

N

Mot lur-prodit
[l eAaneaneing

Stadmle DR DS5 D Fee allice crnéracts ehall
me waarded rouell o wempeitine idding
PECGTEs Wil prionty piven B ofganizane s
Lhal are @xerips Trom raxatior. usder Seciam
SR XM on 1k wath gpecl

ennside EIkinn fo o rean2aLon, arml entiliee
b2 roie et ar least 75", ol rer Privgeds
clearilable argini satkne.

Yes
Jnease ofa
Li= bad,
prelercce
must he p1ven
la the hidder.
1 any
oflenng
ATeniaan
rade
rrodugts o
sapphies.

Eiokdy and
Cohstrusunn

Yending
lizci g
1 l:nd Persans

R{::ipn:lc-al prt-r-tlcnuu 1% n.]1'1|i=-;| 10 lowesl
rezpans ble Ridder ohiy Tor gonds aed
wrhiabraclivb vontrasts gipual i allica
Pidders in stale preference 21%-1-102
MO A}

Slate praperiy fof use as 2 vending 1acilitr.
predereie: is tiven s hlind persons.

Helw-ashe

s

e

Hesidam
Ridder

Feviulent

[rzabled

wrherin,
Enterprise zeane

Hlue] Fersons

Statuee THIDL A residont bidder shall be
allurwecd a prefere poae apding @ o= eadenl
fearn astale which pive: or requines
preferenee b1 hidders fren tha slale, The
preterence shali be cqual 1o she preleren; e
given or required by the st of the .

tes: et bidders, W hese the Sasest !

resprrkible id frem aocaident bulder s
woual = alf respests o ond fiec:amn a2 nan-
resident hidder fronn o suate which has no
prefererae [3w, the resident bidder shall he
awarded Ihe copleact.

Statute T3 10T When a slale conracl is 1o
e awearded 1u The kewest neponsibbe Badde .
& resident disabled weberan or a business
Tocaled in o desigraned BRpRIPTiSe A
uikder 6 Ehlerpress Zene Aot dhall be
alkaswed 3 prefilchod wees oy nthee residerd
of tanresedenit budder (Fall ciber fucters are
coutitl

statute 7L Frocity chal be given w
hlird persons will respeal b vending
Eacilitics in any #ute cwned builditg or 2ny
Jroeperny eciied ur ciontrolled by the sate.

evnda

Tuu

T

Resident
Bsldis

MRS 313 Inverse prefel cace imred
o0 verlain Bidders resident rauside 1he S1ate
of Mevada) oas iepralvl dunng 2004
lepnslzhve session.




Tie B

Reciprocal
Slate Liwe f:tatmE Preference | Preference Scope of Preference & Conditions
» WRE BT and MRS 3118 1446
Frolerence iven to pomtracny: with 1 Siate
) b Mevada Cartifican of Elghilice rwver
Ttwudls Ten Yes Certificane ar snleacier withewal a cermn fisdic. Pretetence
Eligibal e, sy agplics oo bicls catimaied mver
5% L5020 aned used fer ranking pPUTress o
dedennuie e lowest biddger
In 1h::';m Me athsr inluration avadahle.
ol 3 Lie hicl.
Ther Lig pags 10
e inslgle
i hidder [ino .
Hampshire o insllg fre Bad
hidd=r ihe
winner will
he
delerminsd
o e 2ol
B NIEA ST e W, LA, ITN -
213 Reciprecal law apples i the Blale fix
Lonuhisd inies arnd serveces 1 hes Thipeghr
nen v _ shall apply on u ruciprn-f:nt batis dginst A
Toren et My Rrsidunt OMEt:E-atdb: hulder any in-saie prefecence
. Hidder Whotbog applieg 1w loviar ol clat bidder E»
the St or lovahity jn which the lidder
maitong ks primeipa place of business.
= Slagule 13-1-21 Mow Mexica law privaides
serlain sy prefers nces 1o resicent
Fusipesees, resident veleran besingsse: .
Few Ve s bl residerd 1.:l.'lr'|||.-:||:[-|:-n arl rut.il:lul:l: wrherdn
Wexira Ihdder cnn1.'m:t}frs as well w2 b reeagled u;qnt{.:nt
nods. These preferences must be applicd
in FepEand o invitatan lue kids apd request
lur propusals o acoordance with stamne i
detemiining e lowest hdder o ndfienr,
* Upadir the Conmabus Prggure1ienl ¢l of
'R and Amichd menis ol THM | pos
Grclivn 1656 2= ol the State Fliance
Lask b che eMTice ol Lieneral Rervices mas
denn b o wped ey plicemenl o hideers
thea would cAherwise vlnar iF their
""'-li."-'- Yoo Ty Prinuipal Place | prmeipal plaze o husness is locsted n a
Yok al Buaiiess juriadiction that penelises Mew Yook Stabe

vendod: sk 1T 1be ponds or services affered
will e subistaninally aroduced < perBrrmed
aulzide Mew Yark Sae. Thede sanchions
may 26 widived when i is delermaned 1o he
ir the hest incercst of Rew York S22 1o G
o,




5tate

Reclprocal
Lawy/ Statute

Tie B
Preferenoe

Preference

Scope o Preference & Condithons

My
Tk

Wes

Agneuliural
Eroduets

Recveled
Prodyci
iM%

AgLondary
FProduct
4

» Freference applics wo State Tor purehane of
food produuts. the vss il components of
which dre grown, prslnced ar harvedted in
how Yark ot wherg the provessing Eavalily
is locaied wl boew Yotk The Cammizsioncr
M Cieniceal Bemvices assistad by te
Conrmmizsicer vl Apric aliuee and Marceis
deterttune the percemage of cach fnd
pruduct nr slass which must nseer 1hese
tequircTnents.

# Twr iop pcdicy fir rocycled peaducis:
al prefergnce i5 applicd for & recy cled
sabirlemt provdunet wichuud Tegabd 10 ke
prevduct's origin;

b) A n addiciznal prefarces inay he prantod
1Fud least 0% ol the sceceadary matenals
utilized n manufacione uf1hae

vl ] Bre pgoncraced rmam the wasic Srean)
in My ork: Slare.

Pl
Carilina

burth
Takvda

s

g

Residen
Hidder

Eseniptions
Emeraencies

M-
SR e
ldd ing;

+ Fosr the purpnse only of deteraueiny the fow
biddar cin all canmmacts far squipinent,
maternals, sopplics. and services valieed ovor
Bad 0N, a peseeal of increase shall ke
added 103 hid of & nioneresydend bidder that
i5 cqual b he pereenl f ingregse. IF Ny,
ihiig 1he cane in which the bidd=ris a
resident adds o bicls JAim bidders who du
not reside in clar staee

= A reciprowal preferonce shall mes) be peed
when pHXURMens are heing mads usder
G.5 140535} and 13,5, T43-57.

o Kxecutive Cdrder ®#54) - Preferernce js
applied v s an geeds |1n|}l submined by
karh Canding sendors., (Ethe bewest bid
1T m a resident senchar 45 swichin $100000 ar
wilhin 5% f the luwesd hid the rezidceAe
biddel naay op o match the Tewest price
und recejve the hid award.

Yo

Yroe
T hid
preferer:
Flal be givem
ta bids

| FEeprgals

suhrmiHed hy
Miwrdh Dakaaa
TendisEs.

LiengTal
Inlarmaziam

Residem
Bidder

* RBewiprocal prefereace [aw applics 1o 1he
Difice of Munagement and Budgst, ey
olher statz entity, and the goveming lods of
any policical subdivision when purchasing
any gonds. cqwipmenn, and comtractimg I
b il ar rzpair any bualcng, stmciure, #rad
ur nthar ezl propemy. and prolessiunal
services (rel. MDoC 0. § 4908411 5,

* A resident” Nerh Dakena Bidder, ofleror.
seller aor wonachs s one who has
mainzaincd a bana tide place of business
within Mo Iv Drakaca for an lezst arie yeur
pricr to the date on which a confrugl was
awimled iref. M.DLCLC. § 43-08-112 ).
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State

Aeciprocal
Law/ 51 xtute

Tie Bud
Preference

Preference

Scopa of Freference & Cond fichs

worh
Dakarn

ey

T s

11 1ie rermaang,
pre lorence
musl he riven
14 appraved
weendiars. oin
Slale Brdders
Lina

spal

Hizhway

Canslruchin

I-cod Pruducers
Al Erriscesnars

Susiainu kit
Frelerphie
MFroducls

Reoplad
T*rocects

Prln‘.inﬂ

* MDA &S M cequires ar lenst

* Blore agetcicn anl institycions must comply
with MO | 4805020 whichs
detcrlats loaw b apply preBerence Gor '
bidders swpplsing enal mired i Marth
Lrakury.

* M INCC § 25060 Tequires contracts Eor

lnighwway comsirpciion stab+s tw e awardel

1o Monh Dubola poifvibe waek coners.

s e ref. N L g 444301

Tuning the 203 legisfative seacion. Senale

Coweurrent Resolytion Mg, 418 was

padued which urges alf publicly supported

volities thal purchase food o suppun ot

Droboad preducess andd processors by

purchasing Bead producls groswn ur premduces

and paciesaed im Moh Dakoty,

* M ILCCL g SH43.4-07 encowrages the
Qiffice of dManageinent and Budger.
instivaliors <f higleer edveuiean, stom
PRCACIES ANC 1St jons oo purchase
crvitorme ntally preterable prodocts. Where
practicable, hig bazed prodicts amd soylean
hused ink slbauld be apesified. The ¢ AR
of Masageireng and Budger, in cwsrdinatinn
with Siai= Board of Higleer Education, shulk
vevekep puidelines fm o liimhased
procurement progrenl, Boqueres thal where
praceigahle, specifications for purchasing
newsprnt priniag sedaces shaulé specify
Lhe veze ol seve lwsan Lasecl ink

2 the gzl volume of paper ane paper
prroabiects purchased for Slale apencies ond
INSELIHGNS FONtain af last 5% reevcled
inaleriul

NN § 4§32-[ 8 requires that of
Mraciihle, all Aule, conniy, and fakes
political suhdivision public ginting, harcling
and blank Inwik munyiaciunng. Alanks

nnd princed statianery muss be avwarded oo
residzn Monh Db Hdder Qeee
l=weription of Morth Duxots Biddet o
section above]. See nlsn MDA, §4-12-
1441,

b

B
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Reci
State u&;ﬂf Pr::f:riljce Preferange Scape of Preference & Cond |1 hens
Lomkesnc = 19ral, gansider donsestic products s delined
Produsts nnder federzl By Awcraca lawerules
- = The prelerence enly applics 1 puicliases of
S::n-'ictkl supplies, seraces ard imlorudlion
Inii:lrnmti.r;n technology l:h_a1 usd the lweitation 4o Bid and
Technolapy Reverse Ancticn preacsses, Sat mandagery
lrr Bequest Far Proposals.
Readenl # ‘T3 qualily for 1he pr-:ti_:r:m:_t. the
Bl Bulder muer be an "Oilvio"” bdeer; 1t
ey eflenng pradues preduced, raised. growa or
manwlacivred i Chio ur 23 has sipnitigant
CRiin ecancmic preseme - puys taxes,
regisbered with ik Olou Secaetary o Sate
and has [0 or mage or 75% ot werktaren
hecaced e Chhio.
Lo Tix P {ntamuction - Hﬂ:ipmca| p"r{\-rEnceg ary given 1a
Erinted Goods Lonstistion el printed gonds
= Mingd preducts must be mined 0 Ohio g
Mined Froduwcis qualify ing berder sraves.
. = Harder siate bydders are realed an Lhe same
Bharde Slaten level ay Dhio hidders pravided the korder
slafe dres nat ppply & prefctence Bward
Dhig Edders Currently, fdiuna (aacepl
mmned prowlings). Pennsylvannd, kentucky,
Shich i|_2i|l'|. and Mew Vil ane ruf.'v::-]:_'n'iz\-e;;l F 1
birder sentes with the e veptian 2f Stale of
Shichipan Kar poacing.
Velaran's = A preterencs applicd 10 all bad4, reguess tar
Pr-;'f¢r¢nr:,.¢ Traposals, and Fevél e duulwens Wil ol
co: b compnunced wilh the 5 By Uho o
i 1 state preferic.
Fasreen Hed |« Preforence to suppliers at wadd pooducts
Codan Iitiative [ roade Troem ar products many Gbored
wlilising mafe—als from frecs harvesied o
Clklhoma i F price for ke posducts and
maierials are pod subarantially higher thun
e price Tor acher wacd pposd wels, amid
miaterials. 74 (0.% £5 4410
SheHered * Pl:':fﬂrl:n;.'l: ia given o "Oklahama Shelicred
Oklhoma Y g Wik s 'l:"-crrksh:b]-s ﬁ:ur_ the severely handicappad®
Far cefdain ﬂ{:E-Jgnuind ceniracls.
Corectanal | # 1"relerence i piven so 'Ok laoma
Tuduntrems Casrectianal rd ystrig:.” for certuin
des pnated curiracis
- = In awd [d iow counacls B the per e ance
Tlizshled of any job or irvice, all apmngies,
Yeteran departtnents, inglitutions dred her cotines

o the Saate anil each political subdivison i
the Stde shel, give o 3 poant bongs
pr-l:f:r-:m:r L S8 e dikablel vereran
businesscs doang bysiness a5 an T lehuma




State

Reciprocal
Law/Statute

Tie BH
Prafersmet

Freferance

1
Scope of Preference & Canditions

Crkiahbenig

Wes

Hexiderd
{enircrors

C¢ hsinactpn
Lahar and
Maierials

Firmn, corpanations aF individuals, ot which
moindan Cklahoma offices ar places of

T PN

Preficmer given 1o nanerials produped i
Lk lahoima arel contckse1iom ¢ eniractor:
dorniciled i €1k [abima For conney Fuos izl
CurisirucTece wiork. 19 00S 7EY

1w isiom én gomras reguiring e ploy et
o {Iklabuna lahor and materels iCavalzklg
ard qualdy meeds slandinls available funn
unl nfslaie supplicrs and can be procured at
av greater capense than the vame qualiy of
Fabor o1 manerial Irom JHurside COklahoma for
copaLCtion or repair ol stare 8 Hurions
MuEsbant i Section 51 of Arhcle X of the
State Uonstitetion, &1 Q0.5 &

Broe isiors m cant rAc! Reguting empoynecrt
of Oklaharra [aber and nmtenals iT availalile
and gualiy mees ardards available fein
»ut ol stale supplicrs and can b [hircured al
ru kredier exTelise than the came quality of
-abur ur maleTial fomoanside Chlabwana dor
comsinction of sepr of g8t inetbions
Pursaant 10 Scctiom 33 of Artivle X oFche
State Colstitulion 6l Q5 M)

Uregon

LE LS

Tz

Printing
ualitied
Rehabilitatien
Facilirizs
1ILIEFI

Hesden
RHiclclers

Interecaue
Priference

Kecycle
malerilk

Meivr'phle
Fard ¥ervice
IFrisdjic 15

Cionds
Pur; hased [p b
Reclalale i
Krwsahle

Al puhlis prenting. incluling license jplater,
shall he perfonned wihin the State.

All Seate and Lecal Lanbacting Agencees
shall purchass gl and servives of
Drizahlesd [rdividuals wish eligible (RF s
Al siane and local comiracting apeim s shall
kive preference oo Dn skate sfTeners of ther
offiers are the samic &5 nonrestdeal uffiomrs,
MEstate and local fontracting gyeens ivs shall
&0 3 percent increaze wothe Bid ol a
nenresidend hidger =gual 10 1he Pofcenf
BNy, =1 the preference gieen 1o the bidder in
W5 stale UF ceaid g e,

AN Sizie and local conimacning ape ncics
sha | preder poous cenlified to b
narmfactired fom recyveled marerials.
BMarc contracting apcieien are rgquined 1o
purchass recyelphle ur Biadezradable foed
services supples 1 fead packaging

Mrwd ey .

Al EaE0e o docal comraciing agenc ies
shhall ¢Hawne poods purchused oee recyelahle
or feusable o maxirnur exient
economically asite.




. Tie Bid

Recipracal
State Law/Statute | Preference Prefarence cope of Preference & Conditlons
s _ w A Saie and local colmmoling agsnries.
mlsnreeel
Servizes s dm::lnil.'l'ﬁt-t 1hat Pricurmt af
service will cos1 leas than performing
SECVIOE Of [hah teerfomman g service is e
Teasille.
negur Yar Yes [sadvarmapen | = 2rae mnd baon! contraching agenvivs ey
Mo e mpp-:lrl_i_ﬁinnah'rc aclien poals by linzining
L'rr:.'uups- coim petitiom foF puhlic contraes o cosr
THeubled FNHE ae [aws i <l vaninged O g ity
¥ e £ vl MR Of Iay Zova a prefEronee ik atanding
Eiinessis public coalracts W business wwned by
disnbled velerany.
* Reoiprocel Law Tintiatons 4c1 applies 26
Eocxident e frocurgment of cupphics inoxcess of
Miidders 510,003 T requices e applicistinn o a
predarence 4 pesident bidders agains
bidders ik alates Wat give prei-ermee o
resiclent hidders in an egual percentags
* Aoy beating systen insalled inoa
Lo Conmreenwealite owened [3eibiy by Euzled by
cei| producsd by Bewnsylviama miness or ane
mlure il spnche i denved, inwhale g
part, [am codl preduced in Penne pivania
. . - muine s niess e Secretary ol General
Peirsvlvania ey Y Services rxcnipts the heating sy elcan G
iz Acebased wpon enumerared excmplions.
Eriyeleg & The Camrtonwealth will pravide prefurence
{omten| Bz amy hidder who meets thae mininamm
reae Iy 2ot pescentaye eaahlizhed in ok
hid,
uator ¥elicle | o 810 pevernment agenvies required o
Frocuremeznd purclise cnly ponst vehicies mangfactared
i Murth Ameticd o & suhstanlial majorily
ufthe prinzipal compuonent ax secembled
antw 2he final product in aw assembly plonc o
St America.
Rhsrle IsTansd W Ty Mn * Mz viher indorcation avatable.
South Carclina | preference ta veidu selling South
Eno E;'ﬂdu':“ ¢amlina ar Lnited States ond preducls.
-.
L5 eind * Tir Quali?y for resident bidadt preferamce,
produst 2% hidder must maniain an of32e inhe @an.
R side
Saurh Mo Yo CRMETSlar * Ta yualily, the resident sulecontracion s
Candina ", muet the fnllowing roquiremends al 1he Linw
af hid inbission
Re<dan 1Hhave docuibenied omm imLese from g
ciah M [ single propased First el suleoniracenr -0
el g periarm same partion af e serv s
expressiy requiced by the solicitazioe. and




State

Reclprocal
Law/Statute

Tie Bid
Preferense

Preference

Scope of Preference & Conditions

“ruth
{aolima

Y eE

In state
prefereree dues
redd apply b Lhe
Frlkrwing eims

listed re dhe
right oof 1l
il drinn:

21 ot direcly employ, of have a

derumenled conmuabikenl with, indisiduzls

ikwmicvied in Sowch Carelima that wil|

PETILTIT SETVICCS capressly required by sl

#icitarior and noral dinsel Takssr cisse b che

subcantracenr fof andividuals 1 provide

thnse sereacds excends, as applicubic, either

20 Ber 0 2% preference ar 40P af biddet

fulal bid price for o 4% pre ferenc e,

1T A cingle umin of ar nem with a prece in

cxrers of S50 MK,

FIa sngle awatd with a intal pocertal
raluc in cxcess ol B3] CyHI;

JrAacouisims of moke vehisles:

4} Curstruction, swpplics at scrvices relaged
ik cunsiructinn:

I empenuve sqled plopasals: znd

&) Prcuremnencs, valwed 91 % 10,000 nr Ipss,

Suuth
Laaku|=

Tes

'

(irde
Milk
Provessivs
el

e

Qunlificd
Apency

Hxzidenl
Ausines=

Kesslen
g plics
services

SIVCL S-12AZ4 Any milk proceasior
lcnwd pumsaans 10 § 39-6-7. Liclclimg any
milk of tulk product onder & cognpet:tivs
bid tondrzt shall neceies dhe bad contrace i
ther puncexsar™s bidl is &4l 16 0f wathin $%
or le2s of any ather bidder whu is nnt
hiensel prmcessnr

SDMCL 5-IKA-25 Proferonces oy vertamn

resident businesses, qualified agencies ang

busiocaacs wsing South Dakos supphes o1

serveces. Incwaarding a conoract, 12 all

thergs are equal including e price apd
yuielity. it purchasing sgency shall phve
preforencs

o Teuagualified agency of the nther cygual
low bl or proposal way sebmited by a
buziness shat was ned 2 qunlified
agency .

S Toarewwsent husiness i 71be alher eyual
kxw Rid o propeisal vas submibted by g
raehrdydent business, Tu a residenr
iharufactyres i he edbor egual low i
o priopersal was suboniled by g residen
lnusincss thal i md 2 mzno faciorer

a0 o resadent busingss whose
Primpz| flace of Basiness is Incnied iy
the &are oF Snuth R kda, iof the oiber
equal bow Eid o7 propuso] was
submitiedd by 3 redident Business whese
principal place of husiness o ma
Inented in the Soawe of Seqch D koca;

v Toasoeesident business prowiding or
wtilizing supplies of semvicss daurd in
Zouth Dakida, iThe eier equal Bew i




State

Aecipracal
Law/Statie

Tie Bid
Freference

Preference

Scopre of Preference & Conditions

Louth
[ WH] TEH |

Tee

Transpartalion

Kesidem
Bidder

r nF proposal wis sl nyioed by a
meanresigent busine sy ool praveing or
||:|'I.'r.ing bupp]i\ti v services losimnd in
Sourh Dlakuola,

£ In<arnpuling price | Lthe cost of
TRANE fFaralven W any, |nr|1||jir|g
dielivery. shall b= considered.

= 51841 of Sralure

A residant hidder alal | e afluwed a
prelemrce a0 cofttuct agaims the hid of
1Ly biddee foam any ulgr skale ar furcign
Frovamee that @nfoeces ar has 3 preference
fa~ resddent biddees. he prolerence gives m
tha resident bidder shall e gqual o 1he
preference m the 1 e sdig of Errsign
i inc

Tenngrz=s

Yeg

Yes

higai

1l

Satural
Chas

= TAZaA, 13-3-80% ¢ 810 All departmenis.

