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PROCEEDI NGS
(9:03 a.m)

MS. POSKANZER: As | said, we have a very
busy day. M nane is Judy Poskanzer. |'mthe
Director of the Acquisition Center in New York as wel
as Project Manager for the FSSI office supplies BPA
for the reconpete. | want to thank you all for
attendi ng our day here. 1'Il go over a little bit of
t he agenda, the Commopdity Team what this is al
about, but | want to thank you for being here. First
of all I'd like to thank sonme of the GSA people for
hel ping ne with the logistics, | want to thank the
mar keting group in New York, Sandy Sabers and Laurie
W t herspoon, and | want to thank Reese Lessingeer in
Washi ngton for hel ping us set up here.

W' re here, the Cormodity Team and sone of
our nmenbers are over here, and |'mhoping that if
there were any other Comobdity Team nenbers, if they
woul d sort of conme down to the front here, we have
sone here, because we're here to listen to you. The
Commodity Teamthat is conprised of, the Ofice
Supplies Compdity Team for the FSSI, is conprised of
GSA as well as a variety of other agencies, DHS, OVB
NSF, IRS, Navy, |I'mgoing to forget sone of them but

there are about 14 agencies that are involved in the
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Commodity Team And we're here to listen to you
today, to what you have to say, to fornul ate what
we're going to be going forth with for the reconpete
on this procurenent.

So it's listening day for us and it's very
i mportant to us to hear what you have to say. CQur
agenda will be as is indicated on the invitation
there are four keynote speakers, and | believe all of
you are here, so I'll let you know the order. W're
going to have Carolyn Al ston speaking on behal f of the
Coalition for Governnment Procurenent, she's with the
Washi ngt on Managenent Group. We will have David Haugh
fromUnited Stationers. Then we'll have David Harris
fromSP R chards and then Chris Bates from NOPA, and
they will be speaking for about 20 mi nutes.

And, you know, it's kind of a free flow day
in the sense that we'll see howthings go, if the
Commodi ty Team has questions during the course of the
speaking, so we kind of slated the rest of the
speakers for about ten minutes, but we'll see how as,
you know, we have a certain agenda, we don't want to
be here until 7:00, |'msure you don't want to be here
until 7:00, | don't want to be here until 7:00. So,
like | said, we're here to listen to you, the goal of

the Comodity Team
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I would also like to introduce some of the
key players fromthe GSA team nyself who |'ve
i ntroduced, as well as, and many of you will know sone
of the New York Group because, you know, we handl e the
Schedul e 75, which this is derived off of, so many of
you know sone of the key players on our team already.

Bob Whodside will be leading this effort with ne, who

is not here today and he's been brought on, many of
you know Bob fromhe's in the services side of our
acqui sition center but he was in the product side and
handl ed 75 for many years, he's on the team

We have Jeff Lau who is also a contracting
of ficer on Schedule 75. Ed Lew, who is not quite here
yet, will be the lead contracting officer for this
effort. W have Hassan Harris who is fromour office
in New York, as well as Prince Chaudry who is doing
sone data analysis for us. And we have sone key team
nmenbers fromthe Washi ngton office nany of you know,
we have Jeff Koses who is the programdirector for
acqui sition operations, and Walter Eckbreth who seens
to work on | believe all the teanms, fortunate for him
and he works for Jeff and he's an inportant part of
our team So with that said, we'll, you know, go
t hrough our schedule with nany of you and we'll, you

know, | et you know, call you up one at a tine when
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you' ve been given the tine slots.

VW will take sonme breaks, we'll take a |unch
from1l2 to 1 or we'll try to keep it close to those
times. And we'll see, you know, how | ong we take.

But again, you know, | want to repeat that we're here

to hear what you have to say to us because we've had
all these questions. |If sone of you have infornation
that you want to relay to us or sone of you that mn ght
be speaki ng and, you know, had put together
presentations, if you're interested or we would | ove
to see them you can send themto us after this and we

can keep themand relay themto our Commpdity Team so

we can use that for reference naterial. So with that,
any gquestions at the outset? GCkay, | guess -- yes,
sir?

MALE SPEAKER: Can | get your contact
nunber? You said you were fromthe New York offi ce,
correct?

M5. POSKANZER: Yes | am | think it was in
any invitation that you got regarding this event, ny
nane and phone nunber were there but, okay, | wll --
yes -- spell it, Judy, J-UDY, Poskanzer, that's P-O
SK-ANZ-ER I'mat (212) 264-0305, and email is
al ways first nanme dot |ast nanme at GSA gov pretty nuch

for all of us.
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MALE SPEAKER: Thank you.

MS. POSKANZER: Ckay. Wth that said,
Carol yn?

MS. ALSTON: Good norning everybody. |
guess I'mfirst up, that's the privilege of being an A
nane. So |'m happy to be here today to speak on
behal f of Larry Allen who's president of the Coalition
for Governnment Procurenment. For any of you who don't
know, the Coalition is a nonprofit association of
firnms that sell commercial products and services to
the Federal governnment. The Coalition has nore than
350 nenbers now, and they're all sizes -- snall
nmedi um and | arge busi nesses.

And they do a lot of business in the GSA
wor |l d, about 70 percent of Schedule sales are
represented by Coalition nenbers, and probably about
50 percent of sales of commercial itens in the
governnment are from nenbers of the Association. So we
have a | ot of experience with the GSA s Schedul es
programand with the itenms that we are going to
di scussing today. And today we are here of course to
tal k about conmments on the second generation of the
Strategic Sourcing Initiative. Qur coments fromthe
Coalition's standpoint are going to be in the nature

of an overview, and we hope that it will add sone
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context to the nore detailed comments that you'll here
from nenbers of the Association |ater during the day.
GSA has generated two sets of questions for
i ndustry, and sone of those questions are very
detail ed about specific conmercial buying practices,
and we think that the answers to those questions are
going to vary by conpany and probably the detail ed
responses are best |left to those conpanies. GCkay, GSA
has a very clear objective on this particular
initiative, and that is to get the best price while
driving soci oecononic and environnental requirenents.
| think that it may pay just to spend a couple of
nmonents with sone of the history to put into context
the current initiative.
The governnent has a long history of trying
to drive |ow prices on products and services in the
of fice equi pnent area. Ofice equipnent, office
products and of fice supplies have probably been the
focus of governnent procurenent since GSA becane a
centralized acquisition agency on behal f of the
governnment. | think the good news is that it has been
a history of continuous inprovenent. W've gone from
reliance on Federal specifications to use of
commerci al products, from exclusive dependence on

governnent, the big box warehouses that coul d have
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been expensive to operate to significant reliance on
conmerci al distribution networks.

GSA used to have single award definite
guantity procurenents for sone of the comodities that
we're tal king about now, and the result was that it
drove a terrific price but it did not provide the
choi ce that agenci es now demand. GSA noved on to
singl e award schedul es that did have commerci al
products but didn't offer the choices again that
governnment custoners demand. The Agency has now
evol ved to using rmultiple award schedul e that provides
both comercial products, comrercial distribution
networks, and offers the choice that | think nost of
t he governnent custoners are | ooking for

And we have arrived at this noment where GSA
and ot her governnent agencies are learning to use the
mul tiple award schedul e to further |everage both the
prices and the terns. And exanples of it, of that use
of the multiple award schedul e, includes both the
first Strategic Sourcing Initiative as well as BPAs
that GSA's own gl obal supply service uses, and a
nmyriad of BPAs that agencies are using thensel ves.

Overall, | think our nenbers are happy to
see GSA continuing to use the nmultiple awards schedul e

programas a platformfor the Strategi c Sourcing
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Initiatives. W think the nmultiple awards schedul e
continues to offer a lot of benefits to governnent and
to industry. First of all, it is a conmerci al
procurenent vehicle, and | think inportantly it
provi des easy access governnent w de. You have the
products, you have the services, and you have the
possibility of solutions being built off the schedul e.

One reason that we think it is particularly
good for a strategic sourcing initiative is because it
does provide the two levels of discounts, one being
t he negoti ated standard di scounts for agencies and
then the possibility of having | ower discounts at the
task order level. W think this is inportant because
we have found, and | think you'll find that this is a
t hene throughout our coments, that the nore well
defined a requirenent is the better prices and terns
you can get, so the multiple awards schedul e
initiative allows both a standard di scount and it
al l ows agencies to further |leverage their requirenents
at the task order stage.

Anot her benefit is the use of E-tools, GSA
Advant age and e-Buy both all ow agencies to streamine
the order process. And finally |I think that the
schedul es al so have the built in socioecononmnic

conpliance, so whether it's Ability One or a snal
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busi ness or environnentally friendly initiatives,
those can all be and are built into the nultiple

awar ds schedul e. The feedback from our nmenbers falls
into three different categories.

First, and maybe nobst inportant, is that the
nmenbers believe that the governnent should expand its
obj ectives and its focus beyond an exam nation of the
| onest price. The best opportunity to | ower cost to
both the governnent and to industry is by naking the
governnment a nore val ued partner and sophisticated
user rather than by continuously trying to squeeze
prices lower and | ower, particularly in a commodity
area where you have high volunme | ow cost itens.

We believe that the governnment shoul d
i mprove how i ndi vi dual agencies order officer supplies
and how they use the contract vehicles that are
available to them Secondly, we'd suggest that GSA
examine its contract terns to reduce the cost and risk
on the contractor, because of course additional cost
and risk are also going to drive your prices up. And
finally, again we believe that the governnment should
commt to volunme for the next generation of the
Strategic Sourcing Initiative if they wish to | ower
the prices.

On the issue of nmaking the governnent a nore
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12
val ued partner, the governnent can obtain office
supplies fromany nunber of sources, sone are GSA and
sone aren't. Even within GSA there are the
traditional global supply sources, there is the
standard MAS and now the strategic BPA. There is sone
concern anong the nenbers that there is not a
di sci plined approach for creation of new vehicles and
the use of the supply sources by sone agencies. Sone
agencies continue to build their own vehicles w thout
addi tional information or w thout additional volume
conmi t ment s.

There is sone perception that the vehicles
conpete with each other. Suppliers are continuing to
respond to agency solicitation and adding to their own
bid and proposal expenses because nobody really wants
to nmiss out on that one opportunity that's going to
turn out to be the big one that's going to take off in
terns of sales. W would urge that GSA put sone
clarity around the circunstances when these varying
sources shoul d be used, and then to nmarket each one of
t hem appropriately.

We believe that in GSA's own prograns they
shoul d avoi d unnecessary conflicts with its existing
nmul ti pl e awards schedul es. Those schedul e contracts

have al ready undergone rigorous exanination and
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13
negotiation prior to award. One way of doing that is
to make sure there's a real difference between the
BPAs that you are negotiating and these nultiple
awar ds schedul e contracts that you already have, and
one of those differences is to provide sone incentive
for contractors to offer you better prices and to
of fer you better terns, and of course again it cones
down to conmitment.

Once a conpany has a BPA it should be easy
to use and not add to the supplier's or the
governnment's expense in ordering. W suggest that GSA
exam ne ways to further streamline the order process.

For exanpl e under a BPA an agency can buy from any

contractor, any BPA holder, up to $3,000, but still we
see that sone agencies will use npbre expensive
processes, like e-Buy or additional conpetition, to

buy those small itens. And we would urge that GSA
actually encourage their agencies not to add expenses
to the order process.

And with respect to the agencies, we believe
that there are nunerous opportunities for agencies to
i mprove the ways that they buy agai nst the GSA BPA.
| nproving the buying process can pose nmany chal |l enges
i n agenci es because these itens are not generally

centrally managed, there are nmany small orders and
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14
they are fromall types of enployees, they can be
anybody froma credit card holder to a depot nmnager

And our nenbers report that agencies mss
opportunities to lower their costs by comunicating
intelligence about their anticipated spend, by
consol i dati ng requirenents, and by not taking
advant age of some conmercial opportunities that the
i ndi vidual contractors might offer with respect to
buyi ng.

We think that there are sone key factors
that drive prices downward, and one is having wel
defined requirenments. Commercially, the custoners
that get the best deals are those that can best define
their requirenents, by comrunicating information such
as how nuch they're buying, how they're going to use
it, which particular products they're going to use it,
where they're going to use it.

