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What is the Small Business Reserve Program?
       Governor Ehrlich recently signed a bill into law establishing the Small Business Reserve Program.  The new law is effective as of October 1, 2004 and requires that twenty-two designated procurement units structure their procurement processes so that at least 10 percent of their total procurement dollars for goods, supplies, services, maintenance, construction, construction-related services, and architectural, and engineering services (exclusions include federal funds that are restricted and preferred provider purchases) are spent with qualified small businesses. A solicitation would have to first be designated for the small business reserve and then only responses from qualified small businesses could be considered for a contract award.  The designated procurement units shall accept, subject to the approval of the Board of Public Works (if applicable), the most favorable responsive bid or most advantageous offer from a responsive and responsible qualified small business vendor.

     An unofficial copy of the legislation is available on the Maryland General Assembly website at http://mlis.state.md.us. Scroll down the page and type in SB 904 in the bill number dialogue box and click submit.
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How is it different from the Maryland Small Business Preference Program?

     The long-established Maryland Small Business Preference Program permits the Department of General Services and the Department of Transportation to set a price preference not to exceed 5% for certified small businesses.  The Small Business Preference Program will remain in effect and will operate concurrently with the Small Business Reserve Program.  A single procurement cannot utilize both a Small Business Reserve and a Small Business Preference.  State Regulations governing the Small Business Preference Program can be located on the website of the Division of State Documents at http://www.dsd.state.md.us.  Double click COMAR Online and search for COMAR Title 21, Subtitle 11, Chapter 1.  State Regulations for the Small Business Reserve Program are being developed.
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Which twenty-two (22) procurement units are required to reserve ten (10) percent of their total procurement dollars for qualified small businesses?

      According to Maryland Code §14-501 (B), the designated procurement units that have to abide by the Small Business Reserve are: 

· The State Treasurer;

· The Department of Budget and Management

· The Department of Business and Economic Development;

· The Department of the Environment;

· The Department of General Services;

· The Department of Health and Mental Hygiene;

· The Department of Housing and Community Development;

· The Department of Human Resources;

· The Department of Juvenile Services;

· The Department of Labor, Licensing, and Regulation;

· The Department of Natural Resources;

· The State Department of Education;

· The Department of State Police;

· The Department of Public Safety and Correctional Services;

· The Department of Transportation;

· The University System of Maryland;

· The Maryland Port Commission;

· The State Retirement Agency;

· The Maryland Insurance Administration;

· The Maryland Stadium Authority;

· The State Lottery Agency; and

· Morgan State University.

        The websites for these 22 agencies can be accessed using have (www.maryland.gov).
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What is a small business in the State of Maryland?

       Effective October 2004, a "small business” will mean:
A business, other than a broker, that meets the following criteria:

· the business is independently owned and operated;

· the business is not a subsidiary of another business;

· the business is not dominant in its field of operation;

· the wholesale operations of the business did not employ more than 50 persons, and the gross sales of the business did not exceed an average of $2,000,000 in its most recently completed 3 fiscal years;

· the retail operations of the business did not employ more than 25 persons, and the gross sales of the business did not exceed an average of $2,000,000 in its most recently completed 3 fiscal years;

· the manufacturing operations of the business did not employ more than 100 persons, and the gross sales of the business did not exceed average of $2,000,000 in its most recently completed 3 fiscal years;

· the service operations of the business did not employ more than 100 persons, and the gross sales of the business did not exceed an average of $2,000,000 in its most recently completed 3 fiscal years; and

· the construction operations of the business did not employ more than 50 persons, and the gross sales of the business did not exceed an average of $7,000,000 in its most recently completed 3 fiscal years.
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How do I apply to be qualified as a small business?

       The Department of General Services (www.dgs.state.md.us) has an online application process (https://www.smallbusinessreserveprogram.com/index.cfm). A vendor can qualify as a small business for both the Small Business Reserve and Preference Programs using the online application process. Once qualified, a vendor is placed on the bidder’s list.

Back to top of page
If I am currently certified as a Maryland Small Business under the Preference Program or certified under the Federal 8(a) Program, will I automatically be qualified under the new Small Business Reserve Program?  

      Yes and no.  Since the new definition of a small business for the State of Maryland is more expansive, small businesses qualified under the existing Small Business Preference Program are most likely qualified under the new program. However, everyone must apply on line at https://www.smallbusinessreserveprogram.com/index.cfm.

      The small business standards under the Federal 8(a) are significantly different than the State standards, so it is possible many 8(a) firms may not qualify as small businesses in Maryland.  All prospective small businesses, even those certified under another federal, county or city program, must submit an application to the Department of General Services if they want to participate in the Maryland Small Business Reserve and Preference Programs.  
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How often must a vendor get qualified as a small business vendor?

         A vendor needs to re-apply for qualification every year. 

Back to top of page
Will my company receive a Small Business Qualification Number?  

