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Sent Via Electronic Mail  
 

June 17, 2019 
 
Randy Geller 
Harrang Long Gary Rudnick P.C. 
497 Oakway Rd. Ste. 380 
Eugene, OR 97401 
randy.geller@harrang.com 
 
Re: Cost Analysis of Lane Community College Bookstore 
 
Randy: 
 
 This office represents the Lane Community College Employees Federation, 
Local 2417, AFT/AFL-CIO (LCCEF). I am in receipt of a cost analysis completed by 
Lane Community College (College) for contracting out its bookstore services. After 
reviewing the cost analysis and comparing it to the statutory requirements in ORS 
279B.033, I am seeking further information on behalf of the LCCEF. This request 
for information is made pursuant to Article 9.2.6 of the collective bargaining 
agreement between the parties and the requirements of the Public Employee 
Collective Bargaining Act, ORS 243.650 et. seq. 
 

The cost analysis requirements in ORS 279B.030 – 279B.033 require public 
employers in Oregon to conduct a rigorous cost-benefit analysis before contracting 
out public services. ORS 279B.030(1)(a) provides, that “before conducting a 
procurement for services with an estimated contract price that exceeds $250,000, a 
contracting agency shall . . . [d]emonstrate, by means of a written cost analysis in 
accordance with ORS 279B.033, that the contracting agency would incur less cost in 
conducting the procurement than in performing the services with the contracting 
agency’s own personnel and resources[.]” 
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 The Code defines procurement as the “act of purchasing, leasing, renting or 
otherwise acquiring goods or services” and includes “each function and procedure 
undertaken or required to be undertaken by a contracting agency to enter into a 
public contract, administer a public contract and obtain the performance of a public 
contract under the Public Contracting Code.”  ORS 279A.010(1)(w). 
 
    A cost analysis must include very specific, highly-detailed components that 
compare the public agency’s costs of performing services to the costs a private 
contractor would incur in performing the same services.  The required components 
of the cost analysis are set forth in ORS 279B.033(1): 
 

      “In the cost analysis required under ORS 279B.030, a 
contracting agency shall: 

 (a) Estimate the contracting agency’s cost of 
performing the services, including: 

 (A) Salary or wage and benefit costs for contracting 
agency employees who are directly involved in performing 
the services, including employees who inspect, supervise or 
monitor the performance of the services. 

 (B) Material costs, including costs for space, energy, 
transportation, storage, raw and finished materials, 
equipment and supplies. 

 (C) Costs incurred in planning for, training for, 
starting up, implementing, transporting and delivering the 
services and costs related to stopping and dismantling a 
project or operation because the contracting agency intends 
to procure a limited quantity of services or procure the 
services within a defined or limited period of time. 

 (D) Miscellaneous costs related to performing the 
services. The contracting agency may not include in the 
cost analysis the contracting agency’s indirect overhead 
costs for existing salaries or wages and benefits for 
administrators or for rent, equipment, utilities and 
materials except to the extent that the costs are 
attributable solely to performing the services and would 
not exist unless the contracting agency performs the 
services. 

 (b) Estimate the cost a potential contractor would 
incur in performing the services, including: 

 (A) Average or actual salary or wage and benefit 
costs for contractors and employees who: 
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 (i) Work in the industry or business most closely 
involved in performing the services that the contracting 
agency intends to procure; and 

 (ii) Would be necessary and directly involved in 
performing the services or who would inspect, supervise or 
monitor the performance of the services; 

 (B) Material costs, including costs for space, energy, 
transportation, storage, raw and finished materials, 
equipment and supplies; and 

 (C) Miscellaneous costs related to performing the 
services, including but not limited to reasonably 
foreseeable fluctuations in the costs for the items identified 
in this subsection over the expected duration of the 
procurement.” 

 
 
  After all of the estimates required by ORS 279B.033(1) are included in the 
cost analysis, an agency can only procure services from a private contractor if the 
agency would incur greater costs performing services with its own personnel and 
resources than it would procuring services from a private contractor.  ORS 
279B.033(2)(a). However, the agency may not procure services from a private 
contractor if the private contractor’s total estimated costs are lower solely because 
the wages and benefits paid by the private contractor are lower than the wages and 
benefits paid by the public agency.  ORS 279B.033(2)(a). In other words, if the 
public agency’s estimated costs of performing services in-house exceed the private 
contractor’s costs because the private contractor pays its employees lower wages 
and benefits, then the public agency may not conduct the procurement. ORS 
279B.033(2)(a). 
 
  The cost analysis created by the College does not appear to comply with the 
rigorous cost analysis requirements in ORS 279B.033. The statutory cost analysis 
requirements require the College to estimate the potential contractor’s costs, so that 
one can determine if cost savings to the College are being realized because the 
contractor pays less in employee wages and benefits. The cost analysis submitted by 
the College does not include any of the estimated costs a potential contractor will 
incur, as required by ORS 279B.030(b). (See above). That information must be set 
forth in a cost analysis in order to comply with the statutory requirements. See 
Hicks v. Central Point School District, 270 Or App 532, 348 P3d 307 (2015).  
 
  Furthermore, although the College’s cost analysis determines an overall cost 
savings due primarily to the $400,000 commission that is “guaranteed in the first 
year,” the cost analysis should include estimates in any fluctuations over the 
expected duration of the contract. If the contract with a potential contractor is going 
to be more than one year in duration, the cost analysis should include and estimate 
as to whether the $400,000 commission is something that can be expected to 
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continue every year over the duration in the contract, or if that commission will be 
less in subsequent years. Fluctuations in that commission will affect whether the 
College realizes a cost savings over time.  
 
 Please have the College correct the errors in its cost analysis and provide an 
updated cost analysis to the LCCEF that includes the information required by 
statute. That way, the LCCEF can analyze the cost analysis to determine if the cost 
savings made possible by the hefty commission paid by the contractor is due to the 
contractor paying its employees lower wages and reduced benefits.  
 
 Feel free to call me if you’d like to discuss this. 
 
 
      Sincerely,  
 
      /s/ Sarah K. Drescher  
 
      Sarah K. Drescher 