And using that information, commercial
custoners can strike a good deal with the contractors,
and they use different strategies for doing that.
nean it could be anything fromnegotiating based on a
mar ket basket -- those high volune itens that are
going to be of critical inportance to the contractor
rat her than negotiating prices on every single item--

or they could take advantage of volunes that nay be
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appropri ate based on order size.

Cenerally the type of information that we're
tal king about is not known up front on an MAS, and
consequently the very best price may not be offered,
and even at the BPA stage that type of infornmation may
not be communi cated to the contractor. O course
there are other factors that drive pricing. W think
general ly a conbi nati on of nmarket penetration
inventory |levels, and sales goals will converge at any
particular tine to determine the price that a
contractor is going to offer. Okay, and in this
market, in a highly conpetitive nmarket, you'll find
that the prices will to individual custoners wll
change over tine.

Just as an aside, on the multiple awards
schedul es and in the Strategic Source BPA | know t hat
pricing has been a particular issue for the
government, and there are sonetinmes when a custoner
ei ther comercial or governnment, can get a
particularly low price and that leads to a perception
that the MAS or the BPA price is not good. But
because a custoner could get a very deep di scount on
day 1 or day 25 of a year does not nean that that
custoner is the contractor's very best customer

overal | .
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| think there is a value to a price being
hel d over a period of time, and there is a value to
being able to demand certain ternms, and that when
you' re | ooki ng at whet her a custoner, either
commercial or governnent, is better than negotiated
under the MAS or under a BPA, you need to | ook at the
total package and not a price on a particular day for
a particular quantity.

As you' ve probably guessed our nenbers fee
that the key, beyond having well defined requirenents,
to lowering the price is a guarantee of conmitnent.
Now GSA has asked, what does conmitnent | ook |ike?
And | think there is pretty uniform agreenent that
commtnent, the best type of commitnent is to a sales
volune so that a contractor will know exactly what to
expect and how to allocate their cost. Commitnent can
| ook li ke and comitnment can occur in other manners.

For exanmple it nmight be a coomtnent to
participation or guaranteed use. The reason that that
generally is not seen as valuable a factor as sales
volune is because it's difficult to prevent | eakage
fromthe contract. You can direct agencies to use,
but generally you cannot nmarshal your users to that
extent to require that they use a particul ar source.

A factor that drives prices up are unique terms and
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conditions in the contract provisions, and whether in
the multiple awards schedule solicitation or in the
BPA.

Anything that requires a contractor to
duplicate its processes is going to add costs, and
those costs are generally reflected in the prices. |
t hi nk everybody in this roomrecogni zes that the
governnment has uni que requirenents that are not going
to go away. However we do think that the governnent
shoul d recogni ze that when it does have those
requirements, that is going to inpact the cost.

Now sone of the major factors that are
i nfluencing cost in the agreenents are TAA conpli ance,
and TAA inpacts the cost in a nunber of different
ways. First of all conpanies cannot offer their
entire comercial |ine because of the requirenent to
of fer a product froma nondesi gnated country. Sone of
the products that are being excluded nmight be the nore
| ow cost products. But in addition to that,
contractors may offer discounts based on their entire
product line. |If you reduce part of their product
line you can't expect that the price arrangenents are
going to be as favorable.

And finally, the thing that we don't often

tal k about is that conpliance cost, you know, you have
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to set up processes to make sure that you are going to
conmply. And as | said, | don't think that the TAAis
going to go away, but there may be ways of at |east
mtigating sone of those costs. Sone of themare
small, | nean for exanple | think that it's very
difficult for contractors sonetines to just even
determ ne whether they are going to conply, and
sonething as sinple as a business friendly process
within the agencies to help resolve sone of these
i ssues would certainly take sonme of the anxiety out of
the contracting process if not a whole |lot of the
cost .

Additionally I think that we see often that
GSA has an interpretation of the TAAthat is nore
stringent than some of the other agencies. For
exanple in deciding at what level to apply the TAA |
know that GSA has struggled with this, but | would
urge that they |ook at ways to nake sure that at |east
GSA is treated the sane as other agencies in applying
t he TAA

I nformati on requirenents are anot her factor
that drive up price, and | think that probably npbst of
the contractors can provide information to commerci al
custoners on sales but it nmay be a different set of

data requirenents, and | think that it would be
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hel pful if GSA would as they get past this neeting to
talk specifically to sone of the contractors about the
types of information that they do provide and to try
to the extent possible to be consistent with the
information requirenents that are set up for other
types of custoners.

Cenerally | think that it would be val uabl e
for GSA as they go through this process to take a
stringent | ook at the requirenents that they have,
that you're building in your BPAs, to nake sure that
as nmuch as possible they reflect conmmrercial practices.

And | think the good thing about the rmultiple awards
schedule is that it is flexible enough to accomobdate
t hose changes.

So in summary, | think our nenbers are very
encouraged by the MAS process, we think that it is a
very good tool for strategic sourcing, we think it's
fl exi bl e enough so that the governnent can use this
opportunity in structuring the BPA to | everage
pricing. And we are encouraged that there are
opportunities for each one of the contractors to offer
val ue propositions consistent with their comerci al
practices.

As |'ve noted throughout the presentation we

do think that there are sone opportunities for
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potentially inprovenent, nunber one in terns of the
governnent considering of volune conmtnent when it
goes out on the BPA, but we also think that there are
opportunities for being consistent with comerci al
practice and inproving the order process, and very
i mportantly, looking at the way agencies buy in order
to lower the cost to government for the acquisition of
these products. Do you want to take questions now or
j ust nove on?

MS. POSKANZER: Any questions for Carolyn?

(No response.)

MS. POSKANZER: Ckay, thank you. | also did
want to introduce, not an official nenber of our team
but as the branch chi ef who overseas Schedul e 75, many
of you know Susan Chin who is here with us, kind of
subj ect matter expert to working with our team on
this. Next up is David Haugh of United Stationers.

MR. HAUGH. Good norning. M nanme is David
Haugh and |'mthe head of the public sector nanagenent
group for United Stationers. For those of you who may
not know, United Stationers is a very |arge whol esal er
of office supplies, office furniture, conputer
consunmabl es, JanSan and MRO products. Today as
providing feedback to GSA, | realize that it's

probably in the best interest to |look at this fromthe
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perspective of ny past role, which has been a | eading
consultant in the area of strategic sourcing.

|'ve worked with Fortune 500 conpani es,
including the Blue Cross Blue Shield plans, and | arge
financial services conpanies |like JP Morgan Chase, and
what |'ve found is those conpani es have achi eved tens
of mllions of dollars of savings and i nproved service
and quality by bringing the industry together and
havi ng a conversation about how we can drive | ower
cost and really get at the supply chain. So | appl aud
GSA for opening up this discussion.

Today what | want to do is really touch on
four different topics. One is talk about the best
values, two is give a little bit of guidance on the
reversal of sales that GSA has indicated, three is
tal k about GSA's role as a transfornmational entity,
and then four just give kind of some wap up comments.

And, Judy, | promise to do this in ten mnutes tops.
So best value factors, kind of specifically what
drives best value and how we can as a industry help
think through this to drive cost, and | bucket these
into three different tiers, and each tiers has four
sanpl es of howto do this, and |'ve done it in order
of priority, so tier 1 would be the nost inpactful

areas for GSA to influence, and then tier 2 | ess so
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and tier 3 less than that.

So a couple of the sanples in tier 1 would
be, clearly size of opportunity will drive best val ue.

So to the extent that GSA can | everage nultiple

different agencies, it is in the best interests of
everyone. The next one is commtnent tinme frame. W
certainly would like to see a |onger period of tine
committed to the resellers, that all ows themto becone
nore efficient in the way that they are able to
service the end custoner

The third one, and the Coalition and | think
nmy ot her coll eagues will probably continue to
enphasi ze this, is a conmmtnent to the resellers. And
that's a conmmitnent not only of volune but al so of
m x. Those two things would be significant, and if
you think of how the best in class Fortune 500
conpani es do this, they'll actually nmake a conmit nent
up front to those who are part of the bid process to
ensure that they're aware that this is the opportunity
that you'll be able to achieve at the end of the
pr ocess.

And the fourth and final one intier 1 is
integrity of the process. And what | nean by that is,
as |long as everybody who's involved in the process

realizes that at the end of the day decisions will be
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driven by the criteria that's fair and up front to
everybody involved and there's no influence from

i ncunbents or anyone else, then | think that hel ps
everybody get really focused on getting to the right,
best val ue.

So junping to tier 2 nowthere's really four
areas that | have kind of identified. One is to the
extent that GSA can work with the end consuner to
share sone of the price risk decrease | think that
woul d be val uable. The second one is nininmm order
gquantity. The third one is optimze the unit of
neasure, that's what | also call really going after
the sweet spot for certain products.

So to the extent that GSA can get the end
consuners to align with what the industry believes to
be the right unit of neasure or buying level | think
that would help significantly. The next one is, you
know, the reality of it is there's, you know, supply
and denmand econonics, and to the extent that there's
nore restrictions and regulations there will be |ess
of an opportunity to drive price down. So the reality
is, | think there's only to a certain extent you can
control that, but it certainly affects the best val ue.

So now going to the tier 3, kind of the four

sanpl es | have identified there are, you know, things
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like conmmit and foll ow through on award tine |ines.
You know, | realize the conplexities of undertaking a
strategic sourcing effort, especially one of this
size, but if there is a consistent followthrough
think the bidders will buy in on, | know that this
activity will take place under this certain tine franme
and | know at the end of that tinme frame I'Il be
awarded potentially the bid. That hel ps everybody get
focused on this.

Anot her one is a single catal ogue and
product offering. To the extent we can avoid
conplications to the reseller comunity | think that
makes it a little bit nore seam ess. The next one is
ensuring kind of accurate requirenents in the
solicitation. You know, at the end of the day | think
nodi fications are a part of life, but to the extent
that sone of that can be avoided up front creates a
| evel playing field where everybody understands and is
bi ddi ng on an apples to apples kind of requirenents.

You know, and then the |l ast one is further
commtnent, | nean specifically to resellers who nay
have soci oecononic status, you know, know ng up front
that there is an opportunity for themand the
opportunity is this size and at the end of this

they' Il be able to achieve this anmount, | think hel ps
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them get their organization and their partners aligned
to really be supporting this effort. So that was the
first thing, | really wanted to just share sone of
those best factor tiers that | think should be thought
of, and you know, | realize the constraints GSA has,
but to the extent that the industry sharing this hel ps
GSA go back to the end consuner agencies, | think they
should be aware that it's in their best interests to
align and try to make sone of these comitnents to
drive best price to them and best val ue.

You know, | was thinking through this as |
was com ng here from Chicago, and | think the right
way to do it is to put up on an X and Y axis what the
nost inpactful best value factors are and then ones
that naybe GSA easily controls, and then sort of kind
of lay that out. So, you know, Judy, |'Il commit to
ki nd of thinking through that and maybe sharing a
presentation with you afterwards.

So the next topic | want to just briefly
tal k about was the reversal of the office supply sales
through GSA. And | think it was the DVD i ndustry day
potentially that, there were four factors that were
identified as the reversing of the sales. The first
one was no | onger designated as a mandatory source,

t he second one was the energence of |arge retai

Heritage Reporting Corporation
(202) 628-4888



© 00 N o o b~ w N PP

N N N N NN R P R R R R R R R R
O A W N P O © 0 ~N O O M W N B O

26

supply chains, the third one was an introduction of
governnment credit cards, and the fourth one was
mandate created to i nplenent a strategic sourcing
pr ocess.

And as | think of all four of those, |I'm not
actually going to go into them but as | think of al
four of those, there's no reason why GSA can't really
address and present to the end consuner a conpelling
offering that really should not only stop that
reversal but probably get you a significant uptick of
sales. And | can kind of go into the details of how
to do that at a |later point.

You know, the next area that | was going to
tal k about was GSA' s transformational role. And
can't think of a different entity that has nore
opportunity to bring together, you know, |everage,
than GSA. And it's not just, you know, bringing
t oget her the agencies, which would nake a | ot of sense
-- not only, you know, HHS, but DVD and the rest --
but al so bringing together different category |evel
opportuniti es.