Agencies. inslincions of state povesmment gnd
public cducation wsdiutions which porlase
meal. mear faod products aor meie hy-
products (as dedined an § $37-202 3 willy s1aie
funds shall give predeence 1o produccs
[ozged within the bovndaries of this atare

¥ il dweard-ng condrachks of BRreciments fir
the putchase of such meac or swew prisd-acts,
a0 kg as 1he lams. conditous akl guahn
assescizled with the in-stane prodscers
prizpsicls are equa? 1o ke olazinible from
mredncers lecmted eleocwher:.

+ T.C AL L23<R1 1 ™pmwilhstandiig any
pravizicn of law te the
camirary, all scate agencics. depaitiments,
baardy, cammuisserns, instittians,
inshityiung aF higher cducanon, schoo™s ard
all ckher skice endities shalt purchasy ooal
mined inthe State af Tenncasee iF such coal
is awitilable ac 3 detivered prce whichic
cq.1al b or less than codl iniiwed owiside |he
Fuare aof Teanesws,

e 1A L2812 M withstanding Lo
proveision al law o the conirary, al| stane
agencics, deparhnenl:, boards,
COMMIRSRM:. (M50 [, inshiwlinng ol
higher edugadinm, choals, and 20l niher e
enbiligs shall purclvase saaral gas prodwczd
frown wede logaled i che Srare of Tenmgssoe
H sweh gits i3 envealable 2l a price wluich is
equil oo of less than nater] gas produced
from wells lveaed opside Qe Stace of
Ternasser, with transparkmuen cou o
agcanni

i+l



Praference

Scope of Preference & Conditions

Focaidiri
Biddey

Agricultural
Priwduigee

Lervices

* Goods produced in Tennesses or offered b;_
Tennesser Ridders shall egually he given
P edes cowe e Uae cost b the #ate und quality
are equal.

* oy ltcal puodests grow in Tenneseee

shall be given fieit preference and
aprivuloucal puoduc oifersd by Tanne e
hidders shall he given secempd preference, if
cast b the State and quality are cqueal.

All d:puﬂm:nrs and agencies pm;ql[ing
services sllall proc preference do services
uitered 1y 3 Teonessee hidder jf sepeice
EEQUAre MEMES Are =k and st ol serice
dioes tial eaceed costosl si mplar <erkies ren
ofcoed by o Tenne=wseg hidder,

Heiikrnl
Hidder

Azrculiural
Prod s
Texas

Agriculmral
Tresducta
Timined Sianes

{ nsylinmre

= Texas 3inule nT1he Ghereiment (Cade,
{hapler 2232.003, stakes thal if the low
hidd=r is from 2 -fale diat erants 2 percem
prefereiwt 10 ke v in stat= hidders. the
Tezxas agency roust sdd he swone perent of
preterence oo thal bidder' s price when
evalmating the hid. Treferences do et apoi
in the involweinent of federal funds.
& Preferencg intie hids GaT gissds and
apriculournl produces prisd uced or grown in
Tesac, of »ffered by Teaas hiddere inat are
of equal cost and qualimy 1o alher skales o
the Tridd Sanes.
Fredercioce in e laisls for genads and
ggricullural pusducts triam ather states of che
Lnited States over r-:‘:-rzi:h'n ez and
nerieul lurel prcduns thal are o wiqual vae
ard qual ity .
It ceher comsideraus agqual, preference is
ETen te 3 conswlnt whase pnnepal placs
aF bwsinzss i in Texas or whe will manage
che coneragt wlwe b from an affice 1n Texas

State Reciprocal Tie Hid
Law/Statute | Freference
Tetunesser es KT
Tosas s e
L.%iLh e, el

Resident
Tidder

= Tooger reviprocal precerence che 1iah

weridor must claim preferene in the bid ad
ke within che agpicahble preference
rerceninge oF O 10w es) respaomst e out of
siate hidder who ia entitled 10 a preference i
hewher siate o alie V'tah vender has 712
hurs b corsnt b wniling ke mees che price
ul'the lerwes! recpan-ihle our of sere Bidder
which has an w0 state pucference luw,




Tle Bid
Preference

Praferance

Scope of Preference & Canditions

au

Resident
Ridder

+ All oLher consideratisgs being equal,
prefercnce wiil be given 10 resident bidders
&L the Xaty andqor 10 praducts cased ar
imnuiaehired inthe slaie, and then b
hdders who iave practices that pronsse
clean enerpy ond address clung g Change
(Exeounive Ordet 4i5-16]

State Reciprocal
Law/Statlute
Wermiord ean
Wirpime Tia

Tes

in 1he easc o0
iLtie bid
preferenc
shal! he siven
Lo s
produced
WiIrginme
000 LT
RECVIRCE §of
sunstructiom
previded by
WirgInia
|1-=r:-.-u-n.-:._
EiTmK. br
CUrpRIrT Hims,
vlherw)ss, he
lig shall be
decided by
drawinyg lurs.

E.csident
Bidder

ey oled
Crnlvel

Fenubanl
Hdder

= Righple 214324,

A, Whepever the ket respansive and
responsible bidder s a resident of any wiher
gtate and such s under 115 Jaws allows o
resident Conpaciur of thil sEace b percenfape
preference, & ke prelerenee shall e
ollawed 1o the lvwe f Frsponsive and
resposnsikle Budder whe is @ eesident ol
Yirgamiz and is che nese lowest Likler 17
the luwest respancive amd respssnzible bidde
1 a resslemt SFony ailser stece and sich oace
undeT s Lo qllpws 3 Fesder controceor of
thad seate o price-nwdchine preference. A
like: preferenae shall be allowed o
respenal e and responsihle hidders who ae
=& sideni of ¥irganua, Hihe lowe: higdet s
a residesl conbracrar 4" a stote w Al abselue
preference, the e shall ned be cons:geed.
Tht [epartne ot al CGeneral Setyices shalb
past and ainlain an updaced list o s
website of wll states with a absclue
putlovcnce For their msident cantrackes and
those states thal pllew theie residen
WHIErAClon s @ perfentage preference,
el Lding the recpegtive pereentuge
aiwinzs. For purpases uf cumplimce with
this sectwn, all public bedies may rely wpon
the aczmracy oF the infiamnat wan o 1his
wehice

B sedwithstondiog the provisions of
subrechong A and [, i dhe case ol 3 e bid
In inflances hers poods &re being odered.
and eareting price prefereies have ol dy
Bk Laken inty aconunt, nrererence shall b
goven e the hadder whoss goads vanilain che
glEates] armuunl of recveied cancen.

C. Farthe praposes of fhis zection. a ¥irginia
ptson, Dine e carparalion thall be deeme=d
ta be & reciden ol WVirginin il such person,
firtn e cormperalinn hds Been nganesed
PurEnEnt o Yirginia law or maintains o
prineipal piace of business within W irgiia

&3



State

Raciprocal
Law/Statute

Tre Bid
Preferents

Freference

Scope of Freterence & Conditions

Yirpinia

21

s

Cpal

Fevweled
Paper ani
Traper Paodula

+ Starule 1.2-4325. Prefepence for ¥irgisia

coal used In slace Fagilities. [n delermiining
the weand af any coniragt for ccal 1o be
purzhbsed fur use in gate Fcilidics. the
Cepottmend ol Ceneral Services sluall
Prowowre using compesicive w£aled badding
and shall award to the Iowest evponsible
kidder 1 I'Terlng 2oal mired i ‘-'in_.-,,urri:. =3
long a5t bid prics 1y il mors than 4%
than the bel prce of the low fapuisive and
respotsible bidder offeriog coal mined

ol where,

Satute 22-40T6 Preferones fur ooy ded
paprer and poper pradects wed by i
afencies.

A o deteamining the gwerd of any comiract
for papet and paper produets o be purchassd
for use by agenciss of e Coarmonwealih,

The Lepaetiment of Coenersl Seryces shall

plorclrg using, eempcritive seabad bidding
dud wleall award to dhe Bpwest resprmsihle
badder offening red veled paper and paper
product of gualiiy suacatle for e porpaze
ingnded. 5o lome a5 he bid price 1= not mase
than {2m percent greater than the bid prive of
the 3wz reapoussave and respanzible bidder

offering 3 product than ies nat qualify ohder

subzacrign B

» B For purpases of thes seenon, reycled

paper und paper prodikls means any papsr
oF PR produess fikeling the FRa
Recommendzd Conterd Slandards a5
delingd in Al CF.R. Par 247

Washunetan

g

Ulaws IL Wars
Treagrams

Lrepaniment of
Comeclian:
Inmaie Werk

RCWe 1926251 Bahe sp0acis. The
regizlasn e, and departnierds shull parchass
for their vse all goods and senvises cegquared
that are prodused s prosiged mowhile o in
PAM [fam &las:s LEnmale wark prograots
veperdded bev the Deparemenl of Caetectiuns
throuph stabe winncraet.

R 1926 2%} Ane poison, Dirm, o
vegdilisation which makes sty bid i
provide any paods 0 Scavices B Ay Site
ageinx shall b= granied a preferace cver
othet badders i74] ) the grodds or zervice
have beonor will be produs ed o prwided
i1 whale or 10 par by @ inmale wark
privprar ol e Teparunent of Carestions.
ardl [2}an amelnt equal e 8 Jeast | 3% ol
the 1oty bl amonod has Been paid o wil | be
paid by the persen. fifml, or argani flion o
nriies A5 wapes. Pielererc: provided




Gtate

Reclprocal
Law/Statule

Tie Bl
Preference

Preference

Scope of Preference & Conditions

W ashinpdon

oo

sl

'Rﬂ.":':lm:l
daterul

Eleviranic
Croduces

Folvchlorinaled

Lphenyis

Marcury
TCmmponnds

wnder Wi scetion shall e equal vy 10% aff
el 1ocal bid amawunt,

+ WAL W30S Proforere sliall e

iven 1o the extenl of allowed by sotute 10

poods contasning cecye el mazerial as

orlined under BEW 19 20 255 pravidod
tht the punchasing, agency scis Forih in 193¢

Lammpe=litive sixlicitation 8 mihzmom percens

content of peeveled material that magt he

ceriufied by the praducer of the ponds be

qualily lor the prefel o,

BCW 19.26.265 Elecdronic preducis mbed

By the 1:lectromic Product Ensironme nepl

Axwewsinent Trol of carry the Restricticn of

tlazardnus Substunces verilivation ahel

will sereg s the hasis Bar applvmg the
clectmnic produst puschasing preference.

& BOOW 1926 780 Prefercnce lnr prehicis
and products i puckaguoy that does pod
cenlarn pelychborinaed boplieny s

+ BOW TL9S MM The Diepatimen of
Fncriuiie Services must pive priorny and
preference kethe purehase of cogwipmem,
supplics. and otber praducts taal comlan ne
mercur added compousds of components,
unlesa va) there 7o e eronaniically leacible
nen-merpury Fded phemalevs thad pedonmes
4 sini lar dungtion. ar it te prolust
cnnlaiming mercnry i: designed ve reduce
clectrvity conswm pleoa hy wi least 280%, and
thier= it m DN-METEUR: o [ower mercary
alernative available Thal saves the came o 4
Erealer amauni of electmorty ns dhe
gxg Nphed praducl.

Waslnitglan
£ 9

Tra

Ko

Einall Rysineys

BLesident
Bildder

Fesident
Buzincis

[ Lonsal Business

Lniemrise
Ememprse Fone

Tigadvardaped
Busimess

* Dstricl Codr I-218.43
ta) Inevaluaing bids ar propasals, agencies
sHall Avsocd mrelersneee ps Diollosws:
L. Botae vase of proposals. poins shall by
2oanled a5 Falhows
A, Three princs Far 2 small busingss
Gt r s,
B Five poims For o res ident-owwed
Teusiness;
. Frve poinis lor a longtimes resadent
busingss:
17 T poines. for 3 local busimess
eaterpiise,
E. Two poinc dor a Tocal business
crlerarsg wills is principal efice located
in an eniemzise Hone:
I v points oo & disudsancaged business
Cnlerprise.

)



The Bid

Reri
State La:- f;':;:e Prefsrance Preference trope of Frafeérence & Cond|tlons
Vereran Dhwmal i T'M.'l paiinLs fiar @ veteran-orened
E it imose h'llﬁ.l MES2 ErldTpm e .
11T punnes for a bvcal inanufaciuring
Maacal bLginuss ©ntorprise,
Manulacruring
Busticss £ dzthe case of hids, & percentage rodus don
it price shall he wranics as gelbows:
A T%n lor g smeall kasinoss FNCTPIIRG;
xmafl Businesa
E5 5% [or a regidemtsowmed hinsiness:
H.L'hl'ilﬂl“
themed W% A a kegglime= resident businegs:
ek . . RV 1T
“d;;lllg_lghm Wes Tt Tp;',‘-_l.:h:r:" I3, 2% Tor & liacal husirges enicrpi=e
Lucal Business E 2% o a loca? hisingss enlempoise wilh g
principal vifice lacated in an cnterprse
lowzal s ness .
X : Lone:
Pnlerprise 200 | p g e lisiadvnrdaped bisines:
Dizadvantugesl CRLCFR e
lusingss
(b A cornbed bugires muterpross shall e
. Certiljed cititl=el Brary ar all of div prelerences
Fusiness proaaded in this eeceen, bt inono case shall
Lnterprise e eerlied husiness ent=rprise be 2
preference of more than | 2 podinds ser a
reclcean in price nf mare [han 12 percen
« West Virginia code,§ 54.3.37
Fexiclamy = From an ind, jdual resident veadar wkis hgs
Edder resded 2o West Yirginia wrmtizunusly For
I.5% the:d yeams immedeatety preceding the data
thet: Lid wars submided . ar
= Trom 1 paricrzhin, association, sarparatesm
Besudent resident vendar, ar fmm a cocparation
Fanplavrien resident vendar which haz qm affiluate or
subeiidialy which emploes 2 miniinum 154)
e re<.denns and which has nsgimained idx
Headmuamers o pzincapal plagy
Weat ] ) al business within West Virginia
Virzinia Yis T werntmaavely for 4 vears immediateny

F.ezidens
Cunpplurement

kan-resident
Wieolor
Fphiwer

preceding the daw oo which the bid was
tuleinitdecl.

*# Fruin arenalent vendor wles elhplisys al
[eanL A% of tha vendrg's chipliyens aps
restdends of West ¥iryinia who have tesided
inche s1ane continnausly f te
irnmcdiate. y preceding reas.

& Frivin 3 nor-resident vendas, which employ s

w nnnimum 3F one hundred £100] stace
res1denle s 3 neel-res demt veedor which has
an alfiliale wr subsidiary which wainizins in
hesdy watters ar primcipel place of business




Siate

Reclprocal
Law/Stalute

Tz Bld
Preference

Preference

Scope of Praferance & Conditlens

el
Wirpina

Y

Pk bii=resicland
vendor
limplayer

Yeloran
{dangd
% A%

tmall, Women
Chemed
himor: by
(Mwned
BugincEses

witlin West Virginia and which eemplovs a
Pilim i of I erace reside s, of, Fed
purpeses of producig or disiributing the
ermnniklilies @ cokiplelng the project
centinuat: |y aver ke entire term af the
prajecd. ©n Bvcrage A legsk Vidh of Lhe
wended & smplevess arhe vendurs
afljfiate ur sudsichary™s emplayoes arc
residenis of West Virginia wha: live resided
in ihe state comlinuously Eac che 2
immcdately preceding rears and the
wendors bid does et decemil Lhie Tnmspst
quahfied id fom 3 ben-residant vendon g
iare thin 2 728 ol the Lader bid.

Frotn an andividual resident vendor who is a
weteran of the [nifcd Seates Armied Forees,
the Heserees a7 the Mational Cipard and has
resubed in Weet Yirgima continuously fer
e 4 vears immedinely preceding dlie dale
an which the bid 4 auhmilled

If any non-resident verdor thad 15 bidding on
the purchise ol comimudities or princing by
the directer or by 3 sane depar ment whisl
is alsu cemified & a Yinall, Women-cwae
an mimkndv-owned Mizness m West
Yirginia, the non-readent ve ndar chall be
pruveled the saime preference made
ayailable o2 ey resilent verdo .

Wescunxin

e

Beuidont
Ridder

If 2 veader 35 ned 2 Wisconsin producer.
distribuber, supplier or selailer and che
department determanss 1ha1 the stale. furcign
Autwen e subdiyicion therasin which the
vendnr is demiciled grarts 3 prefeicc o
vendors denicilul m that slane, nauon or

s hel"iskdn in making povemmental
purchiscs, b deparimient and any ageney
muking puschases under 5,061 skall pive a
proderance aver that sendor 1o Wiscunsin
prevduce re, distribulars, suppliers and
cetmlers [ any, when awarding the vreler ar
vontrace  The deparment may cnoct iy
agreements with ez, fareipo nanum and
subdivasions rhereod, fur the porpuse of
impleitenting This subdivoenonr,

(2)



Eiate Reciprocal Te Bid Preferance Stupe of Prelerence & Conditions
Law/Statute | Praference
Residene * ['reference o0 consbractwn (T pod more ilen
Casiruciion 2% wl the work i3 sulwcontracied i ow-ak-
Subcuen weior slats Hrms
M # Freference updo 5% apphes 10 State and
. ' : preliticdl subdiviaicens fr 2l odher goods and
Wyoming Yesx Yia :ﬂﬂ :gml srvices Manufaciured or produced or
ﬁmﬁufu:[mnr supplicd by 4 Wyoming resident capable of
1t."rif'|,g ey e
Pr nling + Jor princing, preference s pranted i 75245 of
1= the wol b 15 done in srafe




COUNCILMEMEER WANCY NAVARRD

MONTCOMERY COUNTY COUNCIL
Rocrkvirie, Manyianm

CHAIR, GOVERNMENT (PERATIONS AKD
FIRCAL FOLICY COMMITTER

DISTENCT 4 EDUCaTION ann CULTURE COMMITTEE

Tar

FROM:

MEMORANDUM
Necettiber &, 2019
Mare Eineh, Cowdly Execyrive

Wancy e vamn, Cooncilmeger

SLDUECT: Ixpediced Bill 25-1%, Contiacts and Procurement — Local Business Preference Program .

Escalilisle-d

The County Atlomey’s Office and Council saff have raised several Yuestions conceming Tl 25-

1% that ioeld be answered before the Gavernment Operations and Fiseal Palicy Commifles reviews the
Bl Please provide seritten answers Lo the following questions:

The County Attorney mised scveral legal issues with the Bill and cautioned thar dite leyrslative
vecnrd must “clearly identily a signiFicant povernmentsl purposce 10 be served b dhwe legfelation und
cxplzn b the proposed progeam is clesely related to tha significent purpose.”

Lo you beleeve the legislative record satisfies this concem? If o, please provide e supporting
data for your cotlusion. [f nod, please describe what infonmavon is avajlable that wuld sumpwT
ibe validiy of Lhis Bill.

Section 1-402 of the Md Local Governmett Code creates a feciprocal Tocul business preference foi
Stule contracts. Yhis law also prowides aulherity for 3 locul jurisdievon to provide a qccipnocal
Iocal business prefecehos agaiost 4 bidder Brom a Stave vhat has a Jocal business prefeiemee.

Droes the Cowny Artoroey believe this Stale law wanid presmp 1he local business preference n
Bill 25|07

The {Mfice: of Frocurement provided Cowneil staff aric dal shoowjng that enly 37% of the cenified
MFLD weodors repistencd 10 di by siness witly the Counly have a local zip eole. Therelare, ar [east
STELLA . WFRNER {OURLLL (FFICT BLiLoms = KacRY i LE, MaHyLann 20050
L24) FITI06E - Y (240 7777914

COLBCILMEMHFR N A AR RCEMON TOOM ERTCOUNTYMOLGOY * W WS LMEMEFR WA W s H RO N

@,



3% 0f the Certified MFLY vendors w owr system woeld be disad vaniaged by e 10% bocal bigi ey
preference when biddice on a Cowenty contmct agiinst a lacal nEdasticunity oramed hoginess:,

Hlow would Rill 25-1% impact racial equity and soeial justice in the award of County ¢ontracts”
4. Arelhere any other local junsdichions in il Washmglon-Baliiore area that have a Tocal businsss
price preforence law for wovernment contmets awarded on competitive hids other than the District

of Coluenbaa? 1f 5o, which juriadictions?

3. Mease explun how you determined thal 1994 is (he appropoate lacet hiisiness prelerence oy
County contracts” Pleass provide any supporting dina youe relisd on for this determination

6. We uiderstand thut Lhe reeiprocn] local prefeaence law enacted by the Councal 1o Bill 49-14 has not
bexn applicd since if Iook effect on Jamiary [, 2018, Why not?

l'\-.'l

Procurement provided Council s1alf’ with data showing thar 33% af the businesses registerad with
the: County have a local zip code. e Jocal businesses underrepresented in Couwnty comtracis?
What is Lhe perceniage of dollars awarded by the County 10 loca] County businesses as a prime
CORTASTON OF sebiontracior in the lest sgweral yeums”

B Dill 25-T% would trigper 4 reciprocal local buginess preference law in apother jurisdickion {such as
Muarylund and Virginiat against & bid o that jurisdiction by a County based busitess. What data
do ¥ou have an bids by & Coonry ssed business in ather jerisdichions?

Yoor aswers o these questionz will help the GO Committee cvaluare Bil 25-19 and nake an
okt decision. We will eeschedule the G4 Commithee worksession on Bill 25-19 spon afer we recajve
¥OuT Sritten answers. Please copy Bob Drummer oo your Answets 56 be can get them into the sl cepott
for the {13 Comuutice.

oL, Andrew Kleme, Chisf Admunistrative Ofificer, Office of the County Exeoutive
Marc Hansen, County Aromey, (ifice of he Coanty Altoraey
Ach Shekty, Diveclor. (hce of Procurcment
Sidney Kate. Councilmember, Cowmy Couneil
Antrew Fredson, Councilusnber, County Cowneil
Marene Michaclson, Exeoutree Director, County Couned]
Robent Lummer, Scnicr Lepislative Atomey, Contty Council

STELLA B. WERNER COLHNGN CFICE BUILGING * Roxckmvin e, MAaRYLAKD 206 50
(2AG) PTT-TRGR « TTY (240 777814
COUNCILMBMEBER . N AV 4 RROREMONTOO MR YCLUNTYMD GOY « Ww 00000 1 MERBERMAY A RRO COM



(ﬁj?ﬁ'f..ﬁ_ .
' N
s -
e

CEFICE OF PROCUREMENT
Marg Llrich Avinosh O3 Sheny

Cranr e e Dircerar

Tix: Cowncilinember Nancy Navarro, € hair,
Cronvermmend Operatives and Fiscal Paliey Cormenitiee

TR Ash Shetty, Director, Office of Procuternent —".j*‘"‘—

DATE: Jaruary 24, 2020

SURIECT:  Expedited Bill 25-19. Conrets and Frocurement  Local Business Preference Pragram

m bebalf of the Coynty Exccutive, 1 am respoading to the QUESLICNS Y 0w et regarding: the boeal
husiness preforence program.

