
Section 2.29 

Reciprocity 

Texas law requires that out-of-state bidders who reside in states that grant resident bidder preferences for that 
state’s purchases be evaluated in the same manner that a Texas resident bidder would be evaluated in the out-of-
state bidder’s home state. Specifically the law states: 

A [Texas] governmental entity may not award a governmental contract to a nonresident bidder unless 
the nonresident underbids the lowest bid submitted by a responsible resident bidder by an amount that is 
not less than the amount by which a resident bidder would be required to underbid the nonresident 
bidder to obtain a comparable contract in the state in which the nonresident’s principal place of business 
is located (Tex. Government Code § 2252.002).  

 
This process of evaluating out-of-state bidders is generally known as “reciprocity.” 
 
In a bidding situation, if a nonresident bidder’s home state grants a preference to its resident bidders, an equal 
penalty is added to the nonresident bidder’s proposal when bidding in Texas. The action is opposite, a 
preference becomes a penalty, but the amount is equal. 
 
For example, state A grants its in-state bidders a 10% preference when bidding on agricultural products. By 
granting a 10% preference to in-state bidders, state A is essentially penalizing Texas bidders 10% for not being 
residents.  
 
Texas reciprocates by adding a 10% penalty to the bidder from state A which essentially gives a 10% 
preference to Texas bidders. The state A bidder gets a 10% preference over Texas bidders in state A. 
Conversely, the state A bidder gets a 10% penalty when bidding in Texas.  
 
Reciprocity and resident bidder preferences do not apply in the evaluation of solicitations that involve the use of 
federal funds (Texas Government Code §2252.004). Further, reciprocity only applies to the evaluation of the 
bids and only in situations where the preference from the bidder’s state is based on residency. Awards are made 
at the original bid price.  
 
To help governmental entities in their duty to evaluate bids in a reciprocal manner, TPASS is required to 
publish a list of the states that give a preference based on residency (Texas Government Code §2252.003(a)). 
The list is published annually in the Texas Register. The list provided at … will be updated as changes occur. 
The list is a valuable resource. However, the TPASS stresses that statutes should be construed in their entirety. 
Before relying on any section for evaluation of a bid, TPASS recommends obtaining and reviewing the relevant 
law or regulation in its entirety. 
 
Reciprocity Reference Documents: 
State Map with Links to Individual States’ Resident Bidder and Reciprocal Preferences 
Statutory Citation Chart—States with Resident Bidder and Reciprocal Preferences (pdf file 
revised 2014]) 
Texas Government Code §§ 2252.002- 2252.004 
 

https://www.comptroller.texas.gov/purchasing/bidder-preference/
https://www.comptroller.texas.gov/purchasing/docs/procurement-manual/Resident_Bidder_Citation_Chart2014.pdf
https://www.comptroller.texas.gov/purchasing/docs/procurement-manual/Resident_Bidder_Citation_Chart2014.pdf
http://www.statutes.legis.state.tx.us/Docs/GV/htm/GV.2252.htm%232252.002

	Section 2.29
	Reciprocity