So you've certainly got Schedule 75 with
of fice products, but there's no reason why you
shoul dn't be looking at certainly furniture, you

shoul dn't be looking at I T hardware consunabl es, you
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shoul dn't be | ooking at MRO, you shouldn't be | ooking
at JanSan, and a bunch of others potentially, which
the end consuners are all |ooking for and may be abl e
to get through a single reseller, and | everage that
opportunity as well.

| also in talking with sone of our reseller
custoners who have found significant opportunity at
the state and | ocal |evels, you know, | think GSA has
a significant opportunity to influence and obtain
mar ket share fromthe state and | ocal |evel agencies.

| think they're looking for a | eader to take them
through a fair process that has integrity and at the
end of the day will not be protested.

You know, really | think there is kind of
the recommendation that 1'd like to | eave is that, you
know, three things, one is to the extent GSA can go
back to the end consuner agencies and say, you know,
we' ve got an opportunity, the industry has cone forth,
they' ve committed thenselves to naking this work, to
driving to a best value, but in order to do that we
need to partner and comrit to these best value factors
-- | think that, so the first thing is conmitting to
those different kinds of tiers. The second thing is
| everagi ng, you know, |everaging not only the

agenci es, |leveraging the categories, |everaging
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outside of just the Federal governnent opportunities.

And the third thing and final thing |I'd say
is, clearly |I think by the attendance in the room the
industry is interested and willing to partner with GSA
to nmake this work and nmake it a successful program |
t hi nk, you know, one consideration is maybe putting an
i ndustry panel together which may allowa little bit
easi er di al ogue and be able to influence and provide
constructi ve feedback to share the success, because it
can be a win-win. So |l think that's it, really at the
end of the day | think the commtnent's there, | think
GSA is probably the perfect entity to be the | eader

for your end custoners, and with the comm tnent of the

industry | just can't see why it shouldn't be
successful. So those are the coments. Thank you for
the tinme.

MS. PCSKANZER: Thank you very nuch. Next
up is David Harris, SP Richards.

MR. HARRI'S: Ckay, good norning. |'mDavid
Harris, I'mwith SP Richards. And | think to shake
things up a little bit I'"'mgoing to ask everybody to
stand up. No junping jacks. But you know, we're
going to hear lots of people talk today, and | think
it's hel pful sonetines just to sort of get the bl ood

running again. Wile you' re standing, by the way, |
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want to go back to the original Federal Strategic
Sourcing Initiative fromthree years ago, and | want
to paraphrase from probably the very first page. And
the very first page said the anticipation is that GSA
woul d save 30 percent.

Just by a show of hands on the office
products industry, is there 30 percent savings there?
Ckay, because | think we can all agree that |ooking

for 30 percent savings is not attainable, certainly
not sustainable, but you know, if you want to sit down
-- | was going to ask you to, you know, start clapping
but, you know, thought that maybe that was a little
presunptuous. Thank you, GCeorge.

| thought it might be a good idea to start
with what | would view as a good operational what is
strategic sourcing? You know, what do you want to
achi eve by strategic sourcing? Cbviously you want to
optimize performance, nininize price, increase
achi evenent of soci oecononic acquisition goals,
eval uate total life cycle nmanagenent costs, inprove
vendor access to business opportunities, and ot herw se
i ncrease the value of each dollar spent. So that was
just kind of the beginning.

| also thought it would be a good idea to

| ook at what sone of the challenges are that GSA faces
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in putting together a programlike this. | think we
can all agree that today Federal custoners are
decentralized, the proliferation of the credit card
nmakes it easy for an end user with a governnent credit
card $3,000 limt they can pretty much have their
choice as to where they buy their office supplies.

Many agenci es have established their own
procurenent policies and practices, that can be
difficult. And based on a wi de assortnent it is
chall enging to deternine what is being purchased. M
col |l eagues fromthe Coalition indicated that there's
maveri ck spendi ng going on out there, people are going
into retail stores or buying office supplies for their
relatives, their personal needs, so that all kind of
adds into it. |Inaccurate and inconplete spending
data, | think that makes it very difficult as well

It appears at the outset that price
reduction is job nunber one, and | believe that it
shoul d be focused on total cost production, and price,

al t hough a conponent of that, it's just a conponent of

it. It's not sustainable, and value and best value is
the only sustainable goal. So what are the expected
outcones? | think | already heard this this norning

t oo, but decision should always not be based on best

price, it should include delivery tine, product
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quality, volume discounts, |ocation of suppliers.

I think we can all agree that order size
drives our costs, and when a custonmer buys a bottle of
liquid paper that's not good for GSA, it's not good
for the custoner, and it's certainly not good for the
deal er community. Goals should include conplete
custoner satisfaction, continuous inprovenent of
internal service |levels and product quality, process
excel l ence, and significant total cost reduction. And
| use that word very carefully, total cost reduction
it has nothing to do with price it has to do with
reduci ng the cost of buying those products.

| had a slide here that tal ked about, you
know, what was the outcone of nunber one, but you
know, kind of going into what the Federal nandate was
as it relates to strategic sourcing. At the tine it
was maxim zing value for taxpayers while mnimzing
the price, free procurenent officials from nundane
purchasing activities and |l et them concentrate on the
big picture. Let's face it, we need office supplies
to run our offices but it's not really a big picture
item There was a | ot of transactional buying, so
hi gh volune | ow doll ar transactions such as OP consune
so nmuch tinme in a purchasing organization it's not

productive, and the idea was to establish annua
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strategi c sourcing goals.

So interns of a top priority checklist, the
i dea was to reduce price and exceed industry benchmark
for savings, and that's difficult because of so many
procurenent rules. Reduce nunber of purchases from
fragmented supplier base, custonmers shoul d choose
supplier based on entire order to increase order size
and reduce cost to the supplier. And achieve
soci oeconomi ¢ goals. Achieving all of those, you end
up with: inprove vendor perfornance, reduce source
cycle tines, reduce fax/phone orders, drive the e-
commerce, and easy to inplenent agency wi de.

So why office supplies? Wll, the products
are standard, there's nothing magical about office
supplies except for that we all need them Deliveries
next day, so it's very predictable. Methods of
ordering are already established. Nationa
di stribution capabilities with whol esal er support to
ensure participation fromsnall businesses.

Soci oecononi ¢ goal s achi evenent opportunities, and
reporting prograns to assist OVD nandates, it's spend
anal ysis, data recording, and strategic source
reporting.

Ckay, so that's kind of where we cane from

I want to talk alittle bit about SP R chards, |'ve
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got alittle bit of a conmercial for our conpany. W
are headquartered in Atlanta, we're one of North
Anerica's | eadi ng busi ness product whol esal ers. W
di stribute over 30,000 business products to a network
of over 7,000 resellers in the United States and
Canada froma network of 44 distribution centers.
Those product categories include general office
supplies, office furniture, conputer supplies, schoo
supplies, presentation products, business equi pnent,
janitorial products, warehouse and safety itens,
breakroom supplies, and of course Ability One
products.

At the end of the day with our assortment
those are 18,400 itens that are conpliant with the
Schedul e that you can sell to your custonmers for next
day delivery. Al of those are itens that the
governnment buys and those are all itens that can be
sourced through SP Richards. As a whol esal er we do
support the Ability One programin 19 of our
distribution centers, giving virtually every Federa
agency access to these inportant products on a next-
day delivery basis.

And it's not just about providing good
sel ection of products, it's helping in nanage

conpliance with the Trade Agreenments Act, with the
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Executive Order 13423, as well as the Ability One
program W have sone inprovenents in our catal og for
2010, itens that are deternmined to be essentially the
sane are highlighted, and the appropriate Ability One
product that the page nunber is shown at the front of
the book. |Itens that are not TAA conpliant have a
little synbol that indicates those itens, and we'l
continue to nake those inprovenents as tine goes on
Are there any questions?

(No response.)

MR. HARRI'S: Thank you.

M. POSKANZER: | was trying to get a nenber
of our teamfrom California, that's why | was calling
here, so give ne one second, and Chris Bates will be
up next.

(Di scussion was held off the record.)

MR, BATES: Well good norning. |'mthe
fourth speaker, and a | ot of what probably needs to be
said has already been said. | will | think highlight
sone specific responses to the 14 questions that GSA
rai sed and | think hoped that we woul d cover here
today. Those have been touched on and maybe
summari zed at the 25,000-foot level, I'll try and
bring that dowmn a little bit.

And | represent independent deal ers
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t hroughout the country, we have nore than 800 nenbers,
many of them are doing business directly with the
governnment through either thenselves directly as prine
contractors or through teanmi ng arrangenents that |
know GSA has a lot of famliarity with. W also
i ncl ude the national whol esal ers who are here and
manuf acturers and service providers, technol ogy
vendors in our nenbership as well, we're really al
part of an independent channel team

You' ve asked a number of | think rea
i mportant questions, and |I'mjust going to go
sequentially through themif that suits your needs.
You know, the first one really is, what does a
commtnent |look Iike? And we've tal ked here already
about sonme clarity about what the vol unes are
obvi ously, but one of the frustrations that | think
deal ers and smal | businesses have had in particul ar
and this was alluded to earlier, is there's been a
proliferation of purchasing vehicles out there, and
it's not clear probably to the agenci es which ones
t hey should be buying off in order to followthe
gui dance -- in some cases there's very strong
gui dance, in sonme cases there really isn't.

| think there's a general perception that

t he agency-specific BPAs have conpeted to varying
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degrees with the FSSI BPA. And it's inportant to us,
not only at the front end in terms of the bid process
and howtinely that is and how expensive that is to do
it properly, but it's also inportant in terns of the
risk of having volune eroded and particularly on
contracts where small businesses have been
particularly well represented, and | think successfu
vendors to GSA and governnent agenci es across the
boar d.

W' ve al so seen, and this has been sonewhat
of a nore recent phenonenon, cherry picking of the
Strategic Sourcing Initiative BPA. | won't nanme nanes
here, but there are sone agenci es who have just
arbitrarily decided that they're going to pick a
handful or |ess than a handful of vendors fromthat
sourcing list, think it's permtted within the rules,
but the inpact has been it's really excluded the
opportunity for small busi nesses who have been awar ded
under this contract to conpete fairly for that
business. So that's a matter of concern, a policy
concern that maybe can be expl ored nore deeply.

There is, and we tal ked about this both in
terns of the process of the RFP devel opnent and the
time line and the discipline there, but there's a huge

anmount of uncertainty. And if |arge conpani es who've,
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you know, been represented up here previously see a
|l ot of risk and uncertainty, you can inmagi ne what a
smal | busi ness person feels when they, you know, they
go through the process of bidding, they're not really
sure when it's going to awarded and how it's going to
be awarded, et cetera.

And | think it really cones down to, how
commtted is GSA and the Federal governnent overall to
t he soci oecononic goals and to buying from smal
busi ness generally? | think that's a question mark
We have a new Administration, we hope it's strong, we
hope it will get stronger, and we think with vehicles
like this there's really an opportunity to nake that
happen. In terns of commitnent, you know, at the RFP
level it's really inportant that we have a bal anced
RFP, that it's small business friendly or at |east
neut r al

And we' ve touched on sone of the issues like
order size minimuns, but it's really the process
overal |l about the bid and naking sure that the
starting point is based on an apples to apples
conpari son. W' ve seen at the state |level, and
think in sone Federal contracts at |east, basically
usi ng the national whol esalers catalog and the |ist

prices there as a basis for the starting point for
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di scount s.

| think there's a need for clarity about
what are we really bidding on. Wen you get into the
private | abel area we need to make sure that there's a
conpari son of private |abel to private |abel and then
CEM brand to CEM brand. That way government knows
what they're getting, what's being bid on. There was
an allusion earlier too about units of neasure. You
know, | think it's vital that, you know, each is an
each and a box is a box. So again, it's having a
| evel playing field so that snmall businesses can put
their best foot forward.

We believe that the nmultiple award process
is really critical, and you know, this can include the
deal er teans as well as individual dealers as well as
| arger conpani es, between the key is that there is
choice for the governnent, and | think it's again best
val ue, which includes choice as a nmmjor conponent.
Once the contract has been awarded we think that there
shoul d be an eval uation of the authorized vendors
based on their actual performance, and you should
presumably | ook at past performance where that is
avail abl e as you're going through the eval uation
pr ocess.