1. The County Atemey raised sever) legal issues with the Bill and cautioned 1hat the lepislalve
recond must “clearly identify a significam governmental purpcse 1o be served by the lewizlarion and
explaits bew the proposed program is closely relared w that significant purpeise ™

Do wiu believe the legislative record sutisfes this concem! If s, please provide the SUpporting
dit for your conclusion, I8 nat, please describe what informatton i wydilable that weuld suppott the
validity of this Bl

RESPONSE:

The available data establishes that over the fust decade, Monigomery C'ounty has been
logging behind neighboring jurisdictions in the arcas uf business esirblishment, business redention,
iob creation, and wages. Ser, fur cxample, the lullowing reports aitached hereio-

* “Mantgomery County Ecanoemic Frofile™ prepared by CauntySeat:
* "Washington Exonomy Watch — Val. [[1, Na. 6" mepared by The S{vphen &, Fuller
Instimte,

Tust recentiy, the Washington Post published an article with the fullowing statisties: “In (he Frsg
1% munths of 2009, Nardhern ¥irginia gained an averspe of 13,500 jubs from a ycar carljer,
comparcd tv 5,700 jubs in the District and just Z00 in subyrban Maryland, sccording (o
preliminary duts from ¢he federat Burean of Labor Statisiics,

205 Reckwlle Fike, %une 13) = Rockeilte, Maryland 20850 = 240-7770000 & 2307750855 TT¥ = 33D TIADIr FAN
A AR T C e nD il oy
L,

teriga et wtymd g HT 200-FT1- 5% T
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Thase figares are expected to he revised, hot Vorthern Virginla is estimated to get 77 percent of
the new jobs in the period, compared to 15 percent in the District and 14 percent in suhgrban
Maryland, according to Jeannette Chupman, deputy director of Georpge Mason [niv Ersily's
Stephen 5, Faller Institute for Research on the Washington Region’s Fronomic Future.™

s feww weashinglun postcorn‘localimaryland -news/northern-virgipias-coomomae- Ercawth- risls-
leaving-tryland-subyrbs-he bl FO00 10450627 26- | oS- 1 lea-bae ] -filhd® | bki9e story.hoem)

Action is needed tn reverse this trend snd inccntivize businesses 1o locate im the Coonty,
remain in the County, asd provide high-paying, stable johs in the Cownty.

Together with Councilmember Katz, [ have hosted severs| community forams desipped (o
receive feedback from cur business cammunity, in part to explore the concerns raised by Incal
businesy and to brainstorm possible solutions, Attendecs identified several challeoges they
Encouoter a3 business owoers in the County, including the costs of com Elying with Staie and
County laws and regolations.

The data referenced in the ahove publications clearly establishes thai the Counly hos an
economic need (o improve our businesa environment, which in turn will eshance sur residents
qualiry of life and shore up gar 1ax base,

Hill 25-1% represents 3 step towards that improvement, by seeking 1o incentivize bilsinesses
o form and remain in Montgomery Coun tv. and wha in turn will spend their revenve bere in our

COnIMunity.

There is a widely-accepted economic theory knowa as “the local ultiplicr effect.” This
1heory is the precursos o the popolar “buy local” campaigns. The theory i cxplained in great
decail in the 20112 book “The New Gengra phy &f Jobs™ by cconomist Fnrico Moretti, 4 2014 papr
by Mr. Moredti, “Local Muolipliers™ is attached horeto, Sec also Now Econom ics Foundation
“Fuhlic 5pending for Public Bencfit,” which can be found ai:

Bnps.Yneweconemics.urppl nadsflesbatceeradedeSdan? | okn sEbEy 1. pdf

The beaeficlal economic impace of “buying iocal” bus atso been decumented through
Rumerous cuse studees, | haye attached bercte case stedics from Portland, Maine ynd %an
Francisen, Californiw Additional studies can be found at: hopslsr wrpbey-sudies-why -local -

mallersy.
2. Section [-402 of the Md Lecal Govermmen Code creates g reeiprical local busioness preference

fur Siate contracts. Thes law also provides authodity for a local jurisdicrion 10 provide a reciprocal Jucal
barsiness preference apamst v hidder from g Siare it has a local busmess preference,

Does the Counly Altomey believe this State law would rreeinpl the local business preference in
I3[l 3510
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EEEPONSE:

See Memorundam frong the O4fice of 1he County Attorney. aliached Rerelo,

3. The Office of Procurement provided Council staff with data shepweing than only 37% of the

certified 8MF D venders registercd to do business with Lhe County bave # loca] xip code, Therclore, a1
Jeast 67% fsic] of de cetitied MED vendors in our syatem would he thisacvantaged by the 10% local
business preference when bidding on a County contract apainst @ local pon-minotity owned business,

How would Bill 25-19 impact racial cquity and social jusiice in the award of County contracts?
RESMONSE:

1 disagree with the premise 1bhat Bill 25-19 would “diradvantage™ soy MFD¥ vendors, as g
Councilmember, 1 supported Rill 48-19 that provides MFD businesses with preference painty far
propusals, Bill 25-19 does not alrer that statute, Al MFT} vendors will continue 1o reegive 10%
preference points. Bill 25-19 provides an additional bencfil to local MFD businesses, effectively
providing a local MFD vendor with 20% preference points. As you knew, the County also has in
place an MFD} subcontracting program deslgned 1o suppuert prowth and acecss to additional
nppertunities.

4 Are there amy other lecal jurisdictions in the Washington-Ballitnore arca that ave 3 local
busioess price preference tavw for pvemment contracts awarded o competilive bids ulher thao the
District of Calumbia® 1 so. which jurisdictions'!

RESPONSE:

The ity of Baltimore has a Small Local Businesy Enterprise (SLBE) preference program.
[1 provides 2 10% prefervnce in its solicitetions, Further details régarding Baltimore Cih's

preference spplication cag be Feund here:
hiips:itbaltimore.legistar.com,View,.ashx ?M=F& | D=4 T4 549 &G LIT=526FF

AB24-62205104123F.

LA-53TC 4 2648-

Additionally, the Washington Metropolitan Area Transil Authority (WMATA) also applies
2 local buginess preference of 5% For bids.

5. Please explain how vou delermined thar §0% is the epproprigie local bosingss preference o
County contracts? Please provide any supporting data that you rehed on for Uas determination.

RESPONSE:
The local preference paint of 18% was derived from a combination uf regional

benchmarking and malntaiging consistency with the ounty's exivling M¥FD preference in
proposals. The prefurcnee percentages regionally inclade the folluwing: D - up b 12%,
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Baltimore City — 10% and Prince George’s County — up to 15%. The County's existing
MFD preference points for proposals is 10%. This percentage allows the County to weigh
socioeconomic program considerations while maintaining a competitive environment,

6. We understand that the reciprocal local preference law enacted by the Council in Bill 49-14 has
not been applied since it took effect on January 1, 2016. Why not?

RESPONSE:

As a Councilmember, I supported Bill 49-14, now codified as §11B-9(j) of the County Code.
As County Executive, I have learned that it presents some significant practical challenges in
implementation.

The reciprocal local preference law, which applies only to competitive bids, is not limited to
MV A-area jurisdictions, nor does it apply only to a state preference law. As we have seen, various
purchasing preference programs are in place at all levels of government, including towns, cities,
counties, and states. A vendor from Chicago, Illinois, for example, may benefit from preference
programs enacted by the City of Chicago, Cook County, and the State of Illinois. These laws are
subject to change at any time. F urthermore, as we can see from the District of Columbia’s
program, the number of preference points awarded under some local preference programs may
vary based on factors such as length of residency. The question may be further complicated when
a bidder has offices in multiple states and/or has subsidiaries operating under parent companies.

Therefore, in order to proactively apply the reciprocal preference of Bill 49-14, we would
need to halt every bidding process and conduct potentially extensive legal research on any current
local preference programs potentially applicable to 2 non-County lowest bidder and, in some
cases, determine the appropriate number of percentage points. This would require resources that,
frankly, the County does not have.

Therefore, in order to avoid potentially uneven proactive application of the reciprocal
preference law, the Office of Procurement has established a procedure wherein each solicitation
requires the non-lowest County bidder to invoke the reciprocal preference and inform the Office
of Procurement about the non-County lowest bidder’s home jurisdictions’ local preferences. To
date, the Office of Procurement has not received any such invocations from County bidders.

7. Procurement provided Council staff with data showing that 33% of the businesses registered with
the County have a local zip code. Are local businesses underrepresented in County contracts? What is
the percentage of dollars awarded by the County to local County businesses as a prime contractor or
subcontractor in the last several years?

RESPONSE:

As the County Executive, I am committed to supporting programs that benefit
Montgomery County businesses and continue to find ways to increase opportunities and access to
the County's contracting dollars. It is important that companies not only feel, but also see the
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County as business friendly, This Ivill isx evidence (hal 1he Conarty is taking business concerns

seriously and 1aking timety and meaninglul action.

Regarding spending, in FY 19, 2794 of dollars were awarded b local businesses (vendory
with ML zip codes) as priary contractors. Cuarrently, County {printe} vend ors are not required
to report lacal subvomractor data for contracts yader S10 Million, therefore that informaiion is
not readily available.

H. Bill 25-19 would teigger a Jocal reeiprocal busingss preterence [aw in another judsdiction jsuch
as Maryland and Vieginia) against 2 bid in that jursdiction hy & Counly based business. What data da
wiu have on bids by 3 County based business in other juri sdictions

RESPONSE:

The County dies nar track any data reparding © cunty-based businesscs bids in other
jurisdictions, Since the saneuncemeny of proposed Hill 25-1%, Neither my Office nor the Offjee of
Procuremcni bas received uny feedback from any County-based business whe is eoncerned gbout
this porential effcct.
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Indicator: Number of Establishments
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Indicator: Number of Establishments (Private Sector)
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Number of Employees @ CountyStat
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Number of Employees (Private Sector)

Quarterly Number of Employees1990-2018
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Number of Employees: Private Sector Only

% Growth since 1990
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Number of Employees: Private Sector Only

% Growth in Private Sector Jobs since March 2010
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Quarterly Wages Earned %@ CountyStat
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Average Weekly Pay
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Washington Economy Watch

Vol [l No. o
June 2019

The Stephen 4. Fuiler Institute
for Research nn the Washington Region's Econamic Future
Schar Schaol of Policy and Gavernment
George Mason University

The Wushington Ecunumy Watch iz @ monthiy repoart issued by The Swephen 5 Filler
Institure Ll iy intended [z inform i readers regarding the current and near-term
performance uf the Washugton region's econghiy, The Lewifing ard Coincidfent Indices
were first reparted 1a February 1990 and have Peen colculoted eich otk simce that
Jivst refense and reffect an underlying dara bose thet dotes Jrum 1978 cavering five
comgfele business cycies in addition ta the current cuele that begon in mid 2009,
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Washington Economy Watch

Vol. Ill, No. & June 2019

The Washington Region’s Economy Gained
Traction in April Reversing First Quarter Weaknesses

The Washington region’s Coincident and Leading Indices both bounced back in April
from their weak first quarter performances: the Coincident Index accelerated in
April after registering its slowest growth in five years in March and the Leading
Index turned positive in April reversing its downward trend dating back to July
2018, Seven of the two Indices’ elght component indicators contributed to this
overall positive performance. Still, this reversal represents just one month's
performance and follows a slowing trend that may not be finished. Job growth in
April remained well below forecast and May jobs numbers, released June 21+
showed this slower growth trend continuing. With the U.S. economy slowing, global
trade tensions continuing, oil prices rising, and the FY 2020 federal budget impasse
far from resolution, this year's economic performance remains uncertain.

Figure 1. Washington Region Economic Indices
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The Washington Coincident Index, which represents the current state of the
metropolitan area economy, increased for a second consecutive month, increasing
1,28 percent in April, on a month-to-month basis, building on its gain of 0.7 percent
in March after having declined in the three preceding months. These gains reflect
continuing recovery from the impacts of the 35-day partial federal shutdown and
the general seasonal strengthening of the region’s economy. The most significant
performance change was reflected in the month-to-month change in consumer
confidence that was down 12.0 percent in March and gained 13.1 percent in April.

On a monthly over-the-yvear basis, April's Coincident Index registered an increase of
232 percent from April 2018, its second strongest monthly over-the-year
performance in the last year. This increase extended the Index's upward trend to 61
consecutive months, dating from April 2014, The Coincident Index's acceleration
from March’s weak 0.9 percent increase can be attributed to sharp increase in
consumer confidence accompanied by strong gains in nondurable goods retail sales,
both reversing their weak performances in March.

In April, all four of the Index’s four components were positive on a monthly over-
the-year basis:

= Wage and salary employment In the Washington region increased 0.9%;
between April 2018 and April 2019;

* Non-duroble goods retail sales were up 4.8% from April 2018 gaining for a
26% consecutive month on a monthly over-the-year basis;

* Domestic passenger volume at Reagan National and Dulles Airports increased
3.1% from April 2018; and,

* Consumer confidence (in the present] increased by 10.2% from April 2018.

Figure 2, Washington Coincident Index, Monthly Over-the-Year Changes
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The Washington Leading Index, which is designed to forecast the performance of
the metropolitan area economy six to eight months in advance, increased by 1.12
percent in April on a monthly over-the-year basis; this was only its second increase
since June 2018, The Leading Index's decline had accelerated over the previous five
months raising concerns regarding the region’s economic performance going
forward inta 2020, While April's Index gain tempers this concern, until a positive
trend is sustained achieving this year's projected gain remains in doubt.

In April, three of the Leading Index's four components contributed to its increase.
This performance contrasts with these components’ performances in March and
February when all of four components made negative contributions.

» Consumer expectations [consumer confidence six months hence] Increased
12.2% from April 2018 after declining for three consecutive months;

» Total residential building permits increased 66.1% in April reversing two
monthly over-the-year declines; and,

= Durable goods retail sales were up 3.6% from their April 2018 level after
declining 0.2% in both March and February; while,

s [nitial claims for unemployment insurance increased 51.2%, worsening for the
eleventh consecutive moenth.

Figure 3. Washington Leading Index, Monthly Over-the-Year Changes
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Current Performance

The Washington region’s economy has sustained its expansion (recovery) from the
negative impacts of the 2014 Sequester for 61 consecutive months; that is, the
Washington region’s Coincident Index, which is designed to measure the region’s
current economic performance, has increased each month since April 2014 (on a
monthly over-the-year basis} through April 2019, The Coincident Index has tracked
the Washington region’s recovery from the economy’s Sequester induced decline, its
acceleration through 2018 and its slowdown during this year’s 1t quarter.

Several weaknesses have emerged. Primary among them were the slowdown in the
region’s job growth and weakening of consumer confidence. With April’s Coincident
Index increasing to 2.3 percent from March’s 0.9 percent (the slowest growth rate
since March 2014), it would appear that what had been holding the region’s
economy back has been corrected. Consumers appear more confident, as confidence
(in the present} increased 10.2 percent in April after declining 3.7 percent in March.
This decline in consumer confidence could be blamed on the 35-day partial-federal
shutdown or perhaps growing concerns about border security, a looming trade war
with China or other uncertainties that emerged during the first quarter.

Consumer spending is an important driver of the local and national economies.
When consumer confidence dips, so does retail spending as it did in March,
nondurable retail sales slowed and durable goods retail sales declined. With
consumer confidence increasing in April, both durable and nondurable goods retail
sales also registered strong gains. If April’s growth in consumer confidence
continues, consumer spending is likely to continue to grow providing further
stimulus to the economy and helping to extend its expansion.

Job growth with its associated gains in personal earning remains the key to growing
consumer spending. The Washington region’s job growth performance has slowed
considerably since its peak in 2016. Job gains in 2017 remained strong but were
down 15.0 percent from their 2016 total and this slowdown in job growth continued
in 2018 with job gains were down 29.1 percent from 2017. Job growth in 2019,
through five months, show this trend continuing with the annualize gain (based on
five-months performance) averaging 26,900 jobs; down 23.7 percent from the
number of jobs added in 2018. This annualized job increase through May was
pulled down from April’s annualized gain of 28,200; in May the region’s gain from
May 2018 is estimated at 25,000 jobs. These historic job growth trends for the
Washington region are presented in Figure 4.

Besides slower job growth since 2016, the distribution of this job growth across the
Washington region’s sub-state areas has also changed. Job growth has favored
Northern Virginia for more than fifty years but these differences have widened in
recent years. During the 2015-2017 period, Northern Virginia accounted for 52.2
percent of the region'’s job gains, the District of Columbia accounted for 23.7 percent
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and Suburban Maryiand's share was 24.1 percent. In 2018, these job growth
percentages shifted even more to Northern Virginia's advantage: 71.1%, 20.4% and
B.5%, respectively. This Job growth pattern has become even more unbalanced in
2019. Suburban Maryland has lost jobs in four of the year' first five months—job
growth has declined and equaled 8.6 percent of the region’s net gain through May
and job growth in the District has slowed representing 16.2 percent of the region’s
gain. Job growth in Northern Virginia, through five months, is accounting for 92.4
percent of the region’s estimated job gains.

This growing imbalance in the distribution of the region's economic growth, as
measured by its generation of new jobs, raises a range of concerns. Important
among these is the region’s ability to compete economically with other large
metropolitan regions when a large portion of it is structurally unable to support
economic growth. This unbalanced growth pattern could also reshape commuting
patterns and housing markets, and deepen the inequities in the quality of life
available across the region.

Figure 4. Job Change in the Washington Region, Z010-2019* (in thousands)
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Source: LS. Bureau of Labor Statistics; The Stephen 5. Fuller Institute at the
Schar School, GMU *Average through May

The U.S. Economy’s Dutlook in 2019

The performance of the Washington region's economy is also being affected by the
performance of US. economy. As the growth of the region’s economy has become
maore strongly tied to the performance of its non-federal dependent businesses and
organizations, national and global economic trends and conditions will either
support or constrain the region’s growth going forward.

The national business cycle turns 10-years old at mid-year and its uneven
performance is being closely monitored and widely interpreted. The good news is
that the U.5. economy continues to expand. The year started off with a strong 3.1

5
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percent 17 quarter GOF increase While employment growth hax been wpeven chis
year, it remalns well above levels consistent with an aging husiness oycle, and
unempliyment holding at a 50-year low at 3.6 percent and still could go liower aver
Lhe Sumsner. Wage growvth and jub growth bave fueled consumer spending withoul
generating inflationary pressutes and lower energy coxis have heen a positive factor
in both lowering inflaticnary pressures and providing coosumers with some
additional  disposable  income, while alse bolstering consumcor coofidence.
Consumer spendlig vase i Apral and May alter stowiog at the end of 2018,

The intetest rale eovirenment remains favurable with 30-year fxed rate mortgages
halding below 4 percent, down almest a full point from a year ago. And, the Federal
Reserve Board's announcement last March that it was taking a pause 1o its planned

sequendct of rape increases, which had at least three mare Y point increases plannad,

was received favorably by investors, Wich the Fed's annaubeement on June 19 that
it was holding rates steady and that it would do whakever was necessary 1o sustain
the busloess cycle, it bas become clear to many Fed wotchers that its next maove,
possibly as early as July, will be to lower the Federal Funds rate by 1 pont,

Some cf what is concerning the Fed and ather ebservers tneludes:

« A projected slowdown in GDP growth in the second guarler e 1,5% from
1.1 I the Tarst quarter:

» 15 Markits June mamilacturing Purchasing Managers' Tndes lipped w ity
lawest level since late 2009, 1o just above Lhe Lhreshnld hetween expanslon
and contractirm;

«  Waeaker glebal ecunomic perormance, especially lor China and the EU;
» Escalapnp trade conflicts with major rading partners;

¢ The Morgan Stantey Buslbess Condmons Index fell in June toits [owest Lewvel
gince Decomber 2008; and,

*» The possible federal budget and U5 debtvelling impassex leading to a
federal shutdown Cectober 15

The fatt remains that the naticnal ecanctmy is Slowing and, after growing 2.9
percent in 201E, IE bz maw an crack o grow 2.5 percent in 2019 [[HS, june 20090,
Uther forecasters have the GDP growth rate down o 21 to 23 percent. This
stowdown is profected ta cantinue in 2020 with GOP growing 1.6 percent, Falling
below trend, and remaining at below-trend rates inte Lhe fireseeable future. Ta
sustain GIP grawlh aver several more years, even at these slower rates, will reguire
resolution af a lang list of tireacs that could disrupt the opcle. Already. thers ix
prowwing acceprance that the tecord expansum couold end in 2020, On June 17 P

9
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Morgan Chase predicted that there is a 45 percent chance that the U.S. economy will
enter into a recession in 2020, up from 20 percent chance at the beginning of 2018.

Near-Term Outlook

The Washington Leading Index has had a negative trajectory for a full year, This
decline has become broader and deeper through the year's first quarter. Based on
this trend, it would have been easy to conclude that the region's aconomy was
headed into a period of slower GRP growth or worse, a recession [six or more
consecutive months of GRP decline).

With its performance in April, the Washington Leading Index has registered a strong
monthly over-the-year gain, which if sustained over the second and third quarters,
will indicate that the negative forces undermining the region’s economic
performance over the second half of 2018 and first quarter of 2019 have abated.
Most worrisome over the near term is the growing potential for a federal shutdown
in October, not a partial-federal shutdown in January when the economy
performance is constrained by seasonal factors but a full shutdown in October, a
prime month for economic growth, Should a federal shutdown occur, it could erase
the other gains that the region's economy had secured during the first nine months
of the year. The Stephen 5. Fuller Institute will continue to carefully watch and
report on these trends until these threats are resolved.