     Yes. Once a vendor has been approved as a qualified small business based on Maryland law, a number will be assigned.
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What are the benefits of getting qualified as a small business?

The overall goal is to increase economic opportunities for small businesses by putting into place programs that help create an environment conducive to assisting small businesses in being awarded state contracts.

· With the Small Business Reserve Program, once a solicitation has been designated for a small business reserve, only responses from qualified small businesses will be considered in response to a request for a bid or proposal. Therefore, a vendor will be in competition only with other qualified small businesses guaranteeing that the contract will go to a qualified small business if responsive and responsible qualified small businesses respond. 

· With the Small Business Preference Program, a qualified small business can be up to five percent higher than the lowest regular vendor in its response to a designated solicitation and still win the contract. However, both small businesses and regular vendors can respond to the solicitation.

Back to top of page
How will a vendor know a solicitation is selected for a small or reserve business preference?

     The solicitation will clearly state that a small business reserve applies and therefore only qualified small businesses shall be considered as being responsive to the solicitation. In the case of the small business preference, a solicitation will state that it is designated as a small business preference and will cite the preference percentage but both qualified small businesses and regular vendors can respond to the solicitation.
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Are there any pre-determined outcomes for the Small Business Preference Program?

     No, the State of Maryland does not have a set goal or pre-determined outcome for small business preference.
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 Are there any pre-determined outcomes for the Small Business Reserve Preference Program?

     Yes, the State of Maryland requires twenty-two designated procurement units structure their procurement processes so that at least 10 percent of their total procurement dollars (exclusions include federal funds that are restricted and preferred provider purchases) for goods, supplies, services, maintenance, construction, construction-related services, and architectural, and engineering services are spent with qualified small businesses.
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What does it mean to be responsive to a solicitation?

       Responsive means a bid submitted in response to an invitation for bids that conforms in all material respects to the requirements contained in the invitation for bids.
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What does it mean to be responsible to a solicitation?

      Responsible means a person who has the capability in all respects to perform fully the contract requirements, and the integrity and reliability that shall assure good faith performance. 
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How do I find out about solicitations (procurement opportunities)?

         Most state agencies (www.maryland.gov) have websites that provide information about upcoming bidding opportunities and who has been awarded contracts. Some even list vendors who order the plans/solicitations or write letters of interest (the Department of General Services does also). 

      All solicitations/invitations to bid over $25,000 are posted in the Maryland Contract Weekly (http://www.dsd.state.md.us/) as well as who actually is awarded the contract. However, eMaryland Marketplace (www.eMarylandMarketplace.com) will replace Maryland Contract Weekly by the year 2006, as the vehicle the State of Maryland uses to advertise solicitations over $25,000.

        Small Procurements include solicitations under $25,000 and are divided into three categories: Category I is for solicitations under $2,500, Category II is for solicitations over $2,500 but not more than $10,000 and Category III is for solicitations over $10,000 but not more than $25,000. According to COMAR 21.05.07.06 (B), Solicitation Methods and Use, the following applies: 

(1) The acceptable methods of soliciting bids or offers from vendors for small procurements are oral solicitation, written solicitation, and published solicitation as defined in Regulation .01 of this chapter. 

(2) The departments may use any one of the solicitation methods specified in §B(1) of this regulation for Categories I and II Small Procurements. 

(3) The procurement agencies shall use written and published solicitations in attempting to achieve Category III solicitation objectives. Oral solicitations may be used as an addition to the written and published solicitations. 

(4) A copy of each Category III solicitation shall be sent to the Governor's Office of Minority Affairs concurrently with mailing the solicitation to potential bidders or offerors. 

(5) Electronically transmitted bids or offers may be accepted for small procurements. 

     Since the method for soliciting Category I and Category II Small Procurements can vary, individual modals should be contacted to determine how these small procurement solicitations are handled to be in compliance with law.

      The Department of General Services (http://www.dgs.state.md.us) through its bid boards link provides information on the procurement officer handling the solicitation, the vendor awarded the contract and the dollar amount of the contract. Another website to explore is www.eMarylandMarketplace.com. Even if you are not a registered vendor, information about vendors who are registered and the goods and services they provide can be obtained through the directory-listing link.

     The website for the Department of Budget and Management (http://www.dbm.maryland.gov) also provides information on how to do business with the State of Maryland. 

      The Governor’s Office of Minority Affairs at 410-767-8232 or http://mdminoritybusiness.com is also a resource to consider. The Maryland Small Business Development Center (SBDC) is an additional resource. The lead center is located in College Park, MD (301-403-8300). The website for the SBDC is  http://www.mdsbdc.umd.edu and regional centers are located in Baltimore, LaPlata, Salisbury, Landover and Cumberland.
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What is a procurement officer?

     "Procurement officer" means any person authorized by a procurement agency in accordance with law or regulations to formulate, enter into, or administer contracts or make written determinations and findings with respect to them. The term also includes an authorized representative acting within the limits of authority. 
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Who are the procurement officers?