You know, the idea of choice too | think
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needs to be focused to all ow agencies to have the
choice that they need froma list of qualified
vendors, and | think we feel that that's the best way
to deliver total best value not just in concept at the
high level, at the national level, but really to take
it down to the end user, because they're the ones at
the end of the day who know their needs best. So
there needs to be maybe a tighter partnership between
a national contract and then howit's actually
i mplemrented in the field.

W think, and we've recommended this to the

White House as well, that there really should be a
freeze on new contracting vehicles. It really doesn't
nmake sense to continue to proliferate -- | nean here

know we' re tal ki ng about a second generation of what
has been a reasonably successful strategic sourcing
BPA. But | think the viewis that if we all have to
| earn a new process there's not enough
standardi zati on, and snall business in particul ar
benefits when there is a standard approach and we know
what to expect, a lot less tine is wasted in putting a
bid together and then inplenenting.

You tal ked about best value, and |I'm not
sure that | have a lot nore to add to what's been said

al ready, but one area perhaps that wasn't touched on
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was a recognition that even within the Federa
agenci es and down to the end use |l evel, that best
val ue and the weighting of the various conponents of
that are going to vary significantly, and it may be a
result of a history of good service or bad service for
a particular location or departnment, or it nay be
really related to, you know, prices as the highest
priority. It really varies trenendously, and | think
ideally if you | ook at achieving best value you | ook
at the totality of this and you understand that one
size really does not fit all

And you know, there are other things
obvi ously, the order process is sonething that is
i mportant, can be tine consuming, and | think that's a
conti nuous inprovenent itemthat we all |ook at.
wi |l say the independent deal er community is very
capable in that area, constantly getting nore and nore
capabl e, they have very strong support fromthe
t echnol ogy vendors in the industry on the reporting
side et cetera. So | think this is sonething where
t he i ndependent deal er communities supported by the
whol esal ers and the technol ogy vendors really have
stepped up to the chall enge of supporting an online
ordering platformwhatever that is, and again

standardi zation there is very hel pful
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In terns of standard vol une threshol ds t hat
can result in price reductions, | nean essentially
we're looking at this at the individual BPA | evel.

Deal ers are focused on what their cost to serve is and
t hey nake deci si ons obvi ously based on whet her or not
they think this can be a profitable opportunity for
them This is again not one size fits all, where they
have an opportunity to get a higher volune they are
nore likely to be able to offer the best price.

One kind of maybe perhaps difference from
t he i ndependent deal ers and the | arger conpanies, the
nati onal conpanies in the industry, is that by and
| arge we don't operate retail stores, and for the
pur poses of these kinds of RFPs, | think our very
strong feeling is that that's probably the | east
ef ficient nmethod of product acquisition for a Federa
custoner and that there really should be a concerted
effort to continue to drive online ordering.

Phone/fax is better than wal king down the
street and going into a store, but that really, you
know, neither of those three is really as productive,
and the best way to take cost out is really the online
ordering nechanism So discipline in that area
think it inportant and will be even nore inportant,

and drives costs, so it therefore presunably drives
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the price that can be offered.

Anot her question you had was | think level 3
data in defined formats. |'mnot an expert on this at
all, but ny sense is frominteracting with our nenbers
that this is an area that those who are doi ng Federa
gover nment busi ness have good control over and it's
really a nonissue in terms of their conpliance at
| east with your needs there. The reporting | would
say, simlar to that, | think we're in a strong
position and getting stronger in the reporting area.

The teaning arrangenents, | know that's an
area that they put a lot of tine and energy into, but
the individual dealers as well | think have nuch nore
robust systens in place today than they did even two
or three or four years ago. And we'll give you
responses in a little bit nore detail to sonme of these
guestions, just because there's too rmuch detail for
appropri at eness here.

Per f ormance neasures in place, again | think
the priority of every custonmer is a little different,
but just sone sanples, | think having conplete orders,
that is, nake it correct the first tine around on
time, right itens, right invoicing, right packaging,
whatever is required there. And | knowthis is one of

the areas where the i ndependent dealer working with
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their whol esal er partners really shine.

Order fill rate, critical. | nean if you're
pl aci ng orders but, you know, only 90 percent are
getting through, that seens high but really the
i ndustry standard is probably closer to 97, 8, 9
percent. And sone dealers do al nost perfect records |
think in sone cases. On tine delivery, again we
nmentioned that. And then the whol e area of customner
servi ce responsi veness, when sonet hi ng goes wong as
it inevitably does sone tinme, you need to have a
trusted partner who's going to respond to you. And
again this is an area where the independent deal er
communi ty shines because this is how they not only win
busi ness but keep busi ness.

Agai n on the question of nationw de
coverage, as | said we have 8,000 nenbers in all 50
states. | know that the various team ng arrangenents
have, you know, dozens to up to al nost 100 deal ers who
are part of their networks and they have good
geogr aphi ¢ coverage. There are also a fair nunber of
very capabl e deal ers that have a strong Federa
gover nment busi ness focus who supply with the help of
t he whol esal ers, they supply nationally to every
| ocation that is under the auspices of a particular

BPA whether it's agency or this larger Strategic
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Sourcing Initiative.

You al so asked a question about the pros and
cons of bidding on a broader basket of goods, whole
catal og approach. And we think that that really does
of fer sonme advantages. It hel ps increase the overal
vol une that's covered under the contract, it all ows
for, you know, to get away froma very snall, you
know, targeted high volune itemtype of approach
which tends to bring down the price on those itens but
in many cases we feel that it's a lost |eader kind of
situation, that people are really trying to win an
award by bidding low on a small nunber of itens and
then over tine they feel that they're going to nmake it
up with the other products that are outside of that
contract or that core |ist.

And so again | think to be fair, apples to
appl es bi ddi ng, be confident that everybody's bidding
on the sane itens in the sane units of neasure, and
that there is a broad based approach. Because after
all, your custoners, the end custoner, our custoners
are going to want to buy as broadly as they can, and
the broader the contract coverage the better, | think

Question of separating delivery charges, | think
there are a variety of opinions in the dealer

communi ty about that, and it depends | think on the
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nature of the business.

Where it's desktop delivery, you know, |
think the practice has tended to be definitely a
bundl ed price and | think that has worked pretty wel
as long as you have minimum order sizes that are not
outlandishly low. But | think there are sone other
i deas and perhaps sone | ogistics opportunities out
there, sone of those have been alluded to today, and
think it's inmportant that GSA at |east | ook into that
and have an ongoi ng di scussion with the i ndependent
deal er community as well as the whol esalers and the
| arger national conpanies on that because there nay be
sone additional cost saving opportunities there that,
as soneone living inside the beltway, | don't have
full access to that information

Question about, are we buying the right
sizes and quantities of itens? | think there may be
sonme opportunities to save on sone itenms there, but |
think generally we think the broader group of product
categories is going to be the best way to get the
total value that you're looking for, to have the
di sci pline about buying itens that are under contract
and therefore have prices that are understood and
guaranteed. So | think that's the best way to go

there. And | think it also will give the flexibility
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that agencies will find this nore attractive because
there are nore opportunities to buy the things that
t hey need broadly defi ned.

And in ternms of, you know, there was a
guestion | think also about availability of new
products and particularly in areas that relate to
sustainability, and |'ve checked pretty broadly with
our whol esalers in the industry and al so with a nunber
of dealers, and it's pretty clear that new products
are being introduced as they're available. You're
nostly |l ooking at quarterly updates, even if there's a
printed catal og that cones out once a year, the
el ectronic data files and the availability of product
to be ordered and delivered is basically working on a
90-day cycle, and in sone cases even less if there's a
particul ar opportunity. But that is the schedul e that
roughly the industry seens to work on.

And then | think a final question was, what
el se can we do to get the lowest total pricing
i ncludi ng opti mal nunber of vendors et cetera? And
again as | said before, |I think having nultiple award
wi nners on | arge BPAs such as this one is critical
Talking with a lot of dealers | think optimumis nmaybe
12 to 15, kind of that range, perhaps |arger dependi ng

on what the total volune assunptions are and how
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broadly defined this is going to be.

We are concerned, and this is kind of a
separate policy issue, but | think it relates to who
bids on the contracts. There are a significant nunber
of what we'll call passthrough deal ers throughout the
country, sone bidding on state and sone bi ddi ng on
Federal contracts, and | think it's inportant that you
know who you' re doing business with. And there is not
a lot of what we'll call genuine subcontracting in the
of fice products industry.

There are comercial resellers who deliver
product and take financial responsibility for it, and
for the custoner service. And sonme of those functions
are back office functions nmay be outsourced in sone
cases, or the delivery in the case of a deal er that
does not maintain a lot of its own stock. But
basically the nenbers of NOPA by byl aw have to be
we'll call it legitimate full service dealers who are
i ndependent and in charge of their own destiny, and
these are the partners that you want to have in the
i ndustry in our opinion

Contract termlength, that was an area where
| think there's sone nixed views ranging from you
know, naybe three years to five years as a base

contract period. | think the majority of opinion is
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on the five year, and that's because for a | ot of
smal | busi nesses their core business is serving the
custoner, it's not in witing proposals and dealing
with compl ex RFP processes. So there's a |earning
curve that's significant, and again with the diversity
of purchasing vehicles that are out there you have to
learn a | ot of different approaches.

At the front end of these contracts you
probably have six nonths to a year to really make sure
everybody is pulling together as a team and then you
need to have, to get the full benefits as the Federa
governnment out of this, you need to have nultiple
years that go beyond that. You know, with regard to
extensions, if they're allowed obviously vendor
perfornmance is inportant, and it's obviously have they
been successful in marketing thensel ves to end
custoners but it's also a matter of how have they
perforned operationally and in a custoner service
sense.

Are the end users satisfied, have the order
fill rates been good? And again | think our industry,
t he i ndependent channel, has an exenplary record in
that area. And so that should be the basis for any
extension or investnents to the contract as it goes

forward. And | think that pretty nuch covers what |'d
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like to tal k about today. | appreciate your time and
attention and your solicitation of input fromthe
i ndependent deal er community. They're a vibrant part
of this industry, and we | ook forward to doi ng even
nore business with you in the future. So thank you
very mnuch.

MS. PCSKANZER: WMaybe we'll take a short
br eak.

(Wher eupon, a brief recess was taken.)

M5. POSKANZER: Al right, we have a little
addition to our agenda, but sone vendors have broke
out. So we have M. Howard Parker of SBA will be on
speaking next. | would also ask you, at |east for the
speakers, if you could be sure to speak up, because

sone of the people said that if you kind of talk too

softly it's very hard to hear. So nmake sure -- it
seens the mc is pretty nmicked up -- nmake sure you
speak | oudly.

The other thing from you know, ny
perspective being here, not just |eading this but
obviously listening to what's been said, the one
guestion that we did pose that hasn't somewhat been
addressed that | would ask those of you that night be
speaki ng next throughout the course of the day, is the

poi nt of sale issue. And we have brought that up and
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sone of our keynotes have not addressed that, but if
any of you, we would like to see that included if you
have sone comments or comentary on the point of sale
guestion that we put before you when we sent out the
guestions. Gkay, with that, M. Parker, thank you.

MR. PARKER: Good norning. My nane is
Howar d Par ker and | am Procurenment Center
representative for the Small Busi ness Adninistration
and one of ny functions is to review sone of these
government requirenents to nmake sure that snal
busi nesses are being treated fairly, that we are
dealing with a level playing ground in terns of sone
of these requirenents. |'msure GSA is doing a great
job in this requirenment to nake sure that smal
busi ness participation is included, however sonetines
there are certain things in these requirenents which
restrict or limt the capabilities of sonme of these
smal | busi nesses.

And basically what | wanted to do is to give
nmy point of contact information. | haven't read the
solicitation yet and | haven't gone through it, but
hopefully I'll get an opportunity to do that. But I
have two ennil addresses, one is howard dot parker at
gsa.gov, and the other enmil address is howard. parker @

sba.gov. So for those of you, when you get to the
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poi nt of going over that solicitation if you have any
concerns, please contact ne and | will try to work
with the appropriate people within the General
Services Adnministration to make sure sone of these
requirenents that's in the solicitation, we'll be able
to help sone of the small busi nesses who nmay have
problens with sone of the requirenents or the
eval uation criteria or what needs to be done in terns
of fulfilling sone of the requirenents of the
solicitation.