Figure 5. Washington Region Leading Index
Monthly Over-the-Year Percent Change

Source: The Stephen S, Fuller Institute at the Schar School, GMU
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coanplecely miss the elnpdoymsnl eflec foe
rontn abes, Scooee, ilwy miss the jah losscs
in che Imadable secwn cansed By oincreases an
lahor ocsts and any of the joog gains caused by
AEEL el 2o e

Relarionimp witlh Narrems! &yigplinr—
The muliphce o e sonifadable secior mea-
surl hacally is oo upper Begnd By ke nalionzl
multiplics. Tie teasaon s thal dye 2 geographoezl
tincbelily, Jaboa supgle e arpuahly muce clastic w
the Doecal Jevel ran of the: mizonal fevel, Higher
clasticity jmplics thar ess crowiling our lakes
plitca: b loscal fosied tha neat Lthe rataemal levsl Tn
the vetcere, sehen lahor supply clasticity vqeals
rorik Ay arkreges i e nwocker ol pale- inoa wene -
W Conies gl Bhe evpensy S BAOCRCE seular, s
Lhe: wmultiicr Aust egqual one The muluple e
e Iradable secton measayred Wwally 15 5 hower

0 omnber. o esanipke che ault=aieas indussry Whik
=ane ol e car sana usell it esohl shoeenig [ecxped 0
Diecrzmn gy ke prodeced 0ozl e of <he pans ase
I hodee s covme= Crdannn 10 ber 22k gl fremy ahnned

" saoek taothe mmmelehle wdar has smalar -
wdiils L preduniens Jor cinpleymant 1o tbe roadakle
SEZT e N nep e, i1 a6 increase in nearradatie e
priveade: hmete:l agglmaraicon sl owera - 1=alphl
nnl rArpe.

o Fel Tt dm

Frle o WAL RS

bFowrd for che nahiean] moeluplicr, By dilimaten,
rhe mar<e? e traetihles 15 Ralooal. wed moch of
e addinmal bwai demaned s Likely o seneh
rLher cles Addibonally, Lhe megarive ¢llects ol
Wighier Lahor coses ane mdc segnaioan lecally
thalk milcnal ly

11. Eriplrical Extimetes

Lnimg dana Itony che 1480, WML and 200
Lorsur of Populata, 1 caomale variane: of 1w
ldbhwing e,

(e amT = TANT L e d

I_3:| .:'u'llrllrl - - ,']'. i ."l'_;:! vt [.l': - '“
where SND awl AT wie the chanpe rver Lin:
in the Ing number of obs ooy ©on the trad-
able aod nontcaduble scetor, respectivily. .ﬂ.."n';"'
a5 the Change 301l bz ool of jesks in o ean
domly selocped part of the Lradibie seches anel
AN i e chumge il lep number of ol
im Lhe zesr oF the widdable secior Tl saopie
i ludes Tuen ubservalens ur city. cornesps et
ing tahe peoesl 9940 R and L990-HEN)
&y dxat it far rhie segore? persnd. Stan il
eronrs are clusiered anshe oty level T peacte,
A% b nasured pang Lhan 5 DIL Mannmfiiu=
i ertpdymend, while AN ircbudes all izor
nduairies v hading a,l:rl-.ullun., g, e
eclriaent sencl 1w |-|iI|I:|r_l.I

Tir vl ale whorgenoue skl in chi: thinaral oy
leborn fo tles mnu fuclorng sceror T onss a5 an
matrubenl The weiahled aveiage uf nahenw de
ciphnment grosih by 77 ooy kedinpet
indusines wilhin manufaews mg. with il p |l
r:!ﬁl-'.!!'ill'lk_ the ciy-Apediic cmiplegine ol shorge in
thuse srdus s al she heginning al the psecisd.
Fur e 1930-1%4) pesiesl, dhe inammcin s

it ST whee o e chate 0f manule
luring ]-:-I:ls. Ln mduqlr}_.- woeny o [YHE amd
1u"l'| 1= the mation wide -\.|:|.||||||._1.-' 1 e playmenl
hetiraeen ARG and 19YE IR Defusity Foamung
all menulaciuning  indlisicics. Corsider,  foc
exaniple. wi ciies thet bose the same share
of manudactering whs m 1980, kul a diflenen)
Swdeshiy nos abin manalactaring. [ employ
ratilon e shdustey iMcrswee. dogreasada
ratmnglly, the cily whxere that iledry empleys,
i lirpeer share of the Balaw lerec expenomes a
paeilive teeacive] shoek weoie Tabes denaad i
MAanLTECT My,
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whckts IMEReEEs N canploviie il tn i brad able
ingiuadre skaoll resule onoan werease o hxcal
erplheerend in e motiTadabidy secsor The fiess
wnwe 1 Tabe | oshges catzimetes of 3 The (0.5
wral TV gladdicilien ave DSy and 033 respec-
Levely The Laccer dbdicetes thal oo percent
tecreasg - Lhe nombe of manulariurmg jobsin
# cily 15 assoriacee with & L3 percenl aneredse
meoempleynenn in heeal woncds el servaces.,
smew lhore ae almsos Avwe nonirodabke jubs
lem wzch tradable b, the 1% saimale imples
that e cach additianal poboin manulucioring e
it e cily, LA qubis e erealed oo the non-
radabk secwer 1w the same oty [colomn ).
Waen 1 aplic the manylicring sccter inte
ducable and menduzable geaxls, [Hnd a cigaik
camlly latger clastiny for jhe laller (3hadel 20
4 Bner subidivismom ! the wanula T onng oo
e maee nacruwly delined ndusory sroups s
alzex prassable ™ Awnyg the indusirics G which
T wshimaes o enidied, the Righ degy ec-
Wt hece approgimaled e Machiaery g
Counputing Figwrpaent, Foecireal Machinery
and  Prodessiamil  Lguip oeat—gene s 1he
Targest nLmber of acklinsnal avacsadzhle b
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The theaicucal M~iomewimk abowe inde_ates
thal |ke emphecincin eCfgl on e radahle
secior Hewld by goanutanecly vmaller than che

*Inohie vdae, 1 o owersion uE Ui wbift shate sy p
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This pager flinws that withio a rgirnal coonomy, ¢mploywonol in the poobradalbe
sectnr hofilts oI wtracliog jobe in the credable sector. | rewnrke Maretn s studsr
af LS. it (AFH #H010) and find char »ne oew yob o g given city's tradabie welor
wll resoll igte 1.02 wew jobe in the soocradible soeloc o the smne cicy. 1 ehow
thac Moraty svepestirnated tlee size of chin lacal mulbiplier by 057, becmuse be made
five pecfunctory azsemptions that had a major impact o be remotby, Snbaequenly [
ahinw chit Mrralti's wazerrion rlhat skithsd cradahbl- johs hawr 4 [urger multipliee rhan
iwikilled cradahle jebe is pot gnrpedcted by the dlady Tha evidonce provided by Moreer:
was only signoifeact duc to dn Fodegeority +fect.

Keywords:  Lerial Jabwur warket, modtiphier, tradable, ouutradsble



1 Imroduction _ 3

1  Introduction

"Thw mator of o cityp-region's eecomoy is Lhe tradable sector; it
novides the jobs thet come in and anehoe labnor as ol a9 meome
10 & plece, on g basis of edich tbe koo macket 33 bull. Hiow ey
big the Eoeally serving sector might appear 81 any given neam in
lime, it will Always shrink if the Lradable jolw g aeay, a8 aties such
45 Dalrail boew all o well. T(Sincper, 2013)

The regional interdependency described in the guote shove Fave T stocdied
sl ukEng sRgionn input-onrpot mndellitg and bose ey [Mallnr ane?
Rusen. 1974; Iewrmoan, 1975), Moreccd (#0100 hreaks with this tradition by
applying Bartik’a Shifi-Sham approach (19933 b eeduced Form ausdywiz of the
Towal einpkyment tnicipliee of the coadable aectne ne the pomteadable seeuor.,
Mucrldi estimates a sigraficany matiplier of LB for Thaited Sranes Metcopnlitan
aread il an vven higher wultiplier of 2,5 wlen only consdering akille jobs.

Varkatkms of Morotti’s mwethod bioe alrrady heew apphed in aubBeuent.
stuwdice of Sweden, 1taly and the TUniled Kingdom (Woretti and Thrulin, 2013
de Blasio and Menon, 2311 Faggbo and Owenuan, 2014) and studies of Rrail
alnl Eurome aoe on bhoir way, These satimates of lecal nultiplivee give iesight
in the possible impact oF regionad pelicy awne® sdready o Anene: politiciary. For
crample Mocett and Thuiin {2003) had beer cited by e Sredish Eoveniningae.

The elgnificant mulsipliers demnnsteated by Marctli are wery valualile, bl
becaus chey aur o infuential 1 s iroporame o make thesn ostimencs a2 aocur
e 3z poesibly. Tn thiz paper [sbuw Bve ways? o impooe e ACCurar v ancdl
rmbnarpase of Mixewi's encimates gl | oompare my improved cstimencs Lo an
rrakat replicatinn of Momatti's noginal sLuey.

I show that vpg mew job in a give: cily's trodable saeue will result oo
I.02 mew joba o the sorrudrble sctor in the same city. 5o [ contiem chroe
W sgnificant heead analtiplier effect, bue T also show Maretcl iverestimates
thir offict by about gne thicd. Subeeyuerdly 1 show that Mewe 13 asserion
thed akilledt 1 radable jobs hawe 3 larger multipher than onskilied tradahle jodos, Tn
hed supparied by Ao sl Jue nses, bl iy lnsiess) based om somle mistakes ond
etdngrrity of che irstoonent be gecs

2 Concoptyal Framework

In Lhis paper | owee the ey same convepload Fromewirk ns Mosedd 1201,
LY Mureatd and Thulin (3G13). Berause these papers Blready dscusy chis
franewuek in detadl, T #ill andy prondde 3 briel oucling hece.

Nhiv mozual be conslders:l & mulsipicr 0F 2.8 .0 <he an e gg-om pud liseracwes. A1 jnfox of
Sl jubs in the wraclalibe asclic iedares o rdditional 100 JrER 0 L nontrad abor seciar, s
i Luknl eovalopmenl I epise jy 360,

! S af whicl are alsn {jwnlallyy used 0 Faggio ond Cverman foc ther e lywiv of Lar
UK
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Each region iz o compe Lilive soopomy whore tradabin and nootcadable girwmls
are praduceal. Mentradable goods and zervices are anly cobsumesd within the
regian, Uerelore the prices of these guods wee datormined localiy, Tradable
poods and semncw val alao be cunsnmed inoother regioos, Hicher nationuile oc
internationaty. Therafore the nrices of these goods are considercd bxed Trom
the gt sprcteee of the ragioma eromomy, The production ef teudphble Eooda a1
nuove Lo sqather regien wheo Jor cxamiple 1eo0 of wages Liseyroa too bigh, Meel
e i iy goods wall be teadable and services snch s bacbers, cealAanls
arrl rry cleaiem are nontradable. Inopractice 1 only Includo mEmEa oring
sectors 3 tradable and alwerd wll other secLors 46 nantcadatsle,

Labowr is zribile within cach ety and wepee in a1] sertos wr deleromineed Lo
Allv. The Jabiwr supply i wpward sloping knd labour mability betwoon regione
depends on the hausing supply.

When a loeal economy attracle o new manufacenring fion ar an aiseing
maumnfacturing fiem expands 1his incremser the number of yobs in the tradable
gocter. This is o ditert werewse in the narber of jobk in the meion. Tl
exlra werkens will gpend part of ther income an lacal gaods and servicss, or
wewitrarlubbe goads The siee of this spending inereasne depends oo the workem'
wages ahd priferences. The wea toadable sector may alan supply intenned-ace
gonds ancd servicee to Lbe tradable sector 60 that an iBerea: in cmp el
it Lthe Traulabie sector directly ncreass domand. Depencling sm which apecife
non-iraded goods are demwnced and their coaipeoti cecimulopies there will e
R ineeeass o babgar demand in the nentradable secier. Assining che elastleiy
of che locad lalioar suppiy is neither wero nor infinite. the inemased demand foe
labour in the rontradable wictor will inccvase both wages and cmpicycuene in
the noncewdable sertor The lacker s the loral emplovieat wulbiplics offece of
Jobs in the b adubde sector on mbe ln che aontcadable soetor.

"The increasy It fabour demand in scare tradable siab-sector also has an meel
oo the eeat af tte tradable seevor. Demand for Jabone fand Jand] oo edees,
which will imcrease factor prices. Bnce t-adable firme are prive takors. whe
wagrs and other factar prires g wp less efficient firns inight cloee dosu and
move o @ cheaper mmgion of hire Bewey seockore, Thetoface Us ipercase in Julax
io0 & tewdable aubesector has 8 negaelwe effct on the oesc of the trsdable sertor,

When B oed fifin lucates 0w egion e s adso e agelnmnersding ceet:
sty s g pupsitive epillmeer Cimenotone at 8l , 200HY o the incumbonl fems in
the segion. Improved tndinglogies can ereate eMiciency benafics and tivndooe
nerense Jabour demand and sages. Thepending an wildch ofecd is greacer, the
crowding oue &fed or the spilloser oo, (he mltiplict of ¢xtra jobe Lo goe
tradable sub-cectoe on uiber jobs io the eradable sectar cauld g sither way, bl
it ir wrperied to b stoaller than the wultipler an the nontradabd: ses-toc.,

3 Empirical method

The gosl of this pager is to determine U long run efface of labour derand
shacks in the wadabie sertor an craplovessst in the oonltadable secear in Lhe
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sune regitil,. The point of departwre for my empinical method is the meched
ek in Mogett? 2000, From here T make five Improverien|s and cha restiltamg
mrthod iz deseribed in detail in Soectie 31 I will compan: hie W]
ntbod 10 the wmechod criginally sl by Meogait (D] wn Scerion 4.2 qnd
demonstrate why the fve clunges T make e impoovensats. Finally I dissosy
an alternative method nsed in Moretti sod Thifin (2003) iy Section 3.0,

2.1 Impraved analysis of local employrment multipliars

I =il detemnine the rddationship between changes cver time io the oueriwe o
whrhess in the tradrble seolor in o region and G oumber of warkars i 1he T
tehddalele wector inoa region by teo-seep Saeighted poaled ieast MUAM'E TogTession
ateg pasnel dathe 1 will use b changs owee ime i the g of B vumbar of
wikers in che tradable sector bemween patiod ¢ - and pendoel F o om region o
AN as the indepenctrul variable wnd the chainge neer sime in the lege pum-
hr of wickers in e nonucadetsle sacear o a rogion, ANST ax the depondenc
vigzeble. Apare fuoota this [ wiil adel woinceroepe o and dommy varabls o Ter
every rimeporiod apart. from cho first. Thas tesalts into

AN = AN, et = A, i1

Al umwibservahle egicacsperite dxed affects are cancelle® oyt due ta e diller

cucing &od odily U Loy rapdoos couparent &2, Temaing. L'siog lcast-aquares
rogregsinn, the inborropt and the Ume dupmy sadables will CapluTe any wenr
Lanwnis and recesshons thas noour ik s specifie incooval and all obher co-imomner:,
0 E T _i'-'-'h.‘l i bl tradahle and Lhe enr radable sextboc it l:upr.ured by tha
wlnativity 3.

‘There will T thiee types of s-eemene captored by & the causel et
of excrn Joba io 1w dradable seenor o maplovment in the noosradasle sehor;
the effect of emplorment in 1the novecalalle sector ok the (radable SEC L, el
efects doe to seniticd varinbbes, for oxample affective iocal poveinmend can
increage £mjloyment m both seetors.

3.1.1  Instrumantal Vasialde

Since | am ooly wnierested o the cansal effert of & change 3o e namke of

o008 0 the trwdshle soeter in the pomber of jobe in the nontradable seclae T

teed & way to filter ool 1l ofter two wasaned co-aeeeoneenty capoured by

A whon wdng weighted pacled 15 Lo achisye thiy [ will a9 an Sostrumental

variable detlverl frorm the ssell-estaklshed shift-share approach oteeadaoed by

Bartik [1991] and T will use thiz instoxnent to do s weighied 2815 analysis.
The instrumoant,
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35 bazed o 1ie lagged size of each industsy in 1he region and the combined
growth of cach industry i ail weher regioos. T erpression (2] Ay 12 the
murnlper of workeck i industry ¢ oof cicy « At time £ 35 1he el of all tradalile
iewdustrice, €7 5 1e met of all altles el A= Boer Mo

Crnzider for sxample the produdion of computer Fardwurs, IF thee i &
proclactiviy shock in computer hardwarr in Chind, theoe will be crome exporcy
e the: L. anl the demand for rnanputer harewaee peodared in the 1L, il
thrling. Thiz docllue will be measures] hy

"

A ln[ E _'-.'_,I,_.,) J:.( Z N ) i3}

ot T ;

whicl: approxirnates the merape gadaon porcentage srowihinindwsiny 3 hetwesn
rrecied s & prrod §

[t is Jgieelr that o cemioa wilh & larpe share of etcgdlenmens incho perxlyerion
of compuler hardware wili be affected mare by Whis shovk than tegicns with &
nernller share. Mulliplying +he sbam of tracduhie jots i megion < that are pac of
ddwstry  ak cime # - oV, SNT L wich [3) end sunming over all eradeble
sl wslrics tesults o the instruncent deseribed by {20,

Linder she asuslicuption that Lhe watiemal change: it ecmpleyment s EXEATCTI-
ot Ao @ epocitic rogico, a wrighlod 2505 regression willl Lhis inslmimwn: =il
idenlify 1he #ficer of an imereesa in johs o the tradahle seeer on sigabryment
o the: mmimdable sector, wooiding the problems consed o ndogensily
amitted wariables seen in the OLE egression.

31.2 Regression Waghts

Sinec AN, and AT am both meamoes of celulive cliznpe, regiobs with
only a few workers woulil have 1he same offscl on che TOETosion a8 very Lirpe
TCEIONA WATh ndmy workirs im an unweirbted cegrossion T cormst for this | wse
wrighlrd L3, whers the wripht of eacd observation ia given by the tots] mmber
ol wonkers emploved la the coadable aml nonccadable seclor ad ihe sears of the
imlerwal

Rl I i .l,"\-

[
PR T - ks '-_'I]

oa T

113 Interpratation

The estamated vwloe of 5 meprezeots an elasticicy botwonn jobz in the tradable
gertor ind jobs in the nuneradable seclor, For exanple when o — 1, w105
Iwreise in the numbsee of jobe in 1he iradeble asetoe will resat inle o 3% in-
cTebsd i tie mmber of jobs it the nontradable sectne. Bnnedar 40 rxpress L
ennltiplier in an abwolute aueles of jobs | ieal the relative v of the Lot F-
alabile sertcr wn Lhe iradable sector, | celewlate 4his by Rdding up the muniber

i
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il wackery o che boddrawlable sector ineseh segion at the gtart of ead jotenval
wml <lividing chis kv U narnber of sackes in 1w 11adable sector. The resacive
aier o Loerefore given Ty

A
T

LT e
J— il

F ; T .
[kl PR

where & i che set of all prrsads. 1) is the fiesl period and Tl e Al
narnbier of wockers in che nomerasdalle seetor in peelod ! s oeer sl cities, gbaeoaed
in kath pered ¢ s and peciad 40 V7 is defoed Lnoan aoabipons Basheon.
Equaiint (7 45 consistent with the way Lhe individoal cegoession awighia wce
definrd & the wum of all weighis ased v cgoad to the sen of the pumerator apd

the demgrvunator
Y- Y AT A (W)
o Yy WAl Lany
where O b8 1he sal of all ciics abserved 1o both pericd ¢+ — & and pecigd 1,
O arilitional job in the radakle sector wif pesidy ineo o7 extra jole in coe
rciteadalile seceor.

3.2 Critiques on Moretti

Marecr was kind encagh L provide me with the the Stata-£les lee used ta
valiznaate 1he Jocal nualipliee effect of the soeiee Lealadle specor on che entice
ntibeadadile seciue. Tlus allowasd e Lo wxi ]y reprochiae his escimeie af 1 5%
asd a0 revRest engitess ol dssumpdon be made 10 get chis estimale. Sooe
of thew: saemptions ave new complataly conawesnd with method descelled 1o
Mateud C0100 3 which e published 1his reanlt. To poeswa aoy confusam |
#ill refer o method and asjumptions oecessary Lo get the exael eslinage of
LA% s "Muretsi's method™ aorl T will discuss oy discoopanies with bis paper
in Scetinn 5.1,

Vsing bdaretei's method a5 a auartlng poimt [ will disciuss she changs 1 tuacle
L1 pet & ook acrurate senimend of the local emplovtosee soliipker 1 found
Fve weys bo nake his estimalion of che local multiplier moce accocste and mnre

oot

+ Iremaw mdusines fom the analyas chatl oo it observad e wepry period,
» I do oot treat mining ol sericuliure as oonlealabile industries:
4 i ute a fuare HELTHICE shifs-chuaee 1eHk NN

| weigh hoch tims iotervalt in 1he datasel cgnelly;

[ pruvide a coure accurade escimace fur the melative size of the nonccadatle
werctor b the ‘rudable sactaor.

In this srcdon d will Uliavrate why ewty change hopoovee the relability of
thr retimation. The roinbination of ches Bve changes resala ioa die mechod
Wescribed o the peevions socion and % ehe basis of oy orn analyas
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121 Esngenows shit-share instrumant

Pdomenti (BH0) naes ehe sum of all inetropelitan aress, dncluding e oam city,
ter deérierming 1he abifl-sharce instriroen

AN > {':u_'_ (,n ( _':.r: _~.=_,_,._,j In (E n,_}” 7

o L. L

An insirument is neccesary, hecause these w an endopenaity probbemn when oir-
ertly usibg AN The mafer drawbpck of this iostnamane is that .'_‘|._".'_':_, i)l

i included in e constovctian of ANT | Berause =V consistd of the coanlyin.

atian of the grosh of all tzadabie sectoes in region <, aud 3 U7 inclles e
growih of cad radable eub-secior jo all tegions. Se this watnment violaces
L assuted exogenelty. Therfoce 1 s eyualiog (2 inacearl.  This cxdaadeg
Lhe chamge: io the own oty scheo ralcnlrting the overall Ercwrdb oot of enbevrn
that the changes in the ceginn Ay drive the watinnd chaogges:.

