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Background:  For many years, State and local officials have expressed their interest in using the U. S. General Services Administration’s (GSA’s) information technology (IT) schedule contracts.  Recent passage of the E-Government Act of 2002 in December 2002 has turned that interest into a reality.   However, it took nearly five months before an interim rule was published revising GSA’s General Services Administration Acquisition Regulations (GSAR) to implement Section 211 of the E-Government Act of 2002 to permit use of the GSA Schedule 70, IT contracts to State and local governments.
Legislation:  The Section 211 of the E-Government Act of 2002 allows state and local governments to purchase information technology equipment and services from federal contracts (GSA’s IT Schedule 70 Contracts).
Interim Rule:  On May 7, 2003, GSA amended its GSAR to implement Section 211 of the E-Government Act of 2002.  Section 211 authorized the Administrator of GSA to provide for the use by State and local governments of its Federal Supply Schedules for automated data processing equipment (including firmware), software, supplies, support equipment, and services.  This amendment applied to solicitations and existing contracts for Schedule 70, IT, and Corporate Schedule, containing IT Special Item Numbers (SINs as defined in GSAM 538.7001, Definitions, Schedule 70).  Existing Schedule 70 contracts containing IT SINS, shall be modified by mutual agreement of both parties. 

The goal of the new rule is make “government” (considering all levels) more efficient by reducing duplication of effort and using volume purchasing techniques for the acquisition of IT products and services.  This amendment opens a marketplace equal to or slightly larger than the Federal Government purchase of nearly $59 billion of IT product and service yearly.  The 50 states, 3139 counties, 19,365 incorporated municipalities, 30,386 minor subdivisions, 3,200 public housing authorities, 14,178 school districts, 1,625 public educational institutions of higher learning, and 550 Indian tribal governments are among the potential new users of the IT Schedule 70 contracts.

Final Rule:  On May 18, 2004, GSA finalized the interim rule on Cooperative Purchasing with minor changes in a Federal Register notice.  The final rule is mostly unchanged from the interim rule, but does clarify that vendors can offer additional discounts to state and local governments without invoking the price reduction clause, a provision in the schedules system that could have required vendors to offer such discounts governmentwide.


Other changes include:  A provision that allows contractors the option of providing supplies or services overseas, A clarification that contractors can decide whether or not to accept orders from outside the executive branch of the federal government, A clarification that state and local government entities may add terms and conditions other than those required by law or regulation, but those terms and conditions cannot contradict GSA schedule terms and conditions.

Assumptions:  State and local government entities will benefit from use of the IT Schedule 70 contracts due volume purchase agreements that result in generally favorable pricing for those organizations.

Small businesses holding GSA IT Schedule 70 contracts will benefit from an expanded marketplace for their products and services.  In this regard, nearly 68 percent (2,300) of GSA Schedule 70 contractors are small businesses as are an equal percentage of the Corporate Schedule contractors.

Cooperative Purchasing will facilitate electronic government initiatives that cross-jurisdictional boundaries by allowing multiple levels of government access to similar technology offerings.  In addition, it may also foster the development of IT standards and enterprise architectures collaboratively among Federal, State, and local governments.

Current Situation:  As cited earlier, the IT Schedule 70 became available to State and local governments on May 7, 2003, under an interim rule, which means GSA is still accepting comments and raises the possibility of future revisions to the rule.  It has been reported that GSA recorded $5.1 million in sales to state and local governments on IT Schedule 70 from May to September 2003.  GSA estimates that sales to State and local governments will reach $100 million in fiscal year (FY) 2004.  As of June 24, 2004, FSS has recorded $60.9 million in IT Schedule 70 sales to State and local governments in FY 2004.

Administrative progress to allow use of contracts:  As of February 2004, an approximately one third (1400) of the 3500 IT Schedule contract holders have modified their existing contracts with GSA to allow state and local entities access to their contract offerings.  This may account for the slow take up on use of the IT Schedule 70 contracts by state and local governments in FY 2003.