I"'mnot sure if this is the sane
requirenent, | went to an industry neeting back in the
summer for a requirenent that cane out of New York for
products to go to different governnent agencies, and
that particular requirenent had sone information in
it, they sent it back to GAOto provide sone
addi tional information because small busi nesses had
conpl ai ned about that initial requirenent. At one
time a lot of these requirenents for these office
products were being delivered by small busi nesses, GSA
changed the requirenents and then there were a | ot of
restrictions and information in there which linited
the degree at which small businesses could
participate, | got a lot of conplaints froma | ot of

smal | busi nesses about the unfairness of that
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particul ar requirenent.

I"'mnot sure if this is the sane
requirenment, |1'Il have to check and see. There were
sone contracting officers over in Crystal Cty where
work that were al so responsible for that requirenent,
and | don't see any of those folks here, so | have to
nmake sure that |I'mtal king apples to appl es about the
sanme requirenent and nmake sure |'ve got the right
fol ks, but |I knew that previous requirenent also had
cone out of New York also. So again just as a
cautionary neasure, for snmall busi nesses when you get
these big requirenents and a | ot of noney involved, we
just want to nmake sure that O fice Depot and the
Stapl es of Anerica don't get all the business.

So, again we have a new Admi nistration
intact and we would |like to again nake sure smal
busi nesses get a piece of the action on these |arge
requi renments. So you guys have a good day, and you
have ny point of contact information. Also let ne
gi ve you ny phone nunber at work, it's (703) 605-1801
and I'mlocated in Crystal City, Virginia. | have ny
GSA website is because | review GSA actions,
subcontracting plans in Crystal Gty for FSS and sone
ot her agencies. So thanks again.

MS. POSKANZER: Thank you. That was a
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different requirenment, M. Parker.

MR, PARKER: Ckay.

M5. POSKANZER And the solicitation is not
out yet, we're here to gather information to do that.
So there is no solicitation out yet. So just to
clarify, you're not nmissing anything. Wth that said,
we'll start with our industry partners, and we | ook
forward to having you. And nost of you have been
given a tinme slot. You know, there's a little
novenent here, but we're still going to try to go in
the sane order as we started out with. And first up
is Barbara Pilkinton of VIP Ofice Furniture. Thank
you.

MS. PILKINTON: Hello. M nane is Barbara
Pil kinton, and if you can't hear ne please raise your
hand, but I'mfromsouth Georgia so we tend to have
strong lungs and |l oud nouths. |'mgoing to kind of
take a different tact on what's been said today.
First, | thank GSA, | think this is a great thing that
you're willing to listen to the industry as opposed to
putting out a bunch of or additional red tape and
expecting everybody to understand and followit, so
you are to be applauded for that and | really
appreci ate the opportunity.

| just have two or three things that |
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wanted to nmention on the list of comments and
guestions that had been provided for this. And one of
the first things is about the savings not having been
realized, and | wasn't a math major, but there's not a
| ot of savings out there, the margins are very very
tight. And | think when in our industry, in our
busi ness, when you | ook at how nbney can be saved, ny
take on it is that we need to be | ooking at nore
ef ficient processes and things |ike better ways for --
in other words | think | ess cunbersone regul ati ons and
gui delines fromthe governnent while trying to neet
the regul ations that you require.

I''mnot saying that very well, but | just,
know t hat we've been in business for 35 years and
there's just, the margins are only so nuch and we
can't -- | nmean we can tal k about price reductions al
day long but there's just so nmuch that can be taken
away and the manufacturers are only going to give so
much on vol une because they've still got cost
incurred, so there's just not a | ot of npbney out there
to be saved on those venues, | think

When we tal k about best value and --
sonething that a custoner actually said to ne this
week was, tal king about best value and his take on

best value is, how about the additional tine it takes
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for me to get what | need, because first of all |I'm
required -- and this nmay not apply to FSSI -- but
first of all I"'mrequired to buy fromthe SSSC store

on post. Their prices are nmuch higher than yours, and
while | can appreciate the need for that, they also
have products that are made in China. So why am|
forced to go to SSSC and pay higher prices and |I'm
allowed to buy things from China that you can sell ne
cheaper and you can't sell ne sonething | ess expensive
t hat cones from Chi na?

So, you know, those are things, and he said
and then based on what kind of vehicle they've given
nme to work with maybe |'ve bought sonething froma
| ar ge busi ness because that's the only place | could
get it and now they've sent ne the wong item and
cannot get anybody on the phone to handle this, so
I'"ve got a $100 itemsitting here that is of no use to
nme and eventually |I'mgoing to give up and keep this
$100 item So | think there's places where there
coul d be trenendous savings that custoners, the end
users, are conplaining to us about because they can't
get the response they need fromtheir suppliers.

And in our business we've tried very
diligently to address those issues, |ike having

dedi cat ed governnent custoner service people, having
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peopl e avail abl e by phone and not going to autonated
processes so that if a governnent buyer calls our
office they can talk to an individual as opposed to
havi ng however many tinmes they've got to punch a
button to get to soneone or eventually | eave a
nessage.

And so, let's see, and you had nentioned
that you wanted to address the point of sale, and we
do have, obviously we can accept orders through
online, through fax, and let's see, walk-in, we have a
store. And we've, you know, as a small business we
had to address this when we got into government
contracting business. So -- let's see, |'msorry.
You're wanting to -- yeah, okay, your question was
about getting the FSSI special pricing no matter what.

Well, for those of us that work with the governnent
contract business, | think that we try -- the
governnment has to be a part of your process, we've
al ready given you the best prices that we can.

So if you're a governnent buyer, that's the
only key that we need to know, is that you're a
governnment buyer and you qualify for that pricing so
you don't have to cone in and say |I'm and give your
hi story of what agency you're with and what you do to

be able to qualify for that pricing. So |I'm speaking
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for nmy conpany as a small business, and those are
resources that have been required and we've tried to
address that.

And two other things that | wanted to
address, one was the mni numorder quantity. For ne
and for any governnent buyer it's going to cost you as
much in tinme and processing to do an order for $25 as
it is to go ahead and do an order that neets m nimum
requi rements. Because for you to stop what you're
doi ng and place an order because you nissed this one
i tem whenever you placed a | arger order, well you
know, you're incurring additional costs and then
you're creating that sane burden for the deal er

So these are all processes that could
probably be worked out or in sone cases sone
governnment contracts have a m ni num quantity, and
while | know there are sone buyers who conpl ai n about
that, | nmean it really does benefit both sides, it's
not just a one-sided situation there that only
benefits ne as a dealer. And the other thing is, one
thing that | would like to suggest that as | think
probably the governnent being the size that they are,
as a small business one of our greatest unknowns in
wor ki ng wi th shi pping orders wherever the buyer m ght

be is the freight issue.
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And that's not sonething that we can sit
here today and guarantee three nonths or six nonths
out based on fuel prices and what kind of
transportation costs will be incurred. So, you know,
| don't have the answer today, but that obviously is
t he greatest unknown that we have to factor into any
pricing that is done for the governnent. Those are
really about the main key points that | had for you
today, and thank you for the opportunity.

MS. POSKANZER: Thank you. Next up is
Juanita Strickland from Mal one Contract O fice
Sol utions. Juanita?

MS. STRICKLAND: As she said, |'mJuanita
Strickland and I own a small business in Col unbus,
Ceorgia. |'ve also worked as an i ndependent
consultant to a |ot of other independent deal ers over
t he past several years throughout the country. And
just have three little points. 1'll address the point
of sal e because you ask. | know from ny experience
not just in ny conpany but in other small businesses
that |'ve worked with, if you' ve pronised the
governnment a price, you give themthat price.

It doesn't matter if they walk in your
store, it doesn't natter if they fax or if they phone,

it's all part of the custoner service that we have
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buil't our businesses on. W don't do the tricks and
switch and bait and switch and all of that sort of
thing, because if we did, as a snall business you
won't survive. You know, we don't have the mllion
dollars of marketing to tell you we're inexpensive, we
have to actually -- you know, and |'m not saying
anyt hi ng agai nst the conpetitors, but the point is we
don't do that.

In our business, and | would say in every
si ngl e i ndependent business that |'ve ever net, they
don't do that. |If we pronmise a price, that's the
price we give, it doesn't matter if you walk in the
store, it doesn't nmatter if you -- you know, it's just
the way it is, as long as you're identified as a
governnment custoner you get that price. The second
point I'"'mgoing to just kind of nention, because Chris
Bates brought it up with NOPA, is the passthrough
i ssue.

| think if you're going to give business to
smal | business it needs to be with small business.
have al so heard the argunment that if they are working
with Staples or Depot and nentoring or whatever that
they're perfornming the sanme role as the whol esal ers so
therefore they should be treated the sane. But to ne

the one differentiating factor that we need to take
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into consideration is, the whol esaler is not our
billion-dollar conpetitor

You know, in the state of Georgia at one
point they tried to tell us to do business with the
state, the small business part was going to Ofice
Depot. So they wanted ne to partner with ny billion-
dol l ar conpetitor in order to get governnment business.

Wel | anybody can tell you that's not logical. So
think it's very inportant that the small business part
doesn't nean they don't get their part, but the snal
busi ness part needs to land in small businesses that
are i ndependent small businesses. You know, we do our
buyi ng power with buying groups and so forth to keep
us price conpetitive, so you know, let's keep the
smal | business part with small busi nesses.

And the only other thing | had to suggest
was, and this may or nay not even be feasible, but our
| ar gest expense outside of the cost of the product is
t he shi pping. Because of the governnent regul ations,
if | want to sell to Fort Benning and nmy government
custoner is in Colunbus, CGeorgia, | need to be a
nati onwi de conpany the way the regul ations are set up
now. Well | can grow and adapt to that, but shipping
i s your biggest cost associ ated.

So if the governnent had a way, now | have
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one commercial custoner, that | bill the freight
charge to them because they have a very inexpensive
freight rate with UPS, so therefore it takes the
shi ppi ng cost out of the cost of the product and they
can control it and they can negotiate a better freight
rate than | can. WelIl, could maybe the governnent not
-- maybe even through the Postal Service or UPS -- do
sonet hi ng where you take the freight cost out of the
cost of the product? That mnight be one potential way
to save noney for the Federal governnent.

| don't know if that's feasible or not, but
when | read through your procurenent that was the only
thing that cane up as a possibility to help save
noney, because as ot her people have said, you can't
save 30 percent when there's not 30 percent profit. |
nean, you just can't do it, you know? You can't sel
cost. And the independents do pay close to the sane
t hrough our buying groups as what the big guys do,
nean that's all kind of been predeternined. But you
know, you can't save 30 percent if nobody's nmaking a
30 percent profit. Anyway, that's nmy two cents.

MS. PCSKANZER: Thank you very nuch
Juanita. Ckay, we're noving along. Next on is Hunter
Rasbach from Uni st ar - Spar co

MR. RASBACH. Good norning, everyone. As
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she said, |I'm Hunter Rasbach wi th Unistar-Sparco
Conputers, not to be affiliated with the SP Richards
Sparco back there, although we do get quite a few
phone calls asking about that. The first question
that | would like to respond to | guess is regarding
the servicing of a governnent-w de custoner, and
know M. Bates touched on that a little bit.