3122 Corecl relative sector size

After 7 - 1he elasticicy Lelwesn Jobs In the eradable and che acatrad able secvor -
i eatbmAat el Whe Jooad nagltiplier can be caloulated w3eh L collive size Lt meer
thrar twe soceors Moretti ennsiders the avetags saze of she tradadile ond ouoirn

dable sactnr in 19 over Al g Lhan wee olsernsd in Che THEG TERO fntervad,
w find a relatize mze of

T Er- uip "'JT AT (&)

Whilat thic swthud might roals in a3 reasonabie estimate of tho tolasive R
et wiwm the wesilable and che noneradable sectie ahen consitersd cr all 1hres
MATiolz, e eslrnate the size of the mulsiplic based oo the growth from 1240
LK) and Eaorn 1990 J00F, Lol wnt From 2000 aowaods, Sipop the redative siae
vf the tradable (in thir mse manuEsouring® secloc has decreser over -imwe as
shomn in Table 1 Moretsi's mothad Iweds to an onderestimution of Uhe siee of the
cradabile settor. Addilzonally this defioition i inconslsient. s5ch his (irRoition
af the weghes ueed for indradual obscrvationn in the repession.

Therefae 1w the size of e tradable and the onontredal:|se seotor al ghe
start of each iderval for ol cities to determine e relative e of Ll spctorg.
Ciniess thian wre olaesved i ootk el erends will be inelipded LW i, anre with their
si#c i I9H0 and oo witls thair fize v 1990 T define e molacive 824 this way
i 5] aod fiod

}E:',.-,_,_ ""'-‘-l:'l.?ml.l k l}:- - -""'I:':‘:;E — L0k

= g
= '
T T N L

r
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123 Wegh Lm= intervals wqualy

orelli weighity all olwervations, Lhowe over the serval 1960- 1466 and 1hose
o thye Jocorval 199002006, Ty chiein size in 1960 i his CeETeRsion aod vaie. This
ran he exprossed ag

by .= & T . _";'_:L"._::'._,;“, .[1|_'|:|

S

lmi thiz is peoblemalic far vicies obscrved in 1980 as shown Ly Lhe fcdiowing
eaample.

Conrider a chee locad madtiplier of 1 and a iy in 1930 withe 100 sorkers in
Lhe traciabile sector and 500 sorkebs i nontradabde gestor, IF Dhid cithes atechers
10 vradable jobé Teloewn 1080 a0:4] 1040, tha mullaplu will coeace 10 addilicmal
oha in the nonceadable seewor. Taang {107 1he weight of the ity is 520, whilsl
il woune charges where obscrved from 1900 to 2060, 1hc woipht mould be
€1). This iz incravisdent,. barause obserstions of e el 0BT LEIEIh pre
casreightad ]

I hirth caces the eslenadinn resull is 2 - 02 I5 et codemlace the relacive
gize nf Lhir mookradable seclor oo ihe radable scoree crmsgacent. to Lthe difined
woight, this reenlts inte . 4.0 For whis oheervacion in 1980-1590 and r = for
tha same ohaervacioo in VRNR2000. [f i3 clear thar ooly thie latter wi| Tesinge
it 8 correet eatimata of che eoge moiplie -:rr.':.' - IJ. Theaefupe 1 =il use

the combincy] sizc of the tradabbe and ele nontadable salor in & vily nl the
beginning of 1 interva’ 10 drtermine the Togressinn weinhl w5 shown m {4).

324 Remowa unbalanced industriss

The indupiries of 1940 and 2000 are cecoded o the thoes-digie indusiry prmdes
al 130, “Thiy eesully in sotoe iodusiros thae ave neq obeerved al all in 1930
oF 200 arcording tn Lhe 1K industry codos. Meveren ineludes 21 ind wscrie,
bwc ladustries chew weren’l, obacreed o Fad woald appeear 1o haee iprreased
infinitely, "Jio pesteent Lhis I chuonse e remove sl andoscries chat do nel bare
a1 ledsit ome emplayed worker abzocved in gach ciow perod  This maso i 0 che
remenal of 8 cradable indoxidee and 16 pootredatle injustses.,

123 Exdude wining and agrculture

Moreitd deBaes the cowalable sevoor as &l rsErlErTLmng industries and che
nontradatee oo ac agricollare, forcetry. and Asharies, Mining; ComSCEucrinm:
LenypoTtation, rean manicaciony, and cther public utilities, shcdsale coadde; r
rail trade; finance, sorance, wnd ceal eskane; bnlvess wnd copeir Services: [rat
onal Servives; enlcTlainawat and roorealiog sorvices; and professlona ard re-
lsard servives ] changs ths by cinoslog, not to troas apricaliure and nining
a5 aontradable doztties. Mining iz wob 3 noniradalle indistry, becouse the
prodict of shis industry can b 20l over the it conotey and abooad, T alas
oL treat minkng a4 4 Lradabilc industoy, because Brind cannol 1 elpculs Lo @ pe-
g wikh lomer wages as irms need oo b peas the s found i L Eronngd.



4 Data q

These arguinenes kir treacing tunimg 2 neichir radable nor montcadoble 2l
held for apricaltyce, albeit leas sirict,

33 Alternative Method: Direct Difference

[rsterd of uking the chabge in che log nf the numbee oF jabe and a rEgreegon
=eight, it s alse prealble o do the woalyss dicectly witll the rhange o the
rubet af jols in cach secior. &N, and &2 This scact mothael s wsed
in the anadygis of Sweden Iy Moretti and Thylin d2003). [o this vasc the QLY
FEreagion b5 given by

RN Jas s (11}

and no weights are necezanry. Tl parmetsr 3 directly eopesdengts the cFeact of
the Joral multipher, Ooe sdcitiomn Jobi 3o e Aradalile seccor oill resull el f
evtra jobs in Ue neatradatdy seetor, The ndirginent becomes

NN LA {13}
T

becuoke the Jaygeed st of an wedustry ie used instead of the lagyed shae. Theoe
w oo likeratur on which woedhod is preferable, =0 1 will rensider both Bor Iy
analvais. Thw di-cer diffcreae aethod doss appear 1o be 3 clianer At enech

4 Data

Fig my acdlysin of 15, cities T use the sxwct wune dacaser a8 Maoretci [2010)-
I ww: the nited Status Censos Datn prowich el hy MTMS US4 [Roggles et al.,
W01, Thiv eeusys dals prenacks 3 1-in-20 pationol vaculuio sample of e
popudation for 1980, 10 arl 303 The saoeph: of 1080 5 waweighkcd andd
the yampde of L9490 and 2000 are swighted. Fac cach individaal i contains the
raeLepodiban feea his hoosehald lived in, his rmploywent dajas, his wage and
Ehw aodustey e worked in.

It is imporLant to noce that bhe populations of meny YA are oy qiy-
tiadly Srentitied Lo Wi censns daky, and inomany cracs, Ui waide bl porlion
ig reneidecably lazge, The reason for Incoazplece roverage iv that cha eauers dyr
[car tirese saunples include o apecific informatim about wetre areas. The mst
drtisilod govaeragehic informalion aenilablo s foc 0B cou BEY groups oc {or 1000
or BEK PUMAS. freas wldeh ocmssionally steadrlle offizial Bwsoo aess bowgd-
At IF any porciem of 3 straddlng areas papulation oided oorside a single
mebea ared, the METARFA wriable owes 2 cnoesrative ABE ORI etrategy
i ileatifics o Teteo area for all esicdeny of the abciulrl ling area.

The mucnber of citien aacluded in tle Javaser increzsed rmeer tine, tharsfore
the panal datascl iz unbalanced, but chis should not s avcrer pfectz on
the H.'ILI'IJ:I-'}-'iE

The industries ol |94 and 200 e tocoded ba sbe thre-digll induziry cowles
of It Thia trsnllz in some iodustocs thae are nat okeerved e a)l 5 1980 o
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2000) avcording ie the 1990 industey todes. This iz a peahlen for oy estunakioo
at il iz bosed on celative tharge, wnd thas would sl lmees mply an whhinike
chanmge. To proveet this 1 choose Lo sangar all Todusceies that do mol bawve ar
Iz, e emapluyed] workar ob=seeved |l tam time period.  'Thiz cesults i Lhe
mmorval of # tranfahle indostries wod W noeteadable indusise

Frr my anedysis [ sebecl all eapliped srkers wod agmregate theie living
in Lhie same metengalitar area end wegkiog io the same mduskey. 1 ageregite
thuay bazed o the weighe attributed Lo kb individusl and for every olseceed
wear. Uhe results of this agaregalion -4 caplarcd by Meers the qumber of wnrkers
i indawtry 3 oaf chy o at time £ | fonsider 74 tradable industries wmad 119
Lorlradable indusiriee  Owverall T alisfove 245 citics, 226 of those T oldorve in
the prrind 193 1990 and 238 ol thuse [ obacrse io Uae prriod L3NE200KE.

Tab. L: Emplovment shate in metropalitan amas by industry Eroup

Censun Year
Yirlastry LARLE 100 2K

 Tradabdes 22.6% 17.1%  14.6%
Manubariuring  BEAW T T

Montradables  75.5% &009% 8375

COnELTNCLiLK g G.a% 6.0%

Transportation, winmuoicatin:, el g5, 7.0% 7.a%
nther public wialilees

Whilesale Lrale 0,09 494 365

fwoal Liak 173 19.0% 17.5%

Firence, imsurareen, and roal sate T RA%, TR

DBisinrss and repair serviess 4,3% L7 7.0

Persankl secviem 1.3% 54N 3AF

Futertwinmenc anrl rimreation soryvices 12 i L%

Professional and relaied services 29.5%  25.1% ME%

Cther industries 20% 20% 1.7T%
Aprivaltare, fomeitor, and finheriea 1.4% 1.6% 1.4%
Miming (4% 0 A% (.2,

Lota uraber of wuckes (<1000) 64,192 76887 93943
Ralative aize oontrpdable 1o tradale 4 M LTIT 5.7

5 Local Multiplier in U.5. Cities

This scevion Ao four escimates of Inead amplovment mwltipler an 1.5
vites, Taoatarl, all resulia ishegior] "Moretti™ are ciled directiy fom Mot
2010, The mamber of nbserations and R-squared wdue are missing in this
casf, because Moretti dld nen report Lheas,
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In Sevtican 5.1 T4zy 10 maplisale Uiess reenits s clnacly a5 possibbe maing the
Statadfiles Moretls provided e wich  Sines chiese files aniy cover Uie cstimation
of the botl effed of the tradable seérar on the candcardable seckin | otlwr rep-
fications reqmirer] adel:tional aasom pricns fram . This (s ecmetimes roflectmd
in B replication reanlt that J:fers smmemhint fram Moretdi's own reqort, Al
repilication cosulls aee labelled "Repiicatioc”,

Servien 5.2 Lx e main pare af this paper. Here | show the eosufts of n
impered cetimation techinigue sid aampare chern e Mereti'e oelimed o, aly
tesnlly Fullowr from 11w method deser®ed in Saction 3.1 and are lhelled "Van
Dvjk".

liv Section 5.3 1 apply e mothad mwsl in Morote] aund Tholin (214} o
L dada vseed in AMnreHs (300]. This ydelds vome ualirly remilis, labidled ay
"L,

I extend Ty amadvam o aneame ofecds in Secrion 5d, where I try in fingd
supwal For the fracnemnck used and condader te welfnce effoct of an expranding
cradable secior, Finally T discusy the effece of the WL Gy e nt Tate om L)
tize af the bucyl multiplice in & previes of Tulace research in Sesctoon 5.5,

5.1 Rephcation

Twad able vo axarliy coproduce Morel i’ stimate that for cach additiona b in
thedinulpbee sertor i a metzovalitan stalistical Brea, 159 Jube are wrealed o the
il adable soecor in ebe same ares T ool like ta thaok Morecs far Fresvicling
we with the Stack file Do mied for s socdvein Using s file 1 wad sbe tg
FCWHRAC Cnginece che assmnpion he owle, to rome to this eract eplicition as
stumr 1 Tale B,

211 Disoepancies betwesn 1he method sed and the paper

1 did sligraver thres discrepancies butwesm the method Morstti dascvibes in hiy
paper and the methoal he wmonlly wied? Tirst, e states "ibe azmple gn-
cludes tun adarrvssdons per oty eormespanding 1o 1 perapda JART-I0Q0 snd
13900 200", ber, e wlva inrluddes citice obdrmasd in just one meerad, Semiaed, e
mates "ANY 1 messored TRy clafRgrs (N OANERNfACHEE cruplopment, whils
ANET aneludes gl other andnatrios eZciteltny ayFioudie e, raining, gevernmient
wred e mititary”, whilst he does ineclade agricelbore and [rREMineg 2 ncmbradahls
ndugtrics, Thind, e staten he s 3o weighited evermge of natienusde em-
Plogmient growth by 77 norrouwly defined industréea malhin manufacturing ", but
in farh he uges B2 Jndustries within mangfacturing io the 1990190 paricar] and
T4 indusenes within meinfeouring in the 14690 3000 peria .

Y1 this papar | owill eefer G 3ometly sl i the nethol e nred < den Ly the
wplligili=r oF 250 be peperls. ioanesd of the methar oa deblril+y hirmedl in hig papar,
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3.1.2  Dwrable and nondurable iradabde goods

[da mat iave the criginad diles for Moment's other cetimates, 5o [ will modify
the melhod nsed for the G satinale i aecordunce with tha deecriplion in his
paper. Fut before T do this, | will oode 3 diecrepancy in Moreiti's anglyeiy of
duralsle manufaccireg pods, The loed multiphier e pressed in "Acirlitivnal jobs
fnr mach mew Job" @ cadenlated by rmHiplying the eiompded olaslichy boess
o 500 0os wilh Lhe melaive aige of both secrore mn describad in Seciaon 3,

Moretli does nat erpont the relative size he uses, b Lhis can be caleulated
from the coported elaskicile and molliplier  His estetnate of the effedt af employ-
menr im durable tradabic geods vo empleyment in woocradable s im pliey
Lhe Taster gecror is L7805 122 Hmes larger. This fecms fxcruive. 4TS
Blively the relalive size usad can T sderved fram the standacd cfoc reparted for
both the cfeaticiey and 1he multiplier, shicl shoold bave the saeue ratio Bt
it 1hiy rase tha standar| eomors imply the nontradable sectar ia LVEA 135 = 13
Limes bergee than 1l durable manelatedng seotor. An estimale that swens
teae reaunnable. 1 [ apply chis ratio o the etiroated mulilber 1 find an
dlantivity of 1S, w1 ot seeme Matumabic the repartad estimade of 910706 iy 4
decital roror.

Whrn 1 replieate biv anelyais wing the IPUMS chefinition af doradile and
ohndorable pamds T fisd similer OLS estimates and o nontradable sayiar 1
In abonl L iitues lager ac the desle irsdable sscvor, "Thin ssemns Wl TS L |
wilh my predictaon, bal 1 sl ao estimated nnlaplier betneon durpble may
Ularturing and nemtrdables of UGS This i aoly dof of 1he vwadoe T Mol
Merelii meant, 3 Ul 2 90il] & discrepancy 1 eanpat cxplain. JThioefore 1 kv
The distincrions belwoen docab% and nondwcable mang fuciiring ar thia, bl b
eddin: at=l values can he fonnd i Talble 2

513 Local mulipler of tradables op other Leadables

Muoret 1l estiinates 1the effeel of tradables on cther tradabife by rundomly spditting
the 32 Lrastable awb-awdors iv rwo partz: aad finds a muitiplier of {124, From
thia e concluded the modlipher betwmon drada bes is straller, consistenl woth his
framewoth. He does nal eepart, which graups b weed. bt 3 seems Tibe Tie ooy
Land oo speeellic set. | was nol abde to reprodirs iy w30 inycead 1 raodowiy
divaidal Live tradable swb 3eceor inte tma groups of 41 subeseclors. T i thisz 1o
Lites and calewlsted the muoltiplier for coch division. As showns in Tahle 3 T
find an dverage mcltiplies of A5 wlibds B4 moce Tobist prodictar of |he oot
wizhin the Lol woptor It a2 larger than the value Bned iy Moretti, Tnae s4i]
gztiaaler thaw the mltiplier of e tradable sier on the ool radabi serbr and
therrfare coneistent with 1he fracmewark uked Tiy b Mozel 11 and mo

5.1.4  Skifled and unskilled johy

Moectti diffrrentiates briween skiiled jobe, those fiulfillel I workers mith 1t Jeast
monee college edical icn, and unskiZled Jobs. Sufilled by Elose geille s high selil
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it

lab. 2: Lecal Muleiplier efect of Jurable and nondwrabbe tradables on oootca-

dahles
Moratti* Replivation  Wan Dijk
FHert aof 2oadnhle dursble on nontradeble T
Ilasticity 0115 LN 0,243""" T
) 00,035 [rraa )
Lilagsinity [V RL .07 THZES
(LR I NI B ] {0320
Additional joba for eweh rew ol n.v3 02 0,50
{1.73%% [1.535] 2385}
Efccr ol tradable nondu=able on nontradaly=
Elasticity (M5 R T i, ey
M.024) [0k (0025
Elasliaiy IV 0. 250 12 R 0,195
TN I TN (TERV g )]
Additional joka for muh pew jnb 1.4 w13 L.263""
[0.54) (s H[IR
CHmenatione 464 dti1
Adl H-aquoered & 0H] 1433
Finet-stage etatieic” L4.6T 7.52

Hate Riobnnt standard sfrnms fluetemnd by mnod mepo-lad in parenc hasae

% "It Aignil farsc bvel, urber of obeervatlone, B opgaoesd ward Foaladibic men: not reaccled by

Mopaeti

"1 repet Uee Lhagg-Danad] Wil F patiblic bucause Lhe Fleileerger Moz rl Walil 19 slakimly =

P
" Bignificacce at the 107, k.
" Sygnibzancs at Llw: A% ol
e Signilicance vt Lthe 1% cvel,
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Tab. 3. Local MolMipiier £t of Lradalles oo oehier cradihles

Morerei® Replicarion® Van Thjk™

Elagtivity LY T (.54 0.7 (LAl
TR ) X ] L [0 0LT)
Elustic itv M MnIvG [ #n4 0TE
(1.15G) {0.033) N0
Acclogal Job= Fac gach pew job (026 2,413 0855
(6.4 0.3 0k
[IbserviLious 40 U
Adj. Bragpaacer] O, 33 QLAY
Firzst-atams saristrt G 1 D41

Note: Kobuel slaocard scraee clustensd by roa oeportod Lo po ene hite.

* The Aigoiticapsd: [evcl, pomtsr of obesrsallsng, B-squared =od F-salisie e
nur reported by Bl

b Taksd e Lhe geerage of Lo manduen divisivee ol Ul eadalie wector

= Tl Tlellpepen-Faap =k Wald B acatistic

" Sugmiflereds A he 1% 0l

" Eignifcanoe ar cho ST Jrvel,

" Llgn Aeanca &l the 15 Ipvel

diploma o1 e Lappliog] s deBoition Lo 22 copsus inewsice of sducerionl
rrtaleiment . inclnding everyme wito "Regulae high scheal diploma”™ as umgkilled
and everyare starting froem "Some eallems, T e i L yrar ™ aeskilled.? [ was
able to secorecdy teproduoe all ealimaler] elasticitios, wooept for che elnsticisy
hrteecn wew Jahe for skilled worsers oty tEadshle 3emtor wnd woskilled sorkers
in the pontradable seeoon, deoridl be seen i Talde T T ode ped koo sebal Moectti
did, co @gor such s differcnt resilt Do Bhay escimikie

dimee Moracki docs moc peport Lhe rsliytsse Size betwern seclors be usea o
comverl lis ddlimated eiasticibies b modtipliczs T cadeulated Lthe mlative size im:
plied by |y extimates aod their staodand errom and reported them o Trbde d.
When the relative sjes between parts of Ul trad abie sector and 1be nooceadabio
stoer i kneewnl and thes part adds up Lo the 2otioe toalable sececa T ose this
enfnrmtudaon Lo cildulate ancther catimete of the relstive pive botsoon 1he Eracl
able and the uontiadable sectgr. ¥ omerlhing poes well thess eytiinales shanld
all ke vory similar. Froen s lalle 1 bewanes appacent there is someching
inconsistent ahout che pelative sizes psed wheg splitting Lhe oontradable soclor
ity & skilled and an woskilled pant.

Tha clasticity betreen "All nnoceadabls and Tradabde skilk<", "Nontrad-
able skillsd and Trdabln solled™ ond "Montradable anekilled and Tradasle

1 The emedian Inwel of kduathe o the marjale Tes o lesel Jigher a1 ©1 year of calleg
therefare it sl mizks wense Lo splil between skilked o ouekbllied e, recclling inlo o
g R nf Jmre iy anl sl

2 Thia leaves oul "GEIF or attrmacive credspia®, B L oo ang empleyisd iooa BASA
tncluded -noshe SRR Earp.
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=killed" are £11 niohiplisd wills Pl celative sige betpean ™ Noptradable arnd Trand-
able shillad" e dicermnin the employeent rma)tiplier size. Since "Mogtraduble
Rlalledl” and "Mentradable wnekillod” we Tndly by desiign ahenit Lall the sige of
the eotive nontradable seclor this loada w a dovbling of the eslimaded mlti-
plive. Thia ki boeo eocrectad in my replication zne ciuowes g larse downwan s
cormertivn It the estimaled size of the nliplier.

