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EXECUTIVE SUMMARY

On behalf of the California Lottery Commission and Executive Staff, I (as the Lottery's CEO) proudly nominate the New Small Business Participation Preference Program for the State Contracting Recognition Awards 2002.

The Lottery has continually been in the forefront of innovative programs relating to the utilization of small businesses in our procurement/contract program and the establishment of this new program is no exception.

With the passage of 1084 (Wesson), the Lottery's Business and Community Relations Office staff literally  "jumped" on the band wagon and sought my support and approval to precede with the establishment of new procedures for small business participation.

The staff discussed various options, language, etc.; sought ideas from small businesses/rganizations; received approval from our legal staff; and presented the changes to our Contracting Procedures Guidelines to me and the Lottery Commission for approval at their public meeting - January 2002.

They established provisions for our solicitation documents (as discussed in the Nomination Write-up) which in essence extended the small business 5% preference to non-small businesses that provide for small business participation in their bids.  The provisions:

1. Make non-small businesses more aware of the advantage of utilizing small business; 

2. Provides a "competition" atmosphere whereby bidders want to do all that is possible to make their bid attractive; 

3. Encourages more business relationships with small businesses; and

4. Enhances the growth of these businesses in California's economy.   

I strongly believe that the "early" establishment/implementation of the provisions of AB 1084 by the Lottery deserves the "GOLD"!
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Written Nomination

Project Implementation Date: December 2001

Project Description:

With the passage of AB 1084 (Wesson), Government Code Section 14836 was amended to provide small businesses, including microbusinesses, to receive a 5% preference as well as up to a 5% preference for non-small businesses that provide for small business subcontracting participation in the award of contracts.  In addition departments were required to set up departmental small business participation goals and report to the Legislature and Governor each year on January 1. 

As far as we know, the California Lottery (Lottery) is the first state department to establish and implement these new provisions in our solicitation documents within a three (3) months after the bill's chapter.

Basically, the Lottery first established an overall departmental goal for Fiscal Year 2001/02 (25%).  Each solicitation documents, however, has a Small Business Participation Goal based upon the nature of the goods/ services to be provided, length of contract, dollar amount, etc. (Example:  one solicitation may have a 20% goal versus a 25% goal in another).  

Meeting this goal is not mandatory.  However, small business bidders or non-small business bidders that provide for small business participation and meet the goal percentage, receive 5% of the highest total score (based on evaluation factors and cost for Request for Proposals) or 5% of the lowest responsible bidder meeting specifications (based on cost).

Non-small business bidders who provide for small business participation that is less than the goal set receive a pro-rated portion of the 5%.

Example: Solicitation Document - 25% Small Business Participation Goal





   Score      Preference %      Final Score
Small Business Bidder A       90.0
5%   (4.6)             94.6


Non-Small Bus. Bidder B 
    92.0         5%   (4.6)     
       96.6

(met 25% goal)

Non-Small Bus. Bidder C

(20% participation)

    89.0
    (4.0)*               93.0

Since Bidder B has the highest total score, we take 5% of that score to achieve the 5% preference which bidder A and Bidder B qualify for.

     Calculation;     92.0 x 5% = 4.6          

*Bidder C received a pro-rated percentage since it did not meet the 25% 

small business participation goal; however, it did have 20% participation.

20%  small business goal of Bidder C 

25%  small business actual goal           =       .80    x   .05    =   4.0

The Lottery's first solicitation document that contained this new language was the General Marketing Advertising RFP issued in December 2001 and this RFP had a Small Business Participation Goal of 25%.  All bidders met this requirement.

Since then, about 90% of all bidders for various  solicitation documents have included small business participation and met the goals set for those RFPs/IFBs.  This participation becomes part of the contract and at a minimum annual reports on this participation is required.  

Our first report to the Legislature and Governor for the period January 2002 - June 2002 is due to be issued January 2003 which I understand is a year before the Department of General Services will issue their report for other state agencies (covering the period January 2003 - June 2004)

Project Improved Small Business/DVBE Participation

Although the first report on small business participation under these new provisions is only at its "gathering statistics" stage, we are certainly confident that our small business participation goal has increased.  

Non-small Bidders have become more aware of the fact that it is to their advantage to utilize small/micro businesses in their bids.  Antidotes have included comments on the fact that they have established some good relationships with these small/micro businesses and it has increased their confidence and/or positive beliefs about such utilization.

Lessons Learned

1. Don't include too many forms to complete in relationship to

Small Business Participation.

2. Don't make the forms too complicated.

3. Work closely with departmental programs so that they have

a clear understanding of the program, why it's necessary,

that it won't hamper participation, etc.

4. Obtain full support of the Senior Staff members - The program

has that completely!