We believe that vendors should be able to
provi de nationwi de coverage as well as, you know,
i nternational coverage as well, |I'msure there's
custoners out there that would be buying fromthis BPA
that are outside of the continental United States, and
| think that's inmportant that vendors should be able
to provide delivery to those custoners as well. The
second point | would like to touch on is about the
soci oeconomi c requirenents that's a driving objective
of this BPA

We're wondering if small business
certifications would play a role in the selection
process. | know there are certain, you know, wonen
owned and service disabled veterans and 8(a)s, so
we're wondering if you woul d consider setting aside
maybe two spots for an 8(a), two spots for a hubzone,
two spots for wonen owned, and so forth, just to, you

know, | guess fair things up
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The third is the environnental requirenents
was anot her driving objective of the BPA, and with
that said we were wondering if any preference or, you
know, anything would be considered for a conpany that
is not only selling green products but is actually
maki ng strides to go green, such as, you know,
renewabl e energy sources to power the conpany or
things like that. So that's sonmething to consider

And then finally, on cutting costs for this
in general and bringing the unit price down, the
t hought of possibly purchasing, and |I'm not sure
what's currently offered on the contract -- | know
there are remanufactured products out there such as
toners, and the governnent seens to prefer OEM
products as opposed to remanufacture products -- but
we think that remanufactured products such as toners
carry warranties just |ike CEM products do, and |'m
sorry to get technical with everything but | think it
could really save the governnent noney by purchasing
products from you know, reliable sources that produce
qgqual ity products as opposed to the HPs or the, you
know, the original manufacturer

So the only other thing | have is not really
on this list of questions, but it is sonething that

could, we think should, be given consideration. W
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think that regul ar neetings, not weekly or nonthly,

but you know, throughout the course of the period of
perfornmance, neetings between the vendors and the
government custoners woul d ensure the vendor is naking
all possible strides to adequately neet the needs of
the custoners. And then it would also allow the
custoners to offer feedback to the vendors as well
where things could be adjusted to ensure satisfaction
at both ends so there's not any type of hostility or

di sagreenents anywhere, anything like that. So that's
all | have. Thank you.

MS. POSKANZER: Thank you very nmuch. |'m
going to ask to slide one person in here because she
has to leave early, but we're a little ahead of
schedule so 1'd |ike to have her cone up, Vanessa
Navarro of Future Sol utions.

M5. NAVARRO. Good norning. | took a | ook
at the three pages of questionnaires and they're very
good. |I'mnot going to go through the three pages
t hough, | kind of nmade up ny own response and it
shoul d take real quick. As a small business that's
been contracting with the Federal governnent for the
past 13 years, it is my opinion to achieve the best
val ue and | owest cost to the Federal government

t hrough the FSSI contract is to nake it mandatory.
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When you nake it nandatory and not optional
it drives that volune through the BPA holders. W're
responsi ble for giving you those di scounts and the
reports to back that up. You're not going to see a
| ot of BPA savings if everybody's like, well | like ny
ot her vendor over here because |'ve been working with
themfor five years, | don't want to use this BPA
W t hout having sone neasure of mandatory to drive
t hose sales through, | just don't see how you're going
toreally really truly achieve the savings like the
Arny has.

The Arny can quantify it, it's mandatory
through EMALL. So if there is sonething sinmlar set
up through the FSSI, | think it could work. Now, the
other thing too is that aside fromour requirenents
as a small business have contractually guaranteed to
t he Federal government ny nost favored customner
pricing through ny CSP. Now | can pretty nuch
guarantee that the |largest conpany under Schedul e has
not provided their nost favored custoner pricing to
t he governnent.

Therefore that | eaves GSA without the | evel
of guaranteed pricing that the rest of us on Schedul e
honor. So for the governnment to achi eve the npbst cost

savings, it would be ny opinion and to your advantage
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to award this BPA to only those vendors that have
guaranteed their nost favored custoner pricing to you,
because we have our conmmitnment to you, they don't.
Their commitnent is to their stockhol ders.

Juanita Strickland had nmentioned shipping is
a major cost. You all knowit is. Currently one of
the contracts under the FSSI Schedule is with FedEx
and UPS, is that correct? N ne to fifteen percent of
our cost to you is shipping. If we were to elininate
t hat percentage off of our cost to you, and if you
| everage this FSSI contract for shipping, you can
real ly achi eve sone savings that way.

And |"mpretty sure the Postal Service is
hurting for sone business right now and |'mpretty
confident that they could probably establish a better
shi ppi ng nechani smthat woul d be nore cost effective
for everybody involved. So those are ny three
opi nions for the day, and hopefully that hel ps you in
sonme way. But thank you for the opportunity. As a
smal | business, | appreciate you listening, and thank
you.

MS. PCSKANZER: Thank you very nuch
Vanessa. (Ckay, now we're going to Eric Beal e of
Ability One.

MR. BEALE: Hello, everyone. As nentioned,
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my name is Eric Beale. | work for the Federa
governnment agency that administers the Ability One
program | see many familiar faces out here, folks
that are already authorized Ability One distributors
that | work with, so if | haven't had a chance to say
hello to you, hello. The Ability One programis a
Federal procurenent programthat generates jobs for
Anericans who are blind or otherw se severely disabled
and in nost cases would not be able to have gai nful
enploynment if it were not for our program

Currently we enpl oy about 45,000 Arericans
who are blind or otherw se severely disabled at over
600 nonprofit agencies across the country as well as
Guam and Puerto Rico. This is where the folks are
enpl oyed, and what they do is manufacture products
and/ or provide services required by Federal custoners.

The Ability One programis a mandatory source for
Federal custoners per the Javitts-Wagner-O Day Act and
FAR 8. 7.

So if we have a product set aside on our
procurenent |ist and that product neets the need of
the Federal custoner, they are required to buy our
product rather than a comrercial equivalent. And so
because nany Federal custoners obviously are buying

t hrough commercial distributors |ike yourself, it's
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i mportant that we work with you so you're able to get
those required Ability One products in the hands of
t hose custoners.

Cbvi ously BPAs such as the FSSI BPA are
requiring and should require distributors who are
awar ded contracts or BPAs to be Ability One
aut hori zed. W nmke nmany of the core office products,
as many of you know again that are our distributors in
this room Witing instrunents are our biggest
product line in the office products, we also do
standard nunber 1 paper clips, binder clips, a |ot of
file folders, steno pads, repositionable notepads.

And so many of the core office products are set aside
on our procurenent Ilist.

So without the Ability One itens on a BPA,
the BPA really woul d not be that effective when it
cones to office products. If you'd like, if you're
not currently an Ability One distributor and you'd
like information on how to becone an Ability One
distributor, I will give you a URL that you can go to
and take a |l ook at our criteria for authorization, and
al so you can downl oad our application. W have al so
reviewed the United Stationers and SP Richards
catal ogs to determne the overlap between our product

lines, what we call essentially the sane products, or
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ETS.

So the URL is Ability One, with the "one"
spel |l ed out, dot gov, forward slash, new distributor
And | do work with our distributors, and so you will
be working with ne directly towards authorization
And let's see, | think that's really all | have. I|I'm
assuning we're not taking any questions at this venue.
Does anybody have any questions?

(No response.)

MR, BEALE: COkay, great. Wll again, it's
great to see you guys, thank you very rnuch

MS. POSKANZER: Thank you, Eric. Next up is

Paul Levin from Chesapeake O fice Supply. |s Pau
here? No. GCkay, | guess then we'll nobve on. CQur
next speaker, | hope their prepared for noving up on

the list, we have M. Ajayi Akinkuotu of WECsys.
hope | said that close

MR, AKI NKUOTU:. Thank you. My nane is A ayi
Aki nkuotu from VWECsys. | amfrom M nneapolis, and we
are a small business. Wat strike ne in nany of these
BPA is the fact that there are so many overl apped. W
have GSA Advantage that supposed to be a vehicle for
nost procurenent, but every nonth you see BPA out
there that require everybody to do sonething el se.

One of the things that we need to look at is the
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buyi ng habit of everybody, because when | | ook at the
BPA | see that they are a carbon copy of what is in
GSA Advantage, Air Force Advantage, or all the
Advant ages.

I look at the saving, whether it is 1
percent, 10 percent, 20 percent, or 30 percent, have
to be categorized into snmall purchases, nedi um
purchases, and | arge purchase. You can save 100
percent of $25 is $25. |If you save 1 percent of $1
mllion, it's a lot of noney. But nobst of the
procurenent BPA out there cannot | unp everything
together. They will say no nmininum and | receive
frommy conpany a |lot of $1, $3 supply that people are
asking ne to ship across the country because there's
no mnimum It's not saving the governnent, it's not
savi ng the vendors.

If we keep doing -- this is fromJessie
Ventura, sorry. He said, if we keep doing what we're
doing, we'll keep getting what we're getting. | think
t he governnment have to | ook at how they put this
procurenent. |It's nice that, you know, we are here to
gi ve our opinion, and hopefully the governnent is
listening. | think they have to understand and be
flexible. First of all, there's no reason why a

procurenent cannot have people who want to sell only
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one product or 500 product.

The DVD that was sent out, they have you
have to naintain and be able to provide 75 percent.

So it kind of knock off everybody, and probably that's
why that's still in linbo. You know, if the
governnment want to save nobney, |let them provide the
solicitation that allow for small, and the GSA
Schedul e out there that's FOB destination FOB origin,
you know. People talk about freight, yes, but this is
a large contract, this is a special buyer, okay?

Put a contract out there, if | want to put
nmy price there as FOB, give us the option, be flexible
enough so that the buyers, you know, have an option
Because they know how to do -- you can say, you know,
if you're buying a ream of paper it's going to cost
you 2 cent or $3, you know, you can have that
limtation, but at |east provide an option for the
vendor so that they can express thensel ves.

Also, if you ook at the npst you can save
on a large order, probably 75 percent of your saving
will come out fromthere, of the actual dollar val ue,
okay? And the mid-size purchase, which is about $25
to $50, you probably save 20 percent of the total
The ot her one which create the problemfor procurenent

are the $1 to $25, and that is where we as a vendor
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| oses a lot.

The other area that | want to focus on is
t he I anguage of contract. |f you provide, there are
so many solicitation out there that sent out core
product, that takes a small conpany probably three
months to find out what NSNis. W have existing
manuf acturers, you have existing whol esal ers, and you
have existing vendors. And nost of these are nmaxi num
200 item \What is wong with sonebody calling people
to say, if we're buying Ability One product or you're
buyi ng NSN, give us UPC code, which is a general code,
and pl ease put the picture there.

So that, because a penny is a penny, but
there are so nmany penny that, you know, if | bid
sonet hi ng and sonebody do sonething el se, then that
create problemfor the contractor to eval uate ny
contract. | would Iike to have or see GSA have their
own VIN, because presently if this is a big contract,
FSSI, then anybody that goes in here, any agency that
goes in here, have to call on at least 15 if they're
going to award to 15 people, why don't you use the
technol ogy out there that have a VIN where all the
vendors that you award this to can send the
i nformation to.

Rat her than, you know, six people calling
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WECsys for invoice, they can log into your VIN, which
is the sane thing as our VIN, you know, everybody have
their technology, but if there is a central technol ogy
where all the custoners that are buying fromthese
contract can go to and look at their contract, nake
sure that it's shipped, and | believe EMALL has
sonething like that now, you can tell EMALL that your
product has shipped and al so you can at | east send an
information there about tracking and all those things.

And it will be nice if we don't, you know,
this is also another area that | would | ove to see,
rather than ne dealing with 500 vendors, if there's a
central VIN the vendor can go in the audit, buyer can
go in there, recomend, |ook at the product we ship,
and approve it, and that automatically go to WAWF or
wher ever Fedpay, and if you cut checks probably three
or four tinmes a nonth so that we don't individually
send i nvoices, credit card, and all of this to each
and every buyer, that will help.

Wth regard to WECsys, we have an easy way
of buying, you know. You can buy on GSA, we have
seven schedules and nultiple BPA. You can buy on GSA,
you can buy on DOD EMALL, you can log into our system
you can call in orders, you can fax in an order. And

we have a system whereby you can scan your order, if
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you have a product out there and you don't know what
it is, we send you a scanner, you scan it and it gives
you and you log it into your system

We provide a seam ess EDI, conplete EDI,
when sonebody buys sonething they get confirnmation
when it ship they get confirmation, when we send them
in for it they get confirmation, they get all those
things. W can dunp that in the central VIN or we
presently are doing that individually to our
custoners. W have three system we have the
custoner, we have our technol ogy, and we have a
supplier. Qur technology is a fulfillnment system
whi ch nost or many snall conpany has.

What differentiate us from many people is
that we have over a nmillion itemout there because of
our schedul e, and we have the traditional whol esal er
like United Stationer, SP Richards. W also have
Ability One and Unicall. Then we have two buying
group, like TriMega and Unicall. This allowus to
provide a cost effective prices for those people who
want to buy light quantity. And thank you for your
time.