GSA promotion of the IT Schedules:  GSA’s Federal Supply Service (FSS) is undertaking a “two pronged” approach to promoting use of the IT schedule contracts to state and local governments.  First is to develop, emphasize and conduct training. Concurrently, learn as much about state and local governments so development of an effective and efficient promotional plan can be accomplished.  

GSA developed online training in January 2004 and has been conducting research on state and local governments. FSS has produced and distributed two publications on frequently asked questions and has spoken at conferences hosted by the National Institute of Government Procurement (NIGP) and the National Association of State Purchasing Officials. GSA FSS IT Center and field Customer Service Directors are engaged in conversations and training with state and local governments. GSA expectations are that the state and local entities use of the IT schedule contracts will grow over time as their IT purchasers become more experienced on how the IT schedule contracts work. There is and expected learning curve state and local procurement officials must experience before use of the IT schedule contracts become widespread.

State and local misconceptions:  Many state and local government purchasing officials believe that preference laws preclude their use of the IT Schedule Contracts.  However, careful reading of the interim rule allows many state and local to retain in-state preference and other terms and conditions as long as they do not conflict with GSA general terms and conditions.  There is also a misunderstanding regarding price negotiability under the schedule contracts.  Many state and local officials have stated that GSA schedules prices are not competitive with an open market purchase of an item.  However, GSA Schedule contract pricing is only a ceiling amount.  The Schedules program permits and encourages further price reductions especially if there is a large quantity buy.  In addition, many people overlook the cost and time incurred by procurement personnel conducting an open market buy especially if quantity discounts are not anticipated.  Some state officials believe that procurement personnel are well trained and better understand their procurement needs.  In this regard, GSA best customer is the Department of Defense (DoD), which has a large and talented pool of procurement officials and personnel that often purchase major weapon systems and mission related war fighting systems.  Why does DoD make extensive use of the GSA schedule contracts?  Use of the IT Schedule contracts are viewed by many DoD contracting shops as an additional procurement option they can use to mitigate their ever increasing procurement workload and devote their efforts to procure items more inline with their agency’s core mission.  

DoD’s role:  As mentioned above DoD is GSA major and best customer accounting for approximately $ 9 billion of its $13 billion of sales off the IT Schedule contracts annually.  With such robust sales already in hand without additional personnel resources for outreach efforts, there may be little incentive for GSA to purse the state and local government markets to use of the IT Schedule contracts.  

Conclusions:  Cooperative Purchasing under GSA IT Schedule 70 contracts program is relatively new procurement option available to State and local governments.  It should be no surprise that initial take up has been slow.

In addition, many states have legislation that restrict use of the IT Schedule contracts and in some rare instance prohibits their use entirely.  However, as State and local government procurement and IT officials become more familiar with the IT Schedule 70 Contracts program and realize the potential time and cost savings achievable by using of such existing contract vehicles their use will increase.  State and local governments use of the IT schedule contracts will be become more commonplace.   

As for State and local barriers to use of the IT Schedule contracts, most of the limitations are accounted for by interim rule issued by GSA that allows for local preference provisions and other unique terms and conditions as long as they do not conflict with GSA’s general terms and conditions.   In other instances, some states have legislation or regulations that set artificial thresholds pertaining the use of the IT Schedule contracts.  Such legislation and regulations are not set in “stone” and will likely be changed if brought to the attention of IT savory politicians and career managers.  Cooperative purchasing may be authorized as far as the federal government is concerned, but many legislative and regulatory issues cited above must be resolved at the state and, in some cases, local government level before the spending and use of the IT Schedule contracts begins in earnest.
As success stories from earlier adopters using the IT schedule contracts regarding the time and cost saved by avoiding separate procurement actions for IT products and services already available on GSA’s IT Schedule contract their use will spread among other state and local government procurement officials. 