Tab. 4- Estimated relative sise barwapm seelors

Mustlr Rephcotde  Yue Cmk

Noentredebe wo lhulslile 474 4.4 4.0

Sl bafalle 1o 1 radabde Dlaable - eedwstds' 450 d.4 410
Sasruchble posradahbe (aglled = unskilicd” g7 472 Anz
Popctwlulib Sohilled o unibilhd | e grodeade Sekilnd - weakdled] 94 o 74 4.0
Neatrptibie to eeadukh- abing] 9] 7 4.kl

M vujahle [keilied £ unakillpg! 1o Lreden e d0tied 10,58 [ LTS
Hurcralehbe ue -mlahle unsdild 0 u1a oAl

W rradzbh: cabellogl o pREaLed) Lo btk urcdodied 18 B3 01R b.AC
Sonereeclehds wn coclulile chmahbe 12540 Lae 1044

Seaxmradald o crodutibe e-yrae TG THd HE

Muctrmtolde akilhe 1o Lraedean kil w3 9T 56 LR

Nootradul b wadc bl 4o izl akin teillag w82 LR T] 4RL

Mnudabe chilliad gy sredohbe nmakillal 40 L] LAS

Mrudnulebde unchilhe] W irpdatde wrabdla] 91 iAT A5

" Cinly hasnd on the rdlalive stambire] opor, B e -l T et et i dn thr edical sy, 4y

5.2 |lmprmved sstimation

Aftir revarsc englueering Maved W' assamption T fonnd sew izl ways Lo b Bz
edlimowicn of the laal molliplier moee acooeate and mare tobust, As il
t Seoviom 3.2 | made Sve lugannainents e Morctds metxar-

v | cemove indmstrios from Che anpdyeis t1at are not obseewd in every pregiod
[baignee b

= Il now trear mining and agricalture as modradahle o wges Cindam.
tries;:

# T use b trowe cxugenong ahift-share inetfgioent sastoument |,
« 1 weigh both tine interea’s s the dulwsit equally [weighta};

I pourvinde u mote wcncate estimats for che eelat i size of the nonl cadahle
secCoe o the tradahls ssctor (i ).

The modifid estimarion «f Lz Tercal j"|'.|||'|l::|;|-|'i|:r[ is 1.1 '"The BYRMEE chfecy of
cach individual modification i given i Tahle 1. Coincidentaly the avorage
effuct fur all five changes adds op €0 the totat difference bet s Yorotei's ang
iy rlimate of the Jcad wltipler 10.37) Thersfore 1 can easily drmunsace
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Tab, 5; Effect of proposed changes on ithe estimated size of the local muliipliers

Effect on mul:r-lplir.r_ﬂt.irimtcd by Moretti

Exogenous shift-share instrument 0,19
Correct relative sector size .21
Weigh time intervals equally 0.8
Hemove unbalenced industries 0.0

Exclude mining and sgriculture  <0.06

Tatal

.57

Fig. 1. Efect of proposed changes on sige local multiplier

Size of local saltipliss {jobs)

"
&

1A

Woreiil

Voo Dk Soe B [nsruoiment
I Yeighta [ Inclissdries Balgisce



i Loca' Mutiglier an 15, Ciedes L7

Tab. & Teatad Muliaplier eflect of rradables on e rclnlsbios

Moretti® Replicieivn Yao Dijk  Linear

Elasticily 0TS 0544 0asa™ a3 0870
(0038 j0.0as {gEsy  jpas
Elastivity I¥ [.335 (h33E 0253 e TARTTT
(04153) {11 U56) (0.082} (0-677]
Addicivnn pole fie each 1.9 154" [J00) I 1
0ew job (.25 0.253) .32 {0&T7
Cioecrvation 46 I 4R4
aij H-sguared OELL 0.1%] -N.139
Firsi-stage slacistic” 8. 36 .14 2577

Foir: Hobnen scamdand erpors Clusiersl I maa mepormad in fieenthedn

TRy cgidlivanre level, mumeier nf alws-rraeirs E-aguseed and F oatadiclic weee ngs
repucbed by Mpeerdl.

¥ Ihe lingar edimate is not an slasticity, but a dlzey stinete of Ee maltplies Hiae.

* “The Hlribergen-Taap rk Wald F s1mseis

" Eignaicaner &t the 105 lovel,

™ Signilicaces ar 1bg W% [o el

T B ab s PR Tl

thae Sropact of earh charge prapbically as sowo in Figare b on che poseeding
pagt.

TLarsneighted LS panel aatinadion of the clacicity betwean AN and ANT,
ity 4 — 0.3 This strong eelaticnship can also be eeen 0o Figuee 22 on page 20,
i1 o i% AN overestioaciom nf the booe wlasticity i A= it inchides effeids due to the
emalogencity ol AN and efecls due 1o omitted vardabiles. A weigliad 2515
vane] cstimacdon correcls for 1Tese HTs The instroment 357, 1z streoag and
Lhere is a clear corralation wich che indapendens varinble g5 shnwn in Fipre 2r
The: ewogenons independert variable 457 s predicted with 287, and A X
A seucrer plol of these predleced values againkt 28T 8 shosn in Fagure 2
The wswighted 2518 sstiuate of du elaglicity betoeen ANV and A "-._T'I ia
.;z_lc.'_*-e - 0ih The nentradahbe seatoe i 4 02 cines latger than ihe sradable
secLor. Multiplring the relatdve sive witl the elascivity resules soco dhe esed mated
logal lomg-term cripleyment maltipliee ef L0%2 extra jobs in she nueslnedable
seclor bor rards ol created in the cradable secior in the samw city, See Talile 6
for an averviee of use msgls aod a sumpe s wilh the alther met leods wserl.
Tn Seevivn: 3.2 [ zhowed 1Al 1he Boe changes 1 made are inpoivemrata and thal
Lherefare Morclil's estdmann is fo. voresLimurion,

A prublem that remains in my anaivss o that L tradabbe sector sonsisss
cmly of memufaernriog and Al arrviess are included a2 nontradabie. Se wlhen &
tradabbe indwsry, el alse includes services, boones, the larcraese iy oo ploy ren
e this sarviee sector sanld b incorroetly aooribntes? 1o & bved rmolliplier offsct.
Jenser ar al. [2003] used gooprophical clustering o Wetemnme which industrice
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Tab. T Fatimated local Aweiplier by Skall Lowed

T=jreéem vasahle T T

Al dkrtrudet e T Hnmmodnble skiled Fentradeble wakiled
“HMorr. Repk wikjkT TWom Mo R 1tk M. Repli v leje—
[idapend s wtiahbe - Trodnhb wal'sd ——

LS O2RF LAY 0RO pdE cdMTTT AT o poiawttt coaatt
AT, NAdaT  0nGRs W] CUOdE] (T0Ed] JrEhl  0XE) o
Y CE? MR OlW JEE 01T R C Qe OLa
(UIar;  rLIGH] AR (PR E TR I TH T CUTEL (DB
den jHe Al TA9 LNFL LIk 1:28 413 UDM 1S5 QP
(15 11c471 (29I0% TN T B T T (145, |[oTHE (LTI
Ivdprcorns vanabk Ceadahbe wkalln]
kL% wEE AT LT G0m oudt ons 0517 04977 CoEtt
IJERL 03y [Q3d] [ILLLES P T S Ry (1 b1 B e e T (X - 1 [
M T ER R T T I e Tl Lo A woar rReT D' G2
GRTEC (UILTY  [REIT) ML DR (A b B B I T 11 1)
144, il .11 1 £ a). L) 0.3 Bl S s ] 3R Lag™™ amz
F g [T (1AM (1) R - R T 1) oG LGy 0L
O, i E L] L] o) ol ot
&y Ii< 13T N5 AT Ngdd 33
Bt .35 T 1A FLM 1574 R

Yo |t samianl £ re I.|Il|l.'I'| H InEE e eLe o0 pase i s
- _-|I-l' =pificdaer sorlonirbo of carreslhas A-spded) wel FHBHD sc sl mpasied 36 Mdaml
LI Vaimgg-Lenabd Wedd Fooiw sdir el I KErwrpHn Pasorp Wil F it mmm.
ﬁ.ulu-.r.l Ine LI% |rupp
E-I:I'li'lrh-'-' Bl b BE o
SipiNimpe d lle IR ead.

are doowstically tradable, This could be agadied Ly rletermine whicl servicey
ane tradable and whit mefartudng is nontradably and rofine my apelvsis. In
tRrt Fagyin ;o Qvermian (2004} apply this methad in cheir anadyis of tradables
and oontradables o the UK

5.2.1 5Skiled and unskilled jobs

U lgve avo applicd my impeoved woethedd to the smalysiz of che diflerence o
i plier Butonean skillod and nn-killed ks, Ax ghown in Table 7 U ebmated
cize of Lhe offect of boodalale Joba. boal abilled zuel amskilled, oo ooncadat)le
jobz is grealiy teduced by this improved analysie.  Any peesble sSgnificawm:
disapmears. The differenoe briwrer thi multiplier efect of skilked ang unslled
tradahle gobs Mordd sogeests canld 92l exist. but it s mot augEnceed Ty e
15 census rlata

I wdl wat, disemzs the effece oo the eitiraces when the aontredable soctor
«f Fplit boteesn #killed and uoskilled jobe. becanss 1w size of these wulsipliee
dependent u & gioas overestincion of the siso of Sbe nontracdable sector, Far
thigie: snterceted ! did inelode these ael all other inproved estimades in Tablog
2,3, 6 and 7.



8 Local Multiplier in LS. Cities . L]

5.3 Alternative analysis

Finaily L iesi the robustness of the rosults above by estimacing the local employ-
sl el biplive again, (his tirme csing the direct difference regreslon method as
deacribend e Jection 3.8 ao used it Moeell ses’ Thelin (20155 'his method
i mcu & 5 Leaight. Forward and conzld therefore be eomsidercd moce roliable Wien
the eqtimated miltiplies s cobwst, boch estimations shaoold vield simila cose
s, Bt im fact it reenlbs into & very large wrgative mobiplie of —+.77 7 This
coukd indicace the escimated multiplier is steabgly dopendent. an the methad of
e Li nugkioa,

B is unlikely that Lhiv etimated mullipdier of 277 is conmel as it implies
Lhal every new joh ih the tradable sector srowds oo alnost thoes joba in Lhe
Wnnilracable seccar. Tl 15 inpartant to realise Lhat, 3f joba in the tradable seclop
WEFC cionpiling direclly with joba in Lthe noatrsdable seetor, chis waould jmply
A negative loval molipler.  Buc even of (he Jahour supply was fixed 2 new
Jah i the tredable sectar would only moke one bess warker avidlable Tur Lhe
tiatitradable secten, ivoplying o dawer Do o the Yacal moltlplicr of -1

A possible explapabion far this resa® 15 the effet of vatliscs, This can b
ween i ] stages of e analysis ws ehown in Fygure 2b, Figiee 2 and Figue 9.
Ad 8 eemparison Lheso utiiens dan't have this oot when wsing log, difforenees
HF. shpwn in the echarper plots of Fipoee 25, % and 2e. Thlh could EXplait why
Mowetli used bog diffrences for the U5, hal it is unclear whethor bhiy paolilem
i wryue bo che 175 4lala. Using che log diferenre analyad on the Swedish data
meert in Moretti and “Thalin COLE) waull e an inberesting o parison.

54  Income effects

In the frawaework i section 2 1 assumed that iocal labaoe sopply is not perfectly
Plastic, e chere should also be an effoct of emplorment in the tradahle sector o
gy in the nontvadalibe sector. To best, this [ detcetmined the medlzn wage in
bhe mootradable sechor in every povnd i every wsa frotn thee U5, renagd data,
Colvmn "Wage" 1 Table & mopers the recult of ingresping the Ly cheogpe of
e mesfis wage i the nootradabbe sector an the log shange m emphyment o
L tradable scetac. 1 find than when winplivmernr in the eowiahle areear in a
City lucreases Dy 103, the median wage in the nontradable sovene wereases [
argund 45, This cortirms ehe poediction made haged am the framewek:.

I hawe shown abtracoiog johs in the tradable seelis (fcrepses AT aluynerne
amd wrigee in the watradable sector. Uhis suggests thal, attrasting 1rarduble
eke s wnarnbiguonaly beaeficial Bw evecyone invalved in the .ty Eue orhey |
conaet tha median weage Bac the Hoose Price lndex® of every s, T oan estinae
che elfner gnothe real wage. Colnmn "Real wage" in Tabic B shows there 58 o
significant #fhect of rmplovioent o the tradabbe st on the weal mspe in the

* hipmennl anmd Thuliz icedyde Lhe 13 ceaa'ts i their paper ao Sweda- byt they di nmt
rtda the anayeo of e F.8. wilk thi umethien] they wser dir Sueden

T s lule agritloure wnid mining, bor. thes hae waly a mince effe.

U The HP[ is & briad mesagre of 1 cemmen: of Alngli- Family hoee perives provided 1
the Fedleral Kaursng Fimnance Ageory.

)
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Fig. 2: Scatter plots of the moltiplier estimation

(a) ANT, and ANDT (b} & N7, and aNMT
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6 Discussion and Cencligann a1

Tab & Local Multiplier effect af jobs io thewodeble soctor on the mosdian (oeal)
N HELC a0 Lk scaribomlalile ssckur

Flct of traclable jobs on ~ orage Bzl wage

Flsticity QLS 006G -0
ILN23)  [043;
Lilasticity BV T L (X117
TR RS ER R Py
[ Hascrvarion: 4t L4
Adj, R-zquarcd (1.37% Q210
First-atape elatistic® w1t g

Mole, Rohuid glarlar] errese clscenal By moa reporie:d
in parenlbes.

" The Kkabergen Podge ra Wasl  alatilic

- Sipmificaaue al Lk 9% kel

" Kignifacance 2z e B% leeel

- Signilicanes 5 eliw 1% level.

nenicadable seclor. In olher wrwk, fusdlilie ap cequest, [ ahow cho b ore-
aned Lo the pontradable sclor e falflled b prosons who migrats feoos of e
regicmy, not by the incormbent popnlalicn. Combunng these tees Bodings sny-
gty ineumbenn wiogkers in the noatrsdable sector do oot expericoos & podseive
et oo Chedr real e and dndiunhent wnenplayed du oo find a job in the
woplriskahle sector, Cherefore Lo iuplicatkns fur the selfue of the =t wen.
pogwdation of a city, due to the effact of the traduble sectur on the noolradablc
sonilor, ane awrnbdApaous At besn

55 Unernployment

T fiture work, availatde on reguest, 1 andyse the offect of the wnomplsvaent
rike n dhe size af the Incel wouMipdiec anrl e Snpuect of the loeal Bonllijeier
an plgradaon, Citics =ith a high wcmplmement eate are likely oo Bree a0 lig
loect] enniploy oeent anbeiplier  Thiy is wery wseful &2 sogiond with 2 high wsem-
playwent rate pemd to espesicuo: Jess growdh, Tt coold be Ao argpoment for
The geaveamecnt to atiract tradaldi jobe W low zroscth regions. Thede remony
winl gn ernplogiment incrense 1he oot susd wonld Experiener cha largese loed
rraleipliec. O che other hand sve i compoetzng fue a tradeble firrm s okl
B iy thos enighe ol b benetivial for vhe couttey a3 o whole

6 Discussioen amd Conclusion

['he Swrdish govemooent Liag cited the study by Socclld aond Thalin (2013 in
their locul spboyment policy and Moreeed wzae hia sdimatod eoltiplier of 154G
reprtrdly in his Bk "The Neo Gangraphy of 1oba™ to argue Lhe impeortanes
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of the tradable ancior. My analysis slowe tbog is s wsereslicgalion e 1w an
endogem us lnstzenenl ancl four perfunciory assamplions. T asticnated that Fae
each jub i anacefatenng o U3 cigy acteweta, 102 ol are eoetad in the
nantradable sector in the same city, Policy basod un *unstti's wcimptes shonld
e reccaniadered in light of these new ostisnates.

Wit [ apgaly the liovar mechod nsel io Moretld and Thaliz (#013) ro che
15, censud doata wsed in Mozetti (33003 1 Lol o lucal employment mulcipliee
of =2 This coudrd iwlicate f lack of rolmecoess of the origine cstimate or
oulliers naving a preacer et in che Catter estimarion.

Merett anggests skilled tradable jubs bave a preeater ooiplivr offec than
uazkilksl tredahie jnks, b the siatistical evidence fir chas disappeirs when
a1 emagrmous insloermsnl 35 osed. Some of Moren ™ eslienades weoe alioady
inflated Ty swltiplying the emmatod etasticily with the ingormsct oedanive size
of indwstries. Seill thts paper supports that the tradable sector i 1he barkbome
o & Tegionil Fentianey.

Paolicy-makers shoald also be awape of the migration and welfare effect that
tollows from che local eanlligber Mlect. I'he excre johs creaced in e oontra-
dablc sevwor by Lhe Loved rnolieplive effect =ill nol directly benefln cheir own
congcitierts, The new jobs in the bonlradabie sootor ace nat fulfifled by wpom-
plosed that were aleesdy Hivitg e the swmee ity but by outeiders, and the ofeet
on thie Teil wage in 116 ool cadabde wed o ik ambiguons Therelome it oeaoains g
b =nem if policy to actract tadable firny e boost locel amploymenl s aelfre

EENpTUTING.,
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The Maine Center for Economic Pelicy was established in 19g4 with the mission
to promote a sustainable and equitable economy through analyzing and propaos-
ing salutions for Maine's economic and fiscal challenges. By doing so we seek to
build an economy that allows all Maine people to achieve personal security and
the greatest opportunity to reach their full potential, More information, including
a list of board members and other rezearch, can be found at www.mecep.org.

The Portland Independent Buginess and Community Alliance, which runs the
Portland Buy Lecal campaign, is a hive-year-old nonproht organization with a
membership of over 570 local, independent businesses. PIBCA contracted with
MECEP to complete this study as an independent contractor. PIBCA's mission

is to support locally owmed, independent businesses in Portland, to maintain
our unigue community character, provide continuing opportunities for entre-
preneurs, build community economic strength, and prevent the displacement of
community-based busineszes by national and global chains. More information,
including a directory of members, can be found at www.portlandbuylocal.org.
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Introduction & Summary

The Maine Center for Economic Policy (MECEP) was
retained by the Portland Independent Business and Com-
munity Alliance to collect and analyze data related to the
economic impact of businesses in Portland, Maine. The
primary purpose of the study was to quantify the impact of
locally owned businesses compared to national chains on
the local economy. MECEP's analysis found that in general
every $100 spent at]-u-:aujr owried businesses grnerates an
additional $58 in local impact. By comparison, $100 spent at
a representative national chain store generates $33 in local
impact. Stated differently, MECEP found that money spent

return to the local economy than money spent at national
chains. These findings are consistent with similar studies
conducted in other states and can vary by business type.'

MECEP's findings indicate that shifting consumer spending
to locally owned businesses will stimulate increased eco-
nomic activity. Based on 2007 retail sales figures, shifting
16% of consumer spending in Cumberland County from
national chains to locally owned businesses would result

| in an additional $127 million in economic activity with 874

new jobs generating over $15 million in wages.

at local businesses generates as much as a 76% greater |

Background

Cities and towns throughout the United
States are struggling to maintain strong
local economies. Traditional economic
development approaches tend to focus
on business recruitment and reten-
tion, promoting entrepreneurship, or
increasing education and skills among
workers. More recently, these approach-
es have been modified to fecus on
recruitment, retention, and skill devel-
opment within specific mdustry sectors
or "clusters” and identifying new ar
“value-added” business opportunities
that build om existing business activity.

Traditional economic development
approaches focus on one piece of the
economic development puzzie - pur-
suing economic activity (often at the
expense of neighboring states, regions,
or towns) that leads to an inflow of
dollars and jobs. Another key piece
that receives less attention is maximiz-
ing the impact of dollars that flow into
a community by identifying ways to
retain and recycle those dollars to sup-
port increased and sustained economic
activity. Effectively, the primary focus
has been on trying to fill the bath tub
while neglecting to plug the drain.

Mazine Center for Ecanomic Poficy

Against this backdrop, an increasing
number of communities are seek-

ing ways to “plug the drain® and limit
the dollars that leak out of their local
economy, Efforts to promote local ag-
riculture and encourage consumers to
buy from locally owned businesses are
examples of this. Because local farm-
ers and locally owned businesses retain
their profits in the community and are
more likely to purchase business inputs
and professional services from local
sources, fewer dollars leak out of the
local economy.®

Like many small towns and cities,
consumers in Portland, Maine, can in-
creasingly choose to spend their money |

||'-J|"'.!I'|i|'.|| i5 -!'I:: |._drl.'|'.'rl'.' : il ||I-.|F-'

mroncy onding, al pational hains orat locadl

LS HESSES,

.
iy r.lil' F:IEI|"': VL e oo r

and otherunse, In this s

PR PN CES AT

plned brsinesses re-ctrcnliml

-1 " -
dolla £IN IR R I.':‘.'-'..-:

(d camne

assessirgr how much of ogollar snent aft docally

pubatine

online, at national chains, or at locally
owried businesses. They can purchase
clothing or hardware at locally owned
stores or at national chains. They can
eat at chain restaurants or locally ownes
restaurants. They can fill their prescrip-
tons at a local pharmacy or at one
afhliated with a national chain. Such
decisions multiplied across all consum-
ers have a myriad of consequences eco-
nomic ard otherwise. In this stady, ME
CEP focuses on economic impacts by
assessing how much of a dollar spent a
locally owned businesses re-circulates
in the local economy versus a represen-
tative national chain in Portland.
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Study Methodology

For the purpose of this study, MECEP
defined a locally owned business as fol-

fowes:

A business that is privately held and the
owner or the majority of the oumers are
Maine residents and live within 5o miles
of Portland at least half of the year, This
includes employer and cooperatively
oumed businesses, as well as nonprofits,
but not government units. The business
must be registered in Maine with no
corporate headguarlers outside of the state.
Independent means the owner or oumers
huw:_,ﬁd! dﬁﬂﬁ:ﬂt-mn&inﬂ puthority over
the business, und the business has no more
tham 10 outlets, with the majority located
in Maine.

MECEP distributed confidential elec-
tromic surveys to over 350 members of
the Portland Independent Business and
Community Alliance (PIBCA). Twenty-
eight {28} businesses completed the
surveys giving detailed information on
key components that influence their lo-
cal economic impact, including wages,
profits, cost of goods, and charitable
contributions.® Survey respondents rep-
resented a range of sectors including
retail, service, restaurant, pharmacy,
and banking.

MECET also needed to obtain compa-
rabie data for a national chain store,

M ECEF selected Dollar Tree and
conducted an in-depth examination of
corporate ilings to obtain estimates
for the three Portland locations. While
Dollar Tree is not as well-recogmzed
as other national chains such as Wal-
Mart and Target, MECEP selected it as

Maine Center for Economic Palicy
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store size, employment, and output

iz more in line with that of 2 In{:al]}r
owned business. [t is important to note
that MECEP's findings do not differ
significantly from those studies that
have included larger national chains
and multiple chain stores as compari-
son points particularly when control-
ling for impact per square foot of stare

SpaCe.