MS. POSKANZER: Thank you very nuch. Al
right, we are fairly ahead, so if JimKerwin is here,

| MPAC Conput er Supplies?
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MR KERWN. | feel like The Price is Right
with "cone on down!" Hey, how boring is office
supplies, huh? | nean | sell it, | make ny living off
of it, but oh man. | didn't get the question sheet,

maybe it benefits ne because | was under the
i mpressi on of what was good about the FSSI what was
bad in ny experience with it. So | went along with
that and then | did add sone of the questions. And
have a theory that if | see something wong, if |I'm
going to conplain about it, have an answer for it,
don't just conplain about it.

One thing about FSSI, which runs right with
GSA, it's the sane nodel, business nodel, it's just a
hi gher volune, we were mainly mlitary, and FSSI
brought in a lot of different agencies | never dealt
with before and it was refreshing, you know, to neet
people from DQJ or Social Security or IRS, things that
were not there previously. And you know, we take
nanes and nunbers and we get the orders out and a | ot
of tinmes we forget who these people are, you know?
And sonetines | like to talk to them | get a thril
out of it, you know?

Li ke these office supplies gets boring and
like to give the person a mnute, you know, | I|ike

talk to the person that's fromthe Grand Canyon park
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or soneone on the USS Enterprise or some guy at the
Border Patrol, | find it interesting and | try to put
sonething into it that nmakes it interesting, you know?
And they like to hear about where I'mat, | live in
Jersey City, | tell everyone the Statue of Liberty's
not in New York, it's in Jersey City. And | know
Susan doesn't agree with ne, but it is, | read the
water neter when | was 18 and it's in Jersey City.
And | actually just went to it for the first tine a
coupl e weeks ago with ny son, so that's bad.

One good thing about FSSI and GSA ordering
isit's credit card nost of it, and it keeps us smal
busi nesses going. You know, if we had to do all this
on purchase order | don't think we'd all be sitting
here. And everyone here deserves credit for having a
GSA contract, it's not easy. W're all here to see
what can we get, you know, we're worried about what
we're not going to get but | ook what you've got now,
you know, we're | ucky.

Peopl e ask ne, how d you get that GSA
contract? And of course | answer in broad termns
because |'mnot telling them | just say, oh you go on
GSA. gov and follow the pronpts, you know? But you
know, we sit here, there has to be 100 conpani es here

at | east, and we know fromthe way of past history 12
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of us are wal king out, probably in June or July is ny
guess because, you know, we know the way things go,
and a lot of us aren't going to get it. And you know,
we've got to ook at, what are you going to do if you
don't get it, you know? You have to continue it the
way you did.

Because |'ve put nyself up thinking |I'm
going to get sonmething, and | don't, and it bunms ne
and | let it get to ne. But then |'ve |learned that,
you know, | didn't get the Arny BPA five years ago but
I"'mstill here right now And you know, | have to be
prepared for that. Level 3 reporting was required on
a lot of these BPAs, and at first it was |like, what in
the world is that? | have to spend nore noney now.

And | have to say it's benefitted, you know
when soneone asks for sonething | have nore
information to give them They get receipts fromthe
banks with details on themand it actually hel ps us.

A lot of these things that we find, oh man how am |
going to do this? But it helps us. And they get the
facts and |'ve actually benefitted fromthat. You
know, we're all going to send in proposals saying, we
have 35 war ehouses, we deliver within two days and 98
percent fulfill rate, because we all know where we're

getting the stuff from you know?
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W're all in the sane boat, we're all buying
fromSP and United and we're all presenting ourselves,
you know, in the sane way. And we're all selling
Snmead 12040, and | don't care what anyone says about
all these terms but they're |ooking at the price.
When I'mselling the sane thing as all you guys are
selling, it's the price. And | don't -- like, stop
snowi ng about this quality thing, we all know it's the
price, if it's a straight outright item you know?
That's what they're | ooking at, and if they |ike you.
If you're the lowest and they |liked you and they had a
good experience with you, they're going to cone back

Good thing |'ve seen the GSA do is the PO
portal. Wen ny fax machine ran out of paper | missed
orders, it was a real pain to get them and that PO
portal really works. | like it when I'mon the road,

| can be at any conputer anywhere and get that order

O if sonmeone calls and said, | didn't get this order
and | look it up and it's not in the system | go on
that, | put in the NGAK nunber and | find it and

reprint it, and I can go fromthere, | don't have to

go junping around or asking anybody if there it is.
And EMALL, you can't go on EMALL and print
it, but you don't have the credit card, and they've

got it -- they're lax in that, they nmake it harder for
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nme. And it cones down to when you need that order is
when soneone's looking for it or there's a problem
with it. And face it, there's problens, you know, not
everything goes perfect. And it saves paper too
because we've got to be green and we have to say that
buzzword, but you know, | don't print everything
anynore, and | do it internally.

Now as far as the shipping, | didn't want to
come up here and conpl ain about shipping. W all know
a quartet board is a real pain, it costs like $100 to
ship and we know those pens, for they're $1 they'l
cost $5 to ship. | had an idea just as | was sitting
there. Wienever | ship to Hawaii they have a FedEx
nunber. How about nmake them go conpete and give the
best price? W're all going to ship fromthe
Bal ti nore warehouse to D.C., we're all going to use
Tukwila to go to Seattle, we're all going to use
Irvine for Dallas.

| nmean standardize it. Standardi ze SP and
United to hold to the same ways that they do with al
of us and nmake UPS conpete and put it that way, and
nmake the governnent, let thempay it. | nean they
drive our prices down with our products, how about the
shi pping? | nmean standardize it. And you know what,

if you can't conpete on a quartet board, don't. |'ve
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| earned that |esson the hard way, you know? | want to
be the lowest price and then |'meating freight,
eating freight, and then the next time | put that
price high. 1t's like, no nore of that, | don't put
it on sale anynore.

Be aware of what you're selling, you know?
Be aware, be educated of these products. It's a
constant thing, there's a lot of them |It's not easy,
you know? Wien | first cane in office supplies |ike
12 years ago | was very overwhelned, | was a toner and
tape guy, that's why ny conpany's called | MPAC
Conput er Supplies because |I |iked toners and tapes
because it wasn't, | didn't get what | thought | was
getting, it's straight out what it is and, you know,
there's no nore opinion of a toner, here it is, you
got what you want ed.

I'"'mgoing to say sonething that probably a
| ot of people don't want to hear about how many BPAs
should we award? W're all here to save the
governnment noney. You know what, when you linmt it to
12 conpani es you' re goi ng agai nst what actua
conpetition is. |If you give it out to nore, the way
busi ness works is that you're going to get a better
price by nore people conpeting. And | know people are

sitting here -- you know, | was in FSSI but I'ma
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paper FSSI, okay?

So | got ny nane in the door but | sold
paper just like the other 12. And believe ne, |
didn't really gain nmuch, but | think there's enough
for everyone. Wiy limt it to 12? | nean honestly,
when you're in the portal of the 12 you're going to
| ook at what you're pricing it based on the other 11
When you're on GSA and the big broad area, you've got
to be honest, you've got to give the best price. And
there's nore benefit to have nore peopl e conpeti ng.

And isn't that what Anerica's supposed to
be? And I'mnot like reading this, | nean really, if
we had nore people doing this, there's enough for
everybody and it keeps us all honest. WelIl e-Buy has
worked. If you want to get, you know, you have extra
time, which | don't, you can go on e-Buy and you can
do sone bids and you can work on | arger quantities,
whi ch when you have a larger quantity you can go get a
better price.

And that's one advantage of having this --
when you do |ike GSA and you get volune in August and
Sept enber and you tell one of you vendors, hey it's
going to get busy and they're |ike, yeah, yeah. And
then you pound themwth orders they're |ike, oh, and

they | ove you, and then they wonder where you went in
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Cctober. It benefits that you can back up that, hey
sonething's com ng down the road, and you're not
bl owi ng snoke up your vendor just to get a better
pri ce.

M nimumorder, if we're to learn howto give
t he governnent prices, if we're to learn howto
conduct oursel ves, how about teaching the buyers to be
responsible with their buying? The $50 order, and
agree with what the nan before ne said, you give them
a no mninum you're going to get $5 orders, you give
a $25 minimumyou're going to get the $25.01 order
And the person that orders $50 today is ordering $50
tomorrow. It's tinme to get alittle responsible and
organi ze and nove that up. $200 or $250 is not high
for an office nmanager who has these credit cards to
organi ze thensel ves and put it together in one order

And what kills ne is when sonmeone from EMALL
calls nme about the one itemin their order and they've
split that order with ten conpanies. How nmuch of a
waste of tine is that? To save thenselves $3 they
spent four hours on an order and then they're calling
me about soneone else's order. You know, that's a
waste of tinme, you know? And | say it, why don't you
just order fromone -- 1'd rather have to reconcile

one bill rather than ten
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And that's another way to really -- maybe
put a guideline out, you know, to think of what do you
need for a nonth or what do you need for two weeks,
rather than just, oh | need this stand, |let ne order
it, $50, it isn't nmy noney, you know? One thing that
really irks nme is the difference between United and
SP's unit of measure. Cone on, get with it, you know?
That stuff really bugs nme. Box, each, cone on, stop
trying to cheat each other out. Because when soneone
gets 12 dozen instead of 12 and |'ve got to do the
return, that bugs ne, because of course |'ve got to
pay for the return, these people don't think they're
responsi bl e for shipping anything back, you know?

One thing I've really | earned over the | ast
ten years is you get out what you put into it. The
nore work you put into your catalog is the nore
busi ness you're going to get. The nore aware of new
items you are, and aware of discontinued itens and
pictures and putting things on sale, we all know the
tricks, so the nore, you know. Wen | didn't get a
BPA, | had to go to the alternate and work it.

And soneone nentioned the Postal Service.
When the Postal Service reaches the 1980s and has
tracking, we can all benefit fromthat. For right

now, there's no way to really tell soneone that
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sonething's delivered. And you know, the Postal
Service wants our business, well get on track, you
know? |'d be nore than happy for the Post Ofice to
get a tracking system take that contract for
shi ppi ng, get business for thenselves to be happy that
t hey have business and we're all happy that we don't
have to deal with freight.

Freight kills, mninumorder, postal system

Conpati bl e toners, | agree with what the young nan
said about that. You know, | sell conpatible toners,
| don't think | had one cone back this year. So if
we're all about saving noney, cone on, get off the HP
kick and really try to save noney. | use them | use
themin ny owmn office and | tell everyone to use them
You know, you want to save noney, start |ooking at
where you're buying. And a |lot of these HP toners are
made in Taiwan or China and the conpatibles are nade
here in the United States or by JWOD. And how about
JWOD starting to sell nore of those instead of just
the four that they have?

Point of sale, | interpret it as how you
take your orders. How do you |ike to take your
orders? You still have the people call you and insi st
on giving you the order over the phone, and you've got

to take it because you want their business. That's
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where errors conme in, because if | ever nake an error
with how to spell soneone's nanme or their street
address or sonething like that, it's when | get ny
humanness in it. | benefit nore when it's printed
because it's straight out right there, no doubt, it's
inwiting, you know? | like themthe way they are,
like seeing it like that, witten, email to ne, so
that | can sonetines take a vacation and get ny orders
froma | aptop.

One thing | noticed that really is sore on
the eyes is, how about spacing out the credit card
nunbers in groups of four like it used to be? When
they're all together |'ve got to sit there with a
rul er and separate them And | only say all this
because |'mhands on, | do all this, so it's not |ike
I"'mjust -- you know, | know that | have to, it's a
little easier when those dashes are in there and
don't think that's nmuch to ask for. They used to be
in there and now they're not.

| had one question about, | ship an order
over to Japan. That's fine, | |ove any business | can
get. Wien it gets there and it's broken, how do | get
it back? Am | supposed to pick it up from Japan?
Then definitely when they get sonething broken they

don't feel responsible. So that's why | don't take
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orders from Hawaii and Al aska, because | had soneone

had a case of paper up in Alaska and | was |like -- or
it was a shredder or sonmething -- how am | getting
this back?

