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Supervisors Adopt a 1% Local Preference Policy 
 for Purchases from Area Businesses  

 
SAN JOSE-CALIF.— On Tuesday, the County of Santa Clara Board of Supervisors approved implementing a 1% 
local preference policy in the County’s procurement of goods and services where price is the determining factor.  
This policy would offset the disadvantage experienced by local businesses whose prices reflect the higher costs of 
doing business in this region. The action followed a review conducted earlier this year by the County’s 
Procurement Department concerning the cost of doing business in Santa Clara County. The new 1% Local 
Preference Policy will only apply to those purchases where price is the deciding factor.  Public works projects and 
purchases utilizing state, federal, or grant funds will not be affected by the new policy. Scores of local vendors 
who are seeking contracting opportunities where the deciding factor is value-based already receive five additional 
points in their overall rating and will not be affected by the new policy.  The County will monitor the impact of the 
new policy and report back to the Board in 12 months. 
 
“Although the County’s share of sales tax revenue is minimal, doing business locally enables us to contribute to 
the health and vibrancy of our local economy,” said Supervisor Pete McHugh, Chair of the County’s Finance and 
Government Operations Committee.  
 
The local preference policy has a rational relationship to the disadvantages suffered by local businesses as a 
result of the higher administrative costs. Under the County's current policy, most vendors are evaluated based on 
either the best price or value. In price-based solicitations, the County only provides a local preference where there 
is a tie in the bid price, which historically has never occurred. 
 
Under the new policy, the price bid of a local vendor would be discounted by 1%. The proposed policy may in 
some instances result in awards to local businesses whose bids are higher than ones originating in low-cost 
areas. The discount would offset the higher costs suffered by local businesses.  
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“My biggest concern at this time is the protection of the General Fund,” said Supervisor Don Gage.  “We need to 
make sure that this policy will not have a worsening affect on our already strained budget.”   
 
County Procurement Director Jenti Vandertuig reported that according to a July 2008 study by Moody’s 
Economy.com, entitled North American Business Cost Review, local businesses are at a competitive 
disadvantage when compared with businesses elsewhere because of the high costs of doing business here. This 
study, based on data available in 2006, found that the San Jose Metropolitan Statistical Area, comprising the 
counties of Santa Clara and San Benito, had the highest labor costs in the entire country and the third-highest 
overall cost of doing business (exceeded only by New York and Boston). The study computes the cost of doing 
business as an aggregate of labor, energy, taxes and office rent costs. California as a whole had the second-
highest cost of doing business of any state, surpassed only by Hawaii. 
 
 “I support the 1% local preference and in a year’s time we’ll evaluate the effects and go from there. We have to 
strike a balance between supporting the local economy and making sure we get the best price for goods and 
services,” said Supervisor Liz Kniss, Vice Chair of the Finance and Government Operations Committee. 
  
 
“There are a number of interrelated factors,” said Supervisor Ken Yeager citing the City of San Jose’s policy of 
awarding a 2.5 percent preference.  “Local businesses employ local residents.  The cost of living is higher here in 
Silicon Valley, so the cost of doing business here is higher.  This policy change will reduce the competitive 
disadvantage to our local businesses.”    
 
Background 
The County's original local preference policy was adopted in September 1994 in conjunction with Chapter 5 of the 
Board Policy Manual relating to Policies on Contracting and Bidding and provided that when two or more 
consulting firms are equally qualified, consultants who practice locally shall be given preference. It was amended 
January 23, 2001 to add a preference for the purchase of goods or services for contracts over $100,000.00. 
 
The current local preference policy provides that 5 points on a 100 point scale shall be awarded to local vendors 
where a point system is used to evaluate best value in the procurement of goods or services. The policy also 
provides where two or more competing vendors offering goods or services are equally qualified, the local vendor 
shall be given preference. However, until today, the current policy did not explicitly awarded a specific preference 
to price-based solicitations outside of the situation where two vendors are tied. Historically, the Procurement 
Department has never had to use the local preference provision to break a tie between vendors. 
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Other jurisdictions in California have preference related policy for local business when price is a determining 
factor. Los Angeles County provides a 5% preference, the City of San Jose provides a 2.5% preference, the City 
of Sunny vale provides a 1% preference, and the City of Mountain View provides a local preference in a tie. 
 
A 2008 report by Moody’s Economy.com found that the San Jose Metropolitan Statistical Area, comprising the 
counties of Santa Clara, San Benito had the highest labor costs in the entire country and the third highest overall 
cost of doing business, exceeded only by News York and Boston. The study computes the cost of doing business 
as an aggregate of labor, energy, taxes and office rent costs. As a whole, California had the second highest cost 
of doing business if any state, surpassed only by Hawaii.  
 
The study by Moody’s is supported by anecdotal evidence from local businesses elsewhere.  Higher cost s stem 
largely from pension fund investments losses applicable to unionized employees, higher wages necessitated by 
local housing costs since a majority live in Santa Clara County and rapidly increasing cost related to employee 
benefits .By virtue of their location, Santa Clara County local businesses face higher costs, which place them at a 
disadvantage.   
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