GSA’s Federal customers are accustomed to working with good companies and want that same kind of service. They know that use of the IT Schedule 70 is often the quickest mechanism to get the contractor on board. GSA customers still want to be in charge of the selection of the contractor and they want to remain the key contact in the working relationship with the contractor. It’s important that they understand the variety of contractors on Schedule (small, large, 8(a), etc.) and the variety of services each company offers. Schedules allow customers to pick from the best of contractors. If the service they need isn’t on Schedule or does not meet their needs, the IT Acquisition Center will work with that agency to get the appropriate service providers on Schedule.

The following bullet points illustrate key benefits for all customers, and can not be over emphasized regarding use of IT Schedule 70 contracts:

· Ease of ordering.

· Volume discount pricing.
· Contractor teaming arrangements allow agencies to customize solutions
· Customers can choose from a variety of vendors ranging from small to large, to 8(a) to woman-owned.
· Flexible pricing.
· Ordering activity maintains a direct relationship with the contract service provider. The IT Acquisition Center is not involved in the process except to initially establish the Schedules contracts.
· Wide selection of contractors.
· Reduction of procurement lead-time and administrative costs.
· Schedule pricing is guaranteed to be fair and reasonable.
· Meets all applicable regulations and competition requirements (including FAR and CICA).
· After considering at least three contractors for orders greater than $2,500, ordering activities can place an order directly with the contractor of their choice.
· Access to industry leaders.
· The government issued credit card, GSA SmartPay, can be used to make purchases.
· Order limitations have been removed.

· Orders placed under the Schedules program count toward the ordering activity’s socioeconomic goals and accomplishments.

· Protests are less likely.

All but a few of the benefits listed above also apply to potential State and local customers.  In this regard, GSA offers best value and innovative solutions on IT products and services.  Customers can order from Schedule 70 by logging on to GSA Advantage at http://www.gsaAdvantage.gov. For self-service access to thousands of companies offering millions of IT products or receive assisted services from contracting officers and technical specialists who can help define customer needs manage complex requirements.  Self-service and assisted service options both offer full customer support.

It is anticipated that state and local governments will slowly begin utilizing the GSA IT Schedule with a rate of growth that will probably be similar to what GSA has seen with DoD. In a few years, State and local purchases off the IT Schedule 70 contracts will likely equal or exceed DoD’s approximately $ 9 billion annually.

GSA has designed Cooperative Purchasing to meet State and local needs today with the flexibility to serve them long into the future.  Use of the IT Schedule 70 or Corporate Schedule contracts provide government agencies at all levels of government unparalleled array of commercial options, available through a buying process that frequently beats private sector purchasing on time-to-delivery.  The ability to order as small or large quantity necessary with your baseline pricing guaranteed and further price reductions always negotiable.  GSA’s non-federal customers have the security of dealing with pre-screened private firms along with the independence of a voluntary program in which the Federal Government is not a party to the final contract.

Private Sector role:  There is a lot of interest at the State and local level regarding Cooperative Purchasing but GSA outreach efforts need to be augmented by private sector holders of GSA contracts and State and local procurement association to their potential clients and members respectively on understanding the benefits of the program.

In this regard, much like James Bond’s license to “kill”.  A GSA Schedule 70 contract holder has a license to “sell” under Cooperative Purchasing to potential Federal, State, and local government customers.  GSA schedule contract holders are not guaranteed any sales they must be earned one customer at a time.  There is no greater incentive for the private sector to market  and provide quality  products and services to potential clients when no sale is guaranteed.

For detailed information regarding Cooperative Purchasing, visit http://www.gsa.gov/cooperativepurchasing or contact Nicholas Summers at (703) 605-5650 or email nick.summers@gsa.gov. 

Feedback requested:  GSA’s Office of Intergovernmental Solutions is interested in your experience with cooperative purchasing and also welcomes comments regarding this report.

Send your comments and experiences with Cooperative Purchasing to:


U. S. General Services Administration


Office of Citizen Services and Communications


Office of Intergovernmental Solutions (XCI)


1800 F Street, NW, Room 5224


Washington, DC 20405-0002



Attn: John Clark

Or contact John Clark at (202) 501-4362 or email john.clark@gsa.gov.