      A listing of most state procurement officers can be obtained, for a small fee, from the Department of State Documents at http://www.dsd.state.md.us/proccontact.htm. The Department of General Services (www.dgs.state.md.us) lists chief procurement officers on its website as well. Procurement Officers are also listed on agency websites, for example, for the MDOT, under contract opportunities is a listing of senior procurement officers (http://www.mdot.state.md.us/Contract_Opportunities/index.html).
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What is the small business bidder’s (vendor’s) list?

       The Department of General Services will approve the completed application of any vendor that meets the criteria for a small business as defined in Maryland law and shall compile and maintain a bidder’s list of qualified small business. This is a resource available for procurement officers to be aware of and from which they can contact vendors about procurement opportunities. Inclusion on the list means that a business has met the standards to be qualified as a small business and therefore eligible to bid on contracts designated for small business preference or reserve. 

     Placement of a vendor on the small business bidder’s list does not automatically indicate that the vendor has the ability to perform a particular service or is able to supply a particular item.
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Can a nonprofit qualify as a small business?

No, only for-profit businesses can apply to be qualified as a small business.
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Is a small business the same as a minority business?

      No, but a business can be both if it has been qualified as a small business and has been certified by the MDOT’s Minority Business Enterprise Program as a minority business. For more
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What is the difference in the small business programs and the MBE program?

     The small business programs are race neutral and the MBE program uses race as one of its qualifiers. Also, with the small business reserve and preference programs, small businesses are prime contractors, will be paid directly, will manage the entire contract and will report directly to the state representative managing the contract (procurement officer, contract manager, etc.). Usually, with the MBE program, the certified minority business enterprises are sub-contractors, are paid by the prime contractor and report to the prime contractor/vendor. However, a MBE can also be a prime contractor for both regular solicitations and the small business preference program solicitations.
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What is the Minority Business Enterprise Program?

      The state has set a goal (not a reserve) that an overall minimum of 25 percent of state agencies’ total dollar value of all procurement contracts is made to certified minority business enterprises. This 25 percent MBE goal applies to procurement of supplies, services, maintenance, construction, construction-related services, architectural and engineering services by a procurement agency.  For more information about this program visit (http://www.mdot.state.md.us/MBE_Program/index.html).
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What is a Minority Business Enterprise? 

      COMAR 21.011.02.01 (54) defines Minority Business Enterprise as any legal entity, other than a joint venture, organized to engage in commercial transactions which is at least 51 percent owned and controlled by one or more individuals who are socially and economically disadvantaged and is managed by, and the daily business operations of which are controlled by, one or more of the socially and economically disadvantaged individuals who own it. Minority business enterprise includes a not-for-profit entity organized to promote the interests of physically or mentally disabled individuals.
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Who is an economically and socially disadvantaged individual? 

     An "economically disadvantaged individual" means a socially disadvantaged individual whose ability to compete in the free enterprise system has been impaired due to diminished capital and credit opportunities as compared to others in the same or similar line of business that are not socially disadvantaged. A socially disadvantaged individual means an individual who has been subjected to racial or ethnic prejudice or cultural bias within American society because of membership in a group and without regard to individual qualities.

     An “economically disadvantaged individual" does not include an individual whose personal net worth, as defined under State Finance and Procurement Article, §14-301(g), Annotated Code of Maryland, exceeds $750,000 (this will change to $1.5 million starting October 1, 2004).   
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Where can I get information on how to do business with the state?

     The Maryland Contract Weekly (www.dsd.state.md.us) is the State of Maryland’s official contract information source. However, by 2006, eMaryland Marketplace (www.eMarylandMarketplace.com) will replace Maryland Contract Weekly as the official publication for the State of Maryland. Starting July1, 2005, solicitations are required to be listed in both; however, most agencies are already listing in both. 

       The Department of General Services is one of the state’s two statewide procurement control agencies and is a valuable resource (www.dgs.state.md.us). The Department of Budget and Management is the other statewide procurement agency and on it’s website (www.dbm.maryland.gov), in addition to procurement opportunities, has information that is useful in understanding the types of procurements.

     The MDOT (http://www.mdot.state.md.us) agencies provide information on the types of procurements they solicit for as well as who the procurement contacts are. Other resources include the Governor’s Office of Minority Affairs (http://mdminoritybusiness.com/), the Department of Business and Economic Development (www.choosemaryland.org/), and the Maryland Small Business Development Center Network (http://www.mdsbdc.umd.edu). The Governor’s Office of Business Advocacy and Small Business Assistance publishes a Small and Minority Business Resource guide booklet which is available online at http://www.choosemaryland.org through the press room link and then through publications. 

      Feel free to contact Michele Thalheimer, Chief of the Small Business Preference Program at MDOT by telephone (410-865-1180), email mthalheimer@mdot.state.md.us or by mail at 7201 Corporate Center Drive, Hanover, Maryland  21076.
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