MECEP then used IMPLAN softoare
to model local economic impact using
the survey and Dollar Tree data, This
allowed MECEP to calculate the three
core components of economic impact.
These include:

= Direct effects: What happens in the
local economy when the business
being studied purchases inputs,

goods, and services from other firme,

pays its employees, returns profits to
owmers, or contributes to chartable
causes?

* Indirect efects: What happens in the
local economy when supplying irms
buy their own inputs, pay employ-

_|I.'._||II| .I-.|I [ SOEFCES,
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ees, return profits to local cwners, or
contribute to charitable causes?

* Induced effects: What happens in
the local economy when workers and
owners at both the business being
studied and supplying firms buy lo-
cal poods and services?

The direct effect is based on survey
results and corporate filings. The 1M-
PLAN software uses annually collected
federal data to estimate indirect and
induced effects adjusted to reflect the
dynamics and predictable leakage of
the local economy, in this case Portland
and surrounding communities. The
total effect is therefore the combined
result ef direct effects plus indirect
effects and induced effects, The final
product of the analysis is 3 multiplier,
which is simply the ratio of the total
effect to the direct effect. For example,
a multiplier of 1.5 would indicate that
every 31 spent by consumers generates
a total of $1.50 or an additional $o.50
In local economic activity.

)
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Results and Discussion

MECEPs analysis fo
MECEF found that, on average, 65% of the business expenses among the survey TR .
respondents are paid to local goods and service producers. This includes not only g i |
employee salaries and wages, but also the cost of goods sold, repair and mainte- spent al locall y owhed
nance, advertising, vehicle, utility, equipment, supply, professional service, and businesses generates an

other expenses. Table 1 illustrates where respondents procured their goods and
SCTVILES.

additional $<8 in local

i oo I " L oy
HIDOCE, D25 MO LHIH

Table 1: Business Expenditures by Locally Owned Businesses in Greater
Portland

i I_|.|Fl-_i.lii.l.i-|'|i.:'|ll" "-.'ir'|i|:'lu'.'|'L'_ ai o
o ; national chain.
Pald to individual ar business bocated in..

Experise Greater Portland E.Isnwhﬂe Chut of State
in Maine

Coods 27.6% 13.7% g& 8%
Salary and Wages 50.6% 27.3% 1%
Repairs and Maintenance 3B.0% 7.7 3.4%
Advertising 60195 J0.1% 9.9%
Employes Benefit Programs 7o.5% 26.5% 3 0%
Vehicle Costs 77.0% 20,00 5.0%
Uitilities 52.0% 40.6% 5%
Equipment and Supplies f 41.6% 33.0% 24.5%
Professional Services 1% 16.5% 2.5%
COther Operating Expanses E0.0% 0.0% 4015
Insurance 44.0% 10,9% 45.1%
Charitable Contributions 48 0% 51.5% 0%

Source; MECEF analysls of hesiners srveps. Note peroentapes may mot equol 1009 due so rounding

It is difficult 1o approximate a similar breakdown for 2 national chain, but pub-
licly available documents provide some insight. As mentioned previously, the ey
components of economic impact are wages, profits, cost of goods and services,
and charitable contributions. Most of the wages from a national chain likely stay
within the local economy because that is where most employees live. National
chains require little in the way of local professional services, such as account-
ing and printing. which are usually handled at the national level. In the case of
the Dollar Tree profits are remitted to the headquarters in Virginia. Based on
the Dollar Tree's business model, only 40% of goods sold are manufactured in
the United States; virtually all of these are produced outside of Maine. Finally, as
reported on their website, charitable contributions are only in the communities
surrounding their corporate headquarter and distribution centers,

Maine Center for Economic Palicy 5
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Table 2 depicts the three core components of economic
impact based on MECEP's analyzis of survey and national
chain data using the IMPLAN software and supporting data
for Portland, Maine.

Table 2: Core Components of Economic Impact for
Businezses in Portland, Maine

: Direct Indirect Induced
Ownership | offects  effects  effectst | 1O
Local 1.00 035 0,23 158

Soverce: MECEP aridyss of bimess marveys, [IMPLAN, Dellar Tree o=k for 2000,

Based on the analysis depicted in Table 2, MECEP found
that in general every $100 spent at a local business gener-
ates an additional $58.03 in local impact. By comparison,
$1o0 spent at a representative national chain store gener-
ates $33.43 in local impact. Stated differently, MECEP found
that spending at local businesses generates as much as a
=76% greater return to the local economy. These findings are
depicted in Chart © below.

Chart 1: Additional Impact on Portland’s Economy per
S1cc in Consumer Spending by Business Ownership

w -
"

| Liscal mdvariage.
i | 76%

|
S4e -{
fig 1

|

| 513
i

Local Chaln

Sowrce; MECEF anpiysis of buniness mureeps, [MPLAN, Dallor Tree ro-K for
G
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| MECEP's analvsis indicates that on a dollar-for-dollar basis
| the local economic impact of national chains is significantly
less than that of locally owned businesses,

The results of this analysis indicate that reducing economic
leakage through changes in consumer spending patierns
can add up to sizeable economic benefits for the region
and offer an important opportunity for economic growth.

Based on 2007 retail sales hgures, shifting 10% of consumer
gpending from national chains to locally owned businesses
would result in an additional $127 million in economic activ-
ity in Greater Portland with 874 new jobs generating over
$15 million in wages."

Previous studies of the economic impacts of local businesses
in cther locales by Civic Economics have produced similar
fndings. Their 2004 study of retail economics in Ander-
sonville, [linois, exarmined the economic impacts of ten

local firms, compared to ten competing national chains, on

a neighborhood's economy.  Their analysis of revenue and
expense information provided by the ten firms conduded that
spending $100 at locally owned businesses generates an addi-
tional $68 in local economic activity. By comparison, spend-
ing $100 at national chains generates an additional 543

A gimilar 2008 study in Grand Rapids, Michigan examined
revenue and expense data from four lines of goods and
services: pharmacies, grocery stores, full-service restaurants,
and banks, Om average, there was a local economic advan-
tage of 50% from consumer spending at locally owned busi-
nesses versus national chains. Although slightly less than
the advantage in Andersonville, the two reports offer similar
conclusions: buying from local firms provides significant

benehts for a local economy,

Several factors may influence MECEP's findings. First,
unhke the Andersonville or Grand Rapids studies, MECEP
compared information for businesses from a range of sec
tors to a single chain in the retail sector. This has the poten-
tal to increase or decrease the local advantage. For example,
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o spLrifc compansons ang segrepated theat sa miple azord-
wigly, Tarey fuund that local 1essaurants generate 27% mure
FOONIDMLL a0livity per $1oo0 in tevenue than national «hain
restawranty, i0cal kel eszablishmenss generate $3% mere
cconote wclivity tompared (o their nadunal coeterparts.
anid lccal ervices generatr 0% mare economic activivy o
terrms of revenuee, the Portland samphe is heavily weighted
Iy ceslanrants and retsil cstablishments. While cost Leruta-
tions did et allow for sector specific comnparisens, the pa-
temtial for Dias Based ona disproperlivnate shace of service
businesses (where the loral premium appears ke preatest)
in the sample &= Tndimal.

Secocd, while BECET chtained cumpleted surveys lram 2
lunsinesses, the Jargest  buginesees hased an reveruues had
the potential to skew the overall findings Wth this in ciind,

MFCFT analymed the data with aned witheut these businesses |

and found no significant differenoe in the wverall results.

Tirally. selecting a larger chaio such ag Target or Wal-Mart
or a chan ina different business secter would likely 12sull

Conclusion

e fzrze 0l ITorbidad) biura

| i different levels af divecl, indirect, and induced eTels.
MFPCRPs welectun of Dok Tres as the comparison chain
was based solely oo the (act that its size, emnpluyment, and
! abdpul were mast similar by Le businesses surseyed . M E-
CEP acknowledges that fiture werk of this kind could be
strebjithened by the addition of muibple comparisoo paiats.
Howewver, a5 indicated praviously, mven wher this bas been
done in uther locations, the results are consistent with the
hndings of <his soxdy
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Introduction

Economists believe in open markets and free trade—where buyers are allowed to seek out the best quality product or
service at the best price. Yet open markets do not mean that buyers shouldn’t have a local bias. indeed as the following
report shows, buyers should consider the many benefits of keeping their purchase decisions close to home if the offer
is close enough. The reason? Spending locally can stimuiate the economy in the region—bringing the benefit of extra
business to the buyer.

Furthermore, buying local means that local governments retain the sales tax generated by their residents’ spending,
which then supports local infrastructure projects and community police and fire departments, rather than seeing it
leak out to other neighboring cities. Yet by no means do we Ssupport preventing competition and protecting local
inefficient businesses. The goal in this report is simply to provide a heightened understanding of the economic pro-
cess, where a “Think Local First” approach to making purchases can be mutually beneficial to consumers, government

entities, and businesses.

In the following sections, we will measure the benefits to local economies associated with local taxable sales in three
cities throughout San Diego County —the cities of San Diego, Escondido, and Poway. The benefits we will measure

are:
= the tax revenues collected by local governments, and
= the economic impact of these purchases to San Diego County.

We will determine how much local purchases contribute to each City’s general fund and how much they contribute to
the County’s transportation fund. Supporting these funds is important as they support a higher quality of life through-
out 5an Diego County. The economic impacts derived from local purchases will be measured by the number of jobs
supported, the annual wages supported, and further tax revenues generated to local and state governments. An im-
portant concept for consumers to consider is that a purchase of a good or service not only benefits the specific industry
related to the purchase; the ripple effects created by such purchase extend to various industries, in many cases the
same industry in which the consumer is employed.

Buying Local Creates Local Benefits

The benefits to buying local instead of outside of one's home region as considered in this report can be divided into
three parts. First to consider is the tax revenues received by local governments. While opinions may vary on tax policy,
the fact is that taxes are collected by local governments and used to provide local services. When goods or services
are purchased within San Diego County, local governments reap the rewards. To estimate the amount of tax revenues
collected by local governments, applying the local sales tax rates captures these fiscal benefits. In the cities of San
Diego, Escondido, and Poway, 0.75% of taxable sales are designated to the respective city’s general fund and 0.25%
of taxable sales are designated to the San Diego County transportation fund.

The revenues generated by sales taxes within cities are a major portion of each city’s operational budget. For example
sales and use tax revenues totaled $174.4 million, $18.7 million, and $7.8 million in the Cities of San Diego, Escondido,

The Economic Impact of Buying Local 1
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and Poway, respectively, during the 2010-2011 fiscal year]'. In the City of San Diego, the revenues generated by sales
and use taxes could suppart the net expenditures of;

® 100% of the Fire Department,
n 100% of streets, highways, storm drains maintenance, and all other transportation related expenses,

® or 50% of the Police Department. 5ales and Use tax revenues could 2lso support these expenditures in the City of
Escondido (100%, 100%, or 60%) and the City of Poway (100%, B6%, or 87%).

San Iﬂﬂln 1744  BOT. 5 1316.9

omroms ma|

28.4 125.5

Enitn

oy ; i.il 316
lemonGrove 27 88 :ﬂﬂ~_-
u-ﬁmmw 169 318

Dcearnsic -c~mim !ﬁilf'. R

!ﬂn Nhn:ui 38.5 7.0

Santee f‘{;ﬂ’;im; 32

HEII'I-I Bmh 2.1 H.E 20.E

 oaEE

L _15..1 'J_J_ -r

A second benefit to buying local i the economic mpact created when consumers buy from local businesses, The ef-
fect that local purchases have on an economy i multiplied as consumption stimulates the supply-chain of production,
Here's why: When a dollar is spent locally, the consumer received his or her dollar’s worth of satisfaction and the
producer recelves 3 dollar of revenue, This is referred to a3 the direct impact. But then the business uses that dollar
of revenue to purchase intermediate goods and pay laborers, which is known as the indirect impact. Lastly the labor
costs oreate an induced impact a5 laborers are also consumers and thus spend their eamings back into the local econ-

Calformia Stals Controfler Cities Annual Report
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omy to the extent that they are also residents of the same region or city. Throughout the remainder of this report,
the combined indirect effects and induced effects will be referred to simply as secondary effects.

A third benefit worth considering is the additional tax revenues created by the secondary effects. These tax revenues
are collected by local and state governments and include:

» employee compensation which generates income taxes;

s indirect business taxes including such items as business licenses;
m household expenditures induced by increased earnings;

= and corporate tax revenues.

Combined, these represent additional benefits that the Jocal economy can harness by the increased economic activity
associated with the local purchase of goods or services. In other words, in addition to the tax revenues generated by
the local sales themselves, the additional economic activity that these purchases engender throughout the rest of the
economy translate into even more revenues for state and local governments above and beyond the direct tax effects

noted herein.

To estimate the economic impact and additional tax revenues, we used Version 3 of the IMPLAN modeling system. The
IMPLAN modeling system is an input-output model that can be used to estimate the short-run impact of changes in
the economy through the use of multipliers. Essentially, every transaction in San Diego County has a multiplier effect
that creates an additional economic impact for the County above and beyond the direct spending itself.

Impact studies operate under the basic assumption that any increase in spending has three effects: First, there is a
direct effect on that industry itself. For example, shopping at a local convenience store in San Diego will require the
convenience store to stock additional items using its own labor and resources. Second, there is a chain of indirect
effects on all the industries whose outputs are used by the industry under observation. For the convenience store,
the indirect effects would include the demand and employment that is stimulated at firms that provide goods and
services to the convenience store, such as lending institutions, security companies, truck drivers and wholesalers who
provide the goods sold. Third, there are induced effects that arise when employment increases and household spend-
ing patterns are expanded. These induced effects arise because both the convenience store and its suppliers will pay
out wages to their employees associated with local purchases, and those wages will then be spent back into the local
economy on household items such as food, gas, cars, and housing.

In the section below, we will show how buying local, as measured through taxable sales, in the cities of San Diego,
Escondido, and Poway impact the local economy. Our main focus will be on tax revenues and employment, which
is represented by the number of full-time equivalent jobs across industries that are supported in connection to the
economic activity, local spending, and wages.

Economic Impact of Local Purchases

City of San Diego

In 2011, taxable sales in the City of San Diego totaled to $19.5 billion, or about $14,82S per capita. As measured by
the California Board of Equalization, the top five categories were Food Services and Drinking Places (14.8% of taxable

The Economic Impact of Buying Local 3



BEACON ECOMOMICE

sales), Motor Vehicle and Parts Dealers [9.7%), Gasoline Stations [9.5%), Clothing and Clothing Accessories Stores
(8.2%), and General Merchandise Stores [B 18] While all types of local spending contribute to the local economy,
we'll focus on the economic and fiscal benefits generated by spending in these top categories mone thoroughhy.

Taxable sales from Food Services and Drinking Places (the City's bars, nightclubs, and restaurants), which totaled
52,889 billion in 2011, generated $231.1 miflion in sales tax revenues for the State, County, and City. OF these tax
revenues, 521.7 million were allocated directly to the city's general fund revenues while another 57.2 million were
allocated to the county’s transportation fund revenues.

Spending by businesses and consumers in this category directly supported 40,093 jobs and S888.0 million in wages.
The secondary effects (effects on restaurant and bar suppliers and spending by related workers) supported an ad-
ditional 11,082 jobs and 55766 million in wages. The |obs supported by secondary effects extend beyond the Food
Services and Drinklng Places sector, For example, spending at Food Services and Drinking Places supported 1,205 jobs
inthe real estate services sector As businesses rent and lease more commercial real estate and employees use their
wages to purchases real estate or rent, the demand for employees in the real estate services sector increases. The
secondary effects also create an additional $377.6 million in state and local tax revenues.
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The next largest category of taxable sales was Motor Vehicle and Parts Dealers, which totaled 51.884 billion in 2011,
Consumption from this category generated 51507 million in sales tax revenues —of which $14.1 million were allo-
cated directly to the city’s general fund revenues, Another 54.7 million was allocated 1o the county’s transportation
fund revenuas.

The direct effects from spending in this category directly support 19,870 jobs and 51.1 million in wages. However,
these local purchases stimulated an even larger impact after accounting for the secondary effects, which supported
an additional 8,700 jobs and $436.5 millien in wages. Many of these jobs, much ke the previous example, were in
the Real Estate (389 jobs) and the Food Services and Drinking Places (822 jobs) sectors, as will be a common theme
a5 these two sectors are heavily Impacted by tanable sales, The secondary effects also generated an additional 5405.0
million in state and local tax revenues;

I e e e e e i et
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Taxable sales from the next three largest categories —Gasoline Stations, Clothing and Clothing Accessories Stores, and
General Merchandise Stores —totaled 53.179 billlon i 2011. Sales ot these businesses generated 53024 million in
sales tax revenues, of which 537.7 million went directly towards the city's general fund revenues and 512.6 million
went towards the county’s transportation fund revenues.

The direct effects from spending in this category directly support 50,587 jobs and 51.755 billion in wages, with most
jobs directly within the three sectors. Meanwhile, the secondary effects supported an additional 19,956 jobs and
51.032 billion in wages, Jobs supported through the secondary effects were again largely In the real estate sector
(2,425 jobs], with the food services and drinking places sector (1,685 jobs) close behind, The secondary effects gen-
erated an additionsl 5989.9 million in state and local tax revenues.

City of Escondido

The City of Escondido had 52.4 billion in taxable sales in 2011, or appraximately 516,531 per capita, The top five cate-
gories were Motor Vehicle and Parts Dealers {26.8% of taxable sales), Gasoline Stations {12.7%), Clothing and Clothing
Accessories Stores (7.6%), Food Services and Drinking Places {7.5%), and Building Material and Garden Equipment and
Supplies Stores [7.0%).

Home to the Escondido Auto Park, taxable sales from the Motor Vehicle and Parts Dealers totaled 5643.5 million in
2011 Automohile and pans purchases generated $51.5 miflion in sales tax revenues for the State, County, and City. Of
these tax revenues, 54.8 million were directly allocated to the city's general fund revenues while another $1.6 million
were allocated to the county’s transportation fund revenues.

643.5 3106.3

A TR

ﬂn.ﬂ

6787 1..51?

Spending at Mator Vehicle and Parts Dealers in the City of Escondido directly supports 6,787 jobs and 5373.0 million
in wages. These jobs are hardly limited to salespersons, as one might initially think The directly supported jobs in-
chude auto mechanics, service advisors, finance and accounting positions, managers, and more. On top of that, the
secondary effects supported 2,972 jobs and $150.1 in wages, mostly through the induced effects (effects from spend-
ing by related workers}), Jobs supported by the induced effects (2,146 jobs]are much greater than those supported by

———— e % i R e ———
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the indirect effects {826 jobs) because auto dealerships provide above-average wages, which further stimulates the
local economy when they consume other goods and services. For example, the secondary effects from spending at
Motor Vehicle and Parts Dealers supported jobs at Food Services and Drinking Places (57 jobs) and Offices of Physi-
cians, Dentists, and other Health Practitioners (26 jobs). On the other hand, the indirect effects from spending at auto
dealerships are relatively smaller because auto and auto parts manufacturers are mostly located outside of the state.
Nevertheless, the secondary effects generated an additional $138.3 million in state and local tax revenues.

Gasoline Stations obtained the next highest amount of taxable sales, which totaled $306.3 million in 2011. Consump-
tion from this category generated $24.5 million in sales tax revenues, Of these tax revenues, $2.3 miilion were directly
allocated to the city’s general fund revenues while another $0.8 million were allocated to the county’s transportation

fund revenues.

The direct effects from spending in this category directly support 1,617 jobs and $92.2 million in wages, while the sec-
ondary effects supported an additional 1,091 jobs and $56.6 million in wages. While spending in this sector doesn’t
create a high-number of jobs as a proportion to spending —1-job is supported in this sector for every $112,000 spent
in a year, compared to 1-job supported at Motor Vehicle and Parts Stores for every $65,945 spent in a year —the
secondary effects do create an additional $57.9 million in state and local tax revenues.

Taxable sales from the next three largest categories —Clothing and Clothing Accessories Stores, Food Services and
Drinking Places, and Building Material and Garden Equipment and Supplies Stores —totaled $531.8 billion in 2011.
Sales at these businesses generated $42.5 million in sales tax revenues, of which 54.0 million went directly towards
the city’s general fund revenues and $1.3 million went towards the county’s transportation fund revenues.

The direct effects from spending in this category directly support 5,983 jobs and $187.5 million in wages, mostly within
the three sectors. The secondary effects sy pported an additional 2,122 jobs and $110.1 million in wages. While some
of the jobs supported through secondary effects remained within these sectors {91 jobs in total), the largest shares of
jobs supported were in the Real Estate (250 jobs) sector, as businesses in these sectors would prefer to establish them-
selves in a permanent location to retain customers, and thus have higher interest in purchasing a property or agreeing
to a long-term lease, which can be more lucrative to Real Estate firms, relative to industrial properties or offices. The
hext highest supported sectors from these secondary effects include Employment Services (86 jobs) and Wholesale
Trade (83 jobs), yet there are plenty of other sectors that are mildly supported by spending in these categories. So
in other words, the secondary benefits are spread to scores of sectors within the local economy. Furthermore, these
secondary effects generated an additional $91.3 million in state and local tax revenues.

City of Poway

In 2011, taxable sales in the City of Poway totaled to $971.1 million, or about $20,175 per capita. By category, the
bulk of taxable sales were at General Merchandise Stores (27.6% of taxable sales), Motor Vehicle and Parts Dealers
{13.4%), Gasoline Stations (7.7%), Food Services and Drinking Places (6.0%), Building Material and Garden Equipment
and Supplies Stores (4.6%).

Taxable sales from General Merchandise Stores totaled $268.1 million in 2011 and generated 521.4 million in sales tax
revenues for the State, County, and City. The City’s general fund received $2.0 million and the county’s transportation
fund received $670,000.

The Economic Impact of Buying Local 6
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Spending by businesses and consumers in thls category directly support 3,928 jobs and 5116.7 million in wages. The
secondary effects supported an additional 1,200 jobs and 561.7 in wages, The jobs supported by secondary effects
extend beyond the General Merchandise 5tores and include sectors like:

= Real Estate Establishments {141 jobs);

= Food Services and Drinking Places (105 jobs);

= Employment Services (51 jobs);

w Offices of Physicians, Dentists, and Other Health Practitioners (43 jobs);
s Wholesale Trade Businesses (40 jobs);

 and Services to Buildings and Dwellings {31 jobs).

Jobs supported by the secondary effects from buying at local at General Merchandise Stores In Employment Services,
Wholesale Trade Businesses, and Services to Buildings and Dwellings are mostly a result of the indirect effects. Mare
precisely, these indirect effects are created when General Merchandise Stores need more workers and seek help
from local Employment Services agencies, receive help finding goods in bulk from wholesale trade operations, or hire
a third-party for building maintenance.
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MMeanwhile, jobs supported by the secondary effects from buying local at General Merchandise Stores in Food Ser-
wipes and Drinking Places and Offices of Fhysicians, Dennsts, and Other Health Practiboners are mostly a result of the
induced effects. That s because the workers at General Merchandize stores will spend their hard earmed income at
these establishments, Furthermang, these secondary effects also generated an additional 5554 million in state and
lecal tax revenues,

The second largest category of taxable sales was Motor Vehicle and Parts Dealers, which totaled $129.8 million in
2011. Consumption from this category generated 510.4 million in sales tax revenues. Of these tax revenues, 5973,000

e e T TR e e T o T el o e e e e ————
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were dirtClly allocated o the city's geveal fund reverues whila anather G324, 000 werr allecated to the counly’s
traniparkatioa fund rewc nues.

The fuecl uMects from spending in ths cnegory dires by suppart 1,364 jobs and 5752 millien n wages, whik the
secondary effects supportad an addidanal 599 1aby and 5303 rrulfion in wages. The secondary cHects alsg penesaten
an additienal 514.3 millgnin state and local 13x raven e,

Tarable sales from the next 1hree larged vategories -Food Services and Drink:ng Places, Building Material and Gargen
Equipmznl and Suppilies Stares —1otaled 3177 8 million in 200 1. Sales at these by sin pesas generated 514.2 millson i
sales waw revenues, of which 51.3 mulfion d irectly went towards the cley's gereral fund revenues and S4415,000 went
Towards 1he counly’s transpertation fund revenues

The direct &Aeots from spending in ths categary directly suppeort 1,599 jobs and %60.7 millan jn wages. Megnwhile,
The secandary effects supported an adddioaal 683 jobs ang 535 4 milllen in woges and generated an additional £33
millicn in stare and Iocal tas revenyes,

Conclusion

Observing 1he economic impacts dréated From tarable sakes within San Diega County, we fing 1that there are e
ecanamiy benefits from buying focal. Admitredly, there will be cases where buying local may appear more costhy as
a reflachon of the price tag for a particular goad of sérwioe, Yet consurmers, business #4, und Especid |y government
agencigs should be aw=re that a loczl purchase comes with the added bensfis of tas revenues. When comsidaring
buying outside of their home region, the buyer should cansidar that gates taves paid For the purchase will Jeave Hwe
home region. whereas a comparatle local putehate would be inditrethy returned theough gevern ment sereinps These
Servicer, a5 previgusly mentioned, includes local infrastruciure prajects and commurity palice and fire departments,
and perblic education, For example, 3 10% increase in bacal purchases in the ity of Paway, which 1ranslates 1a 52 000
Fer person, would generate 3071, 000 ba direct tas revanues, which could SuppadT 1T new glamentary ar middie schaal
teachers.” Mare so, local sales help citws, like San Diege, Escondide, and Poway impravre their budgets and minimj
the need fGr other tawes and leew, which are usually abserbed by [eGal residents

Meanwhile, the secondary effects should alse be (onidared as keal spending supparts bocal joby and wages. YWhile
the secondary cilects vary by the type of spending —as thown previcwsly fer ehe itics aof 3an Diego, Escongido, and
Poway —local purchases nanetheless make a potitive contnbution by supporting docal jobrs and providing a source of
mgame for these workes, The jobs suppoed are not onfy at the retail slores making the sales, but kh oy are spread
Acroye mulnpe Indattrics often ingluing the ndustey in whichthe consy mer is em ployed Then there is the third e
e, the agdibanal sales tax revepucs to stale and local governments 1hat are created by the s&condary elfecis, Put
togather, the three effecls show thal purchasing lacally can oflen be the most eMcient chgleg, evenif prices [ocally
arg higher than those n Gther areas

"Raied on fhe Soanay lmtled Schoal Bvstr ey valbey of roughly £34, 000 fo- hrst yoar gache-s Plus ar aoditicral 30% onet 2 berghts pra
srded, s pibmgted lor publk 5c10:00 Lead hers thrayghout the .5, by ihe Buregy of Labar Sactsozs, Emplover Gast for £ plopes Corper sakar
Sarve
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Introduction

The Michigan State University Center for Community and Economic
Development (MSU CCED) in cooperation with Capital Area Local First of Ingham
County, Michigan, prepared this policy brief to document the impact of independent
locally owned businesses on the community and to explore opportunities to keep
money inside of the local economy to increase economic return.

The CCED was established in downtown Lansing, Michigan, in 1969. Adhering to
a set of guiding community development principles, the CCED, in partnership with public
and private organizations, has developed and conducted numerous innovative programs
that address local concerns while building the capacity of students, scholars and
communities to address future challenges. Students, faculty and community
involvement is a crucial element of the CCED's mission. The CCED’s resources focus on
the unique challenges of distressed communities throughout the state of Michigan.

In this report, the CCED examined the findings of several studies to identify ways
to increase local prosperity by keeping money in the local economy and to assess the
impact of these initiatives in comparison to those of large chain retailers. For an in-
depth view of the analyses presented in these studies, see the works cited for a list of
studies researched to create this report.

This report is divided into eight sections, each representing a key concept of why
buying locally is important. A bibliography is provided for readers seeking more
information on the potential effects of local products and consumption. The studies and
literature involved in creating this report can al be found on page 8 in the work cited
section.

Special thanks to Nandi Robinson, senior undergraduate student at Michigan State
University, whose dedication and professional engagement made this paper possible.
Disclaimer: The statements, conclusions, and recommendations contained in this report
are solely those of the authors and do not represent the views of the University, the

government, or funding agencies and organizations.



Why Buy Local”

This question i hest answered by Michacl 11, Shuman. author of the book Going
Locad. "Ooing local docs not mean walliog off the vwside world, It mesos wnuning
locally ewnetd busioesses which wse tocal resources sustainahly, emplow local waorkers at
decent wapes ood serve primarly local consemers. It means becoming more soli-
siftlecl aind less dependent an impons, Control mwves o the buardrooms of distant

corporations and back inte the community where it belongs. ™ tShwmer Ziuh

Job Creafion

Small local busioesses are the largest employers nationally and eregde two out of
evcty three new johs “The Simall Business Act defings a small bosiess as “vme thal is
indepeniwlently owned and operated and which is nol Jominant in its ficld of operation.”
sidll businessex cmploy mone than 32 porecnd of the nadion’s emplovees. This means
it overal more Amencans work for 2 company with tewer than BRI emplavecs than fuc
a large etailer, with more than 500 employees, Small businesses bave played 2 vital role
in Jobh creation. adding oore than 5.1 million new Jobs to our economy sineg 2003,
Ruting lucally means that cmplovinent levels are more Likely to be stable, and may cven

crcats more opportunities fur local residenis to wark in the communtty.

Keep Mlongy ip the Communiny

When dallars are spone locally, they can o om be ce-spent locally, raisiog Uee
overall level of ecunumic activity, paying mare salades, and huilding e lncal tax basc.
This re-eirculaning of money Jeads Goan increase of covnuniic activity, with the degree of
expanse cobirely dependent on the peracntage of maner spent lacally,

The Local Premiwo cepresents the quantfiable advancage to the vity provided hy
locally awred busingsses relative 10 chain bosinesses. 1t is the added economic benelit of
locdl husiesses we i local counomy. According o the Andersonvdle Slody, Local
busingsses generite a subsantial local premicm, o slded cconamic benefit pver chain

retmless. This means more moncy will be circulaling in the local ceonomy. which may



lead to more public infrastructure like libraries and schools, and raising more money in
taxable transactions to fund local povernment services.

The Local Works West Michigan Economic Analysis describes four ways in
which a firm keeps money local: wages and benefits paid to local residents, profits earned
by local owners, the purchases of local goods and services for resale and internal use, and
contributions to local nonprofits, Consistently, locally owned businesses exceed their

chain competitors in all four components.

LOCALLY OWHED BUSINESS HOMLDCALLY CPWHED BUSIMESS
SPIMD P00 AT A RDPDAL BUSSHELS SPEND F000 AT A MOMEDTAL URNESE
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In Figure 1, we see the recirculation of money into the Grand Rapids economy by
a locally owned busincss and its non- locally owned competitor. Significantly more
money re-circulates locally when purchases are made at the locally owned business. This
recirculation is attributed, in part. to locally owned businesses purchasing more often
from other local businesses, service providers and farms. Purchasing locally helps other
businesses grow, as well as the local tax base.

According to the Local Works analysis of the West Michigan economy, locally
owned businesses generate a premium in enhanced cconomic impact. For every $100 in



consumer spending with a locally owned business, $73 remains in the Grand Rapids
Economy. This concept is illustrated in Figure 1 by the left pie chart. The remaining $73
is then dispersed locally in the form of wages, chantable donations, taxes which fund city
services, e purchases of goods and services from other local businesses

The pie chart on the right in figure | displays the effects of consumer spending at
a non-locally owned business. For every S100 spent, only $43 remains in the Grand
Rapids economy. When economic stimulus comes from outside of an economy (e.g.,
tourism, federal funding, and industrial exporis) the full effect of those dollars depends
on how much of that money remains in the local area.
3 ity In ent: Chari
Locally owned businesses contribute more 1o local charities and fundraisers than
do thetr national counterparis. In a case study of the economic impact of locally owned
businesses on the local economy in the Mid-coast Maine region conducted by the

Institute for Local Self-Reliance, the charitable contributions made by local businesses

were compared to those made by a cham retailer, Wal-Mard, in 2002,

Charitable Donations per $1,000,000 in sales

Locally Qwned
Busineas

1

£ $500 31000 £1.500 $RO00 $2.500 $3.000 $3.500 §4.000 §4,500

L Soria A For Y raeane
Figure 2 illustrates the findings of this comparison. For every 51,000,000 in sales,

one local business alone contributed $4,000 to Wal-Mart's 51,00 contnbution. All eight
local businesses surveyed, together, made $24,000 in cash donations to charities in 2002,
91% of local husiness owners contribute to their community, including schools, non

profits and community groups, by volunteering and making donations. Local business



owners invest in the community and have a vested interest in the future of the
community.,

Keep the Community Unique

Spending money with local retailers helps keep the local community alive. The
places where we eat, shop, and have fun all have the potential to make a community feel
like home. “One-of-a-kind” businesses are a fundamental part of the distinctive character
and of a community. A community where large chains of shops exceed the number of
independently run small businesses becomes less personal and homogenized, with less
product diversity.

The benefits of a thriving local independent business sector are not limited to
economic benefits. Possibly equally important is that independent businesses define the
community’s self-image and creates a sense pride for the people who live there. National
chain retailers, on the other hand, can homogenize a community and reduce its element of
uniqueness and originality. Many communities are choosing to take control of their own
economic character by supporting unique one-of-a-kind local businesses.

More Consumer Choices

A marketplace of hundreds of small businesses is the best way to ensure
innovation and low prices over the long term. A multitude of small businesses, each
selecting products based not on a national sales plan but on their own interests and the
need of their local customers, guarantees a much broader range of product choices. A
growing body of research shows that in an increasingly homogenized world,
entrepreneurs and skilled workers are more likely to invest and settle in communities that
preserve their one-of-a-kind businesses and distinctive character with multiple consumer

choices.

Reduce Environmental Impacts

Reducing the amount of materials and products that are bought from national
retail chains helps reduce your ecological footprint. Locally owned businesses can make
more local purchases requiring less transportation and generally operate from within city
centers as opposed to developing on the outskirts of a city. More commercial districts
result in fewer vehicle miles traveled and leads to less sprawl. Less transportation also

means less traffic congestion, which has the potential to reduce the amount of fuel



emission that contributes to air pollution. This generally means contributing to less
sprawl, congestion, wildlife, habitat loss and pollution.

Locally sourced materials and products have many environmental benefits. They
produce less waste by eliminating unnecessary transportation and delivery, therefore
reducing the amount of packaging being used. Less packaging means less waste and less
demand on landfill sites. According to the National Resource Defense Council, buying
local will help reduce pollution, improve air quality and improve our health.

Chain Retailers: The False Promise of Economic Growth

Large national businesses are growing in both numbers and employment totals at
rates much faster than those of smaller businesses. The arrival of these larger companies
affects the small business sector through increased competition for labor, higher rents,
and usually a decrease in small business sales. While national businesses have a role to
play in every economy, purchases from national businesses typically cause money to leak
out of the local economy. National chains send money outside of the community to the
areas where they are headquartered. Large chain retailers often draw revenues from
neighboring communities and even these towns and towns adjacent to locations with new
chain retailers see sizable losses in both sales tax revenues and employment according to
The Santa Fe Independent Business Report.

The premise that locally owned and operated businesses generate greater local
economic activity than their chain counterparts has become widely understood and
accepted. In communities across the nation and abroad, public policy has adapted to this
reality through a variety of planning and zoning tools.

Better Customer Service

There is power in shopping at locally owned businesses. The dollars spent at a
local retailer often have a greater impact on product options and service than when these
dollars are spent at chains or on-line retailers. When shopping at local businesses you’re
scen as an individual not a consumer statistic. The rapport that is built between small
businesses and the customer is often long standing and the service received is generally
better when you are familiar with the staff, Because they have a smaller consumer base,
local businesses have the advantage of tailoring their sales strategies to the local customer

and community rather than having to stick with nationwide marketing plans.



Save Tax Dollars: Locals Use Less public Infrastructure

There are many different types of land that generate revenues and deficits to a
community. Of the non residential land categories, local businesses, or specialty retail
businesses generated the best net fiscal result at $326 per 1,000 square feet, among
categories like restaurants, fast food, hotels, offices, big box retailers, and shopping
centers. Big Box retailers generated a fiscal deficit of -$426 per 1,000 square feet. The
net fiscal result is the difference between the average net revenues and the average net
costs incurred by each category.

According to a study done by Tischler & Associates in 2002 in Barnstable,
Massachusetts, the majority of costs incurred by these businesses are based on
employment densities and vehicle trip rates. Because Big Box retailers are generally
larger than specialty retail businesses, they generally incur more costs per square foot and
experience higher vehicle trip rates as a result of shipping from longer distances. The net
fiscal impact on the community as represented by the difference between costs and
revenue represents the amount per square foot that is invested in public infrastructure
such as infrastructure like roads, schools, and police departments.

Promote Entrepreneurship

Local economic growth will attract new talent and professionals, who may, in
turn, create businesses of their own, enhancing a local economy. According to the Small
Business Association of Michigan (SBAM), Michigan must begin to pursue a culture of
entrepreneurship to stimulate more individuals to create their own growth-oriented firms
and to nurture the existing firms. This nurturing has been coined “economic gardening”
by the SBAM and is a new approach to economic development which focuses on
strengthening small firms positioned for growth rather than trying to recruit or retain
companies that could locate elsewhere like national retailers.

The most valuable asset to the pursuit of an entrepreneurial culture is college
graduates. These young professionals are the primary source such a culture. They are
aftracted to urban communities; those characterized by complex public transportation
systems, residential and retail developments, and a variety of amenities like restaurants,
bars, and galleries all within a densely populated community. The economic growth

resulting from shopping at locally owned businesses helps to expand community areas.



Thas exprisivn makes for 1 comnnnity thet has the potential to attract new taleol and
fukure entrepreneurs 48 well retan young profosswonals living in the ures.

Locully owned businesses provide many cconamic benefits we m GO Ler ¥,
These bemefits ate at risk of being measurably reduced by incressing nutional chaw
competilion, Local businesses are owned by people whe live m the COTIMU LY, are |y
hikely 1a leawve, and ae mure nvested in the cuintunity’s future. Shoppmg ut Ineal
husinesses creates more Joca] jobs than shopping at major chain o online companies.
Local businesses not only pay rheir cmplovess, they alse spend money al other Local
busingxses. That means by buying local, vou help create Jobs for vour friends and
neighbors, contribule to improved public infrustructune, amd invest in vow LTI LI Y

bath socially and ceonomically,

Ahuut Caplial Area Local First
Capltal Area Llocal First {CalF] |5 2 collabarative effort between [ocal

ihdependent business owners, non-prafit oreanizations and individuals 1o the Capital
Ared to seppent local ownership, 3 tence af commumnity, and financial, environmental,
and social well-being, to educate our community about the muitiple benefits of lacally-
cwned indopendent busmesses, and to nurtygre relavonships amang localby-awned
businessoc,

Capital frea Local First is committad to the Capital Area community and baing
invalved. Their aim is to reach gut to thote within the commiunity and educate them on
the impariance of keeplng local first. CALF is made b of four different cammilttees that

MCmBens can join to be an active part in the eom runiy as weall a5 the organization.
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Beatlng the Global Cempetition” August 1, 2007

¢ Shuman, Michael [, " Going Local: Creating Self Reliant Communitles in a Global
Age” August 25, 2000

@ “Propelllng a New Economic Direction fer Michigan” Small Business Avspciathon
of Michigan, July 2010
|utepre S publicpalicy comvrepods SBA M Whilte Pyper Final pdf

o "Barnstable Fiscal Impact Report” Tischler & Asvociates, July 2002
btrpefwww amiba, net'pd Fhamnstabls_fiscal jmpoct roport, pd
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RE: State Preemption and Bill 25-19 - Contracts and Procurcment  Local Business
Pretercoce Program - Fstablished

With regard to praposed Bill 25-19, vou have asked this OMieg to respond to the following
questian puxsed by the County Council:

“heeiiom -402 of the Md Loucal Grvernmen Code crogies o reciprocal local hiesimess proferene
for Stebe contrits, T law afve provides autherity for a local furivdicrion o gruvide a veciprocat
fcenl nestae o8 preferemce ogaingd o bidder fiom o Stote that Ras g local bufiness Preferemee

Diows the County attormey beliove ihey State law would preempt the iocil eive s prefereace i
il 5. re

There arg theee rypes of Swate precmption of local laws. The frst (s CRPrEss pregmplion,
where 4 Sigle swtute specitically prohibus local legistiion o a suhject, The second is Imapriied
preemption, which “peeurs when g local law ‘deals with an area i which the [Cieneral Asscmbly |
has acted with sack force that an intent by the Stale to necufy the entirs feld must be implied. ™
Eag Star, [1C v, Cotaty Comm'r of Queen Anne’s Counry, 203 Md, App. 477, 484-985 (20123
The fhird scenano s contlict preemption, which arises when 4 locu] law condticts with g Stute lypw

) 101 Suncue Sereen, 17 Flior, Tosckelle, Mary ane 20851 25441 T
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Express preemption is not applicable to Bill 25-19, as there is no Maryland statute
prohibiting a County from enacting such a program. We may also quickly resolve the question of
conflict preemption. “Conflict preemption occurs when a local law ‘prohibits an activity which is
intended to be permitted by state law, or permits an activity which is intended to be prohibited by
state law.”” Montgomery Cty. V. Complete Lawn Care, Inc., 240 Md. App. 664, 688
(2019)(internal citations omitted). Neither scenario is applicable here.

Therefore, our inquiry centers on whether Bill 25-19 is subject to implics preemption. To
determine whether a local statute is preempted by implication, the courts look at ““whether the
General Assembly has manifested a purpose to occupy exclusively a particular field.” . . . The
comprehensiveness with which the Legislature has spoken is the primary indicator of implied
preemption.” East Star, at 486 (internal citations omitted).

“Among the secondary factors considered by a court are: 1) whether local laws existed
prior to the enactment of the state laws governing the same subject matter, 2) whether the state
laws provide for pervasive administrative regulation, 3) whether the local ordinance regulates an
area in which some local control has traditionally been allowed, 4) whether the state law expressly
provides concurrent legislative authority to local jurisdictions or requires compliance with local
ordinances, 5) whether a state agency responsible for administering and enforcing the state law
has recognized local authority to act in the field, 6) whether the particular aspect of the field sought
to be regulated by the local government has been addressed by the state legislation, and 7) whether
a two-tiered regulatory process existing if local laws were not preempted would engender chaos
and confusion.” East Star at 486.

There are three Maryland statutes relevant to our inquiry. First, as you have noted, is §1-
402 of the Local Government Code, which allows a locality to implement a reciprocal preference
for bidders located in the State of Maryland. Notably, this is a permissive statute, providing
localities with the option to implement such a preference.

Section 10-310 of the Local Government Code is found within the Express Powers Act and
provides broadly that “[f]or any county work, a county may provide for competitive bidding and
the making and awarding of contracts and may require bonds.”

Finally, §10-206 of the Local Government Code states:

(a) In general. - A county council may pass any ordinance, resolution, or bylaw
not inconsistent with State law that:
(1) may aid in executing and enforcing any power in this title; or
(2) may aid in maintaining the peace, good government, health, and welfare
of the county.
(b) Limits on exercise of powers. -- A county may exercise the powers provided
under this title only to the extent that the powers are not preempted by or in conflict
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wilh public peneral law,

Here, there iz ne wdicalion that the State has intended to “exclusively aceupy' the tield ol
purchasing preferences. 1o the conlrary, the State has granted 1o the countics broad authority 1o
design their vwn competitive purchasing schames, Munieomery Countr already has scveral
putchasing programs in place, such as the Local Small Business Preference Program. as do other
Maryland junsdictions. This Ofiice is unaware of any Jegal challenge o any of these progranis oh
the grounds that the Site has exclusively occupies the ficld of purchasing preferences by virue of
the permissive reviprocal prefercice aythorzed in Lacal Covenuncit #1-4112, Theretore, whilc the
question has not been dircctly addressed by any Maryland cour, | belicve it js unlikely thul a
purchasing preterence program such os envisioncd by DL 25.190 would be preetpled by
Implication.
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