And | basically had to say, just throw it
out because it costs ne nore to get it back. So |
wel conme any new business but | would like to know
what's the strategy on that, are they responsible to
get it back to Tracy or to New Cunberl and? Because
fell on that issue and then basically | just knocked
of f anything out of the 48 states because of that.
Mandatory, | heard that tal ked about, if you're doing
this, make it mandatory. Wiy run on a treadm || if
we're not going to enforce it? You know, | believe in
rules, if we have to adhere by them | think the people
buyi ng shoul d al so.

| just, you know, pretty nuch covered
everything | could think of and added in as peopl e
have cone along. | didn't cone to Washington, D.C. to
just play happy, | want to |earn sonething. You know,
|'ve got work going on at hone. Every one of us is
wondering what's happening at the office right now,
you know, when are we going to get out of here, when
can | get hone and get hands on in ny office?

Because if we're here you're an owner nost

Heritage Reporting Corporation
(202) 628-4888



© o0 N oo o b~ w N PP

N NN N NN R B R R R R R R R R
o0 A W N P O © 0O ~N O O M W N B O

87
likely or soneone involved and, you know, that's the
way we are, we worry. And you know, my nmin point
being, | think that if the governnent wants to save
noney, give out nore of these BPAs. Really truly, |
don't even see the need for them because GSA
Advant age was doing fine all along. But if you're
going to give themout, if you really want to save
nmoney, | think that you'd benefit by giving it to nore
peopl e. Thanks.

MS. POSKANZER: Thank you. | also want to
be sure that, sone of the inportant, and sone of it
was addressed with | believe the Level 3 data, but an
i mportant question that we're proposing, and if
anybody wants to speak on it again, is the reporting
information, |ike what data. W would like to see
data back fromyou regardi ng, you know, your spendi ng,
because we need to show government OVB that we're, you
know, savi ng noney.

And | know you said that margins are tight
and so on, but if in any way you can address that
com ng up afterwards, or even if sone of you that have
spoken already, if you could make coment on what kind
of reporting data, what information that is reasonabl e
for us to expect fromyou. You know, is it just Level

3 data? |Is that -- you know, as sone of you said, or
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even Joe said that, it's good for you to have that
Level 3 data, sonme of you never mmintained it, but it
becones inportant not only for, you know, the
conpani es you night have to report to or for us, but
it becones inportant to you because now you have nore
data that you can anal yze your custoners.

But is there nore information you could
provide to us, is it costly to provide nore
information to us, and how could you prove, you know,
savings? Wuld you be able to anal yze that savings
for us or is that very costly obviously putting the
ball in your court? O what information you could
provide for us to show that savings are being found
fromany contract vehicles?

So those are sonme key things that |'d like
you to think about as -- | think for now though that
we might all go to lunch. | know that security w se
it's hard to get out of this building and cone back
in. There is a cafeteria downstairs, hopefully it's
| arge enough that it can handle nost of us. So it's

now quarter of 12, so why don't we go until 1:00. |If

you are choosing to go outside we will try to nake
sure we're at the -- | know we have to escort you in -
- so we'll make sure soneone is at the security gate,

security door again to get you back in here. But
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there is a cafeteria, go out this, to the right, head
for downstairs, you guys know better than | do. And
when you cone back and we start up again, if you can
thi nk of those points.

(Whereupon, at 11:45 a.m, the hearing in
t he above-entitled natter was recessed, to reconvene
at 1:00 p.m the sane day, Wednesday, January 13,
2010.)
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AETERNOON SESSLON
(1:12 p.m)

MS. POSKANZER: Start up again, thank you
for your tine. | just did want to say that we were
hoping or would like to at the end, the Cormodity Team
if they have questions for have a Q%A session with you
as the vendors here. So if you'd stay after the
speakers and as our Conmopbdity Team has questions to
pose to you that you would participate in that. Next
onis Gil Wjchiehowski from Stevens Office. Is Gi
back? GCkay, thank you, have | said that pretty
decently?

M5. WOQIJCHI EHOWBKI :  Hi, ny nane is Gai
Wj chi ehowski from Stevens O fice Supply. First of
all | just want to take the nonent and tell GSA that
we really appreciate on the | ast round of pre-FSSI
themlistening to our concerns prior to the
solicitation, because it really did nmake a difference
to the vendors who were actually awarded the BPA. At
the present, Stevens is an FSSI hol der and has severa
ot her BPAs for points of conparison

And as far as we're concerned the existing
FSSI is successful in terns of savings, but it is not
successful in terms of the dollars. And until this

BPA i s made mandatory or the use of EMALL or Advant age
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is made nandatory for these contracts | don't think
you're ever going to realize the volune and the
savings you're looking for. The mandatory use of
EMALL and GSA will al so ensure consistent pricing and
di scounting. | know that's a concern for a |ot of
wal k-in and the phone-in and the fax-in business.

That would elinminate that problem

Anot her factor affecting success is contract
saturation. There's so nany contract vehicles out
there for end users and customers to pick fromit
becones a matter of which vehicle are they going to
use. | would like to suggest that under the new
solicitation you require all vendors to submt
catal ogs and pricing using nmanufacturer part nunbers
i nstead of their own part nunbers, and upon contract
award al so require all BPA holders to post their
catal og of fering using manufacturer part nunbers only.

What happens now is if a custoner does a
guery on either of the systens, GSA or Advantage, if
they query by manufacturer part nunber all the players
pretty nmuch cone up because we're all referencing
manuf acturer part nunber. However is an end user does
a | ookup or a query according to a manufacturer's
catal og nunber, such as a big box store, only that

store will come up because it's a unique catalog item
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and at that point in tinme there is no basis for
conpari son.

So what happens is they have a captive
audi ence at that point, and because of the narketing
power that the big box stores have over all of us
i ndependents, if they have their unique catal og nunber
and they have infinitely nore catal ogs out there,
collectively nore than all the small conpanies do
that by default they're instantly going to get a
bi gger piece of the pie because of that catal og nunber
bei ng unique. The requirenment, it would all ow
custoners to see fair and total conparisons at that
point too for the BPA

The suggestion is, why not make the FSSI a
full catalog offering, instead of elininating
categories and itens, as long as they're TAA conpli ant
and ETS-free? | think one of the other issues with
custoners is if they are out there and they have a
list already nade up in advance and they go out to
|l ook for it and they can't buy everything on their
list, that's a frustration point for custoners as
well, so then they stray away fromthat BPA or that
contract.

The first round of FSSI criteria from our

point of view, we felt it was dead on and we all had
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to list our prices for a large nunber of itenms, then
|ist our proposed BPA prices as a bl anket percent off.

That concept prevents buy-ins and using | oss | eaders
to win contracts. | nean |large corporations can do
that, but snmall conpani es cannot do that. And bottom
line is, we're not shipping mass quantities to one
custoner, we're shipping onesie twosies to people al
over the United States. So it mght ook like an
econony of scale to contracting officers, but it
certainly is not when it cones to the vendors.

Questions for GSA that | personally have is,
what will GSA do to nonitor BPA hol ders who are mass
violators of TAA conpliance? | knowthis is a
frustration point for nme personally and probably
several other people in this room is we see
conpetitors every day out there who constantly have
hundreds if not thousands of itenms under BPAs and on
GSA Advantage in general that should not be out there.

And it makes you wonder sonetines for those of us who
play by the rules, you know, what are we gaining by
pl ayi ng by the rul es when agai n custoners can buy
what ever they want fromthat person and then we're
told they have to be self nobnitoring. You know, it's
i ke who's guarding the hen house in that regard?

| think every vendor, you know, here,
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oursel ves included, is certainly you're going to have
a violation here and there because we're not perfect,
but we all pretty nuch do the best we can. But |
think | personally would like to see if there is sone
kind of nethod to ensure conpliance out there. The
portal for GSA Advantage, we receive our orders
el ectronically through cXM.,, so we are not able to
t ake advantage of the functions in the PO portal, and
when calling the hel p desk or anybody who was in
charge of that systemwe were pretty nuch told in so
many words, you know, that's your problem

If you elect to receive your orders
el ectronically, i.e. be efficient, then you don't get
to use that system which nakes no sense because we
can't get any reports or anything. So because we're
ef ficient doing ED orders, which elimnates a | ot of
problens on the back end for fulfilling orders
correctly and processing the data wi thout error, neans
we can't give any reporting options or |ook up any
orders that we might need to get a copy of that we
didn't receive for whatever reason. So that would be
really helpful if sonebody could naybe say, hey, you
know, open that functionality up for everyone
regardl ess of the way they receive their orders.

My final thing is communicating the
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exi stence of this purchasing vehicle to card hol ders
and end users constantly and consistently will be the
key to marketing success for this BPA. | think a few
ot her vendors al ready nade comment individually or up
here that they felt that a ot of the card hol ders and
users had no idea it even existed. | think it's just
a communi cation factor. Thank you.

M5. POSKANZER: | think our mcs have al
di ed except for this one, so we're going to try to get
these for the Q®A, but | usually can speak | oud enough
at least for the short term Qur next speaker is Jim
Cope of Cornerstone Ofice Products. Thank you.

MR. COPE: Good afternoon. And thank you,
Judy and Commodity Team for |lending us your ears
today. | have a prepared conment, but | wanted to get
of f base on that with sone things that you and the GSA
team specifically asked for, and one of those is the
reporting capability. | know that Cornerstone is
fully capable of very very detailed reporting going
wel | beyond what the governnent is asking for even
today, and that's not a problemfor us, but it could
be dependi ng on how many di fferent ways the gover nnent
asks for that reporting, how often they change it, is
each new procurenent requirenent going to require ne

to report a different way?

Heritage Reporting Corporation
(202) 628-4888



© 00 N o o b~ w N PP

N NN N NN PR P R R R R R R R R
O A W N P O © 0 ~N O O M W N B O

96

Ckay, so if | have one consistent way that |
need to report data to the governnent, that takes cost
out of ny back end. |If |I have to constantly devel op
new reports and new formats, that's noney added to the
back end. The other issue | wanted to tal k about, and
| heard a nunber of vendors speaking of nake the BPA
mandatory as a positive thing. That's a doubl e edged
sword. Yes, it will drive volune, and the thing that
| don't |ike about nandatory procurenent vehicles is
t hat procurenent vehicles that don't work and they're
mandatory, it's not good for the governnent and it's
not good for the industry.

And the other thing is, a procurenent
vehicle that works in one area of the country may not
work in another area of the country, because it's too
diverse. A nlitary base in a renpte region is going
to have different requirenents than an agency in D.C
or another large city. Cornerstone was just recently
excluded froma procurenent vehicle. W participate
under FSSI through the IS Group. | was recently
excluded froma FSSI BPA that was not bid, it was just
there was a test program put out and then it was nade
nmandat ory.

My performance is higher than the vendors

that are on that bid, of which one's a big box and
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then one is a big box that's been questioned the other
conpany is a passthrough, and it's been al so
guestioned the third conpany on that BPA is a
passt hrough also. But ny prices are |ower and ny
performance is higher, but | am excluded fromthat
mandat ory FSSI BPA because the agency arbitrarily
limted that to three vendors and they did not
announce that ahead of tine and it was just done very
very qui ckly.

So personally |I'm agai nst nandat ory BPAs.
If a procurenent is done well, it's beneficial for the
governnent user and it's beneficial for the dealers,
and it doesn't have to be nmandatory because the
governnment wants to use it. So if you nake this
procurenent what it can be, you don't have to nmake it
mandat ory. Ckay, so question 14 was ny favorite
guestion, and that backs up the other two points that
| make, and the question is, what else do we have to
do to get lowest total pricing including optina
nunber of vendors and nunber of years on the contract?
And the answer to that, there's one answer,
you have to find the sweet spot. You find the sweet
spot, you solve that. Ckay, and what the sweet spot
is, isit's the intersection, if we graphed a vendor's

efficiency in fulfilling orders to the governnent,
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okay, what we would find at certain dollar levels the
cost for that vendor to fulfill that business would be
relatively high. And |'mgoing to use an exanple
that's one particul ar agency using m cropurchases and
deskt op delivery.

Ckay, so for this particular agency, if we
ran that sales volune at $10 million in spend for that
agency, and then if we took that and applied and say
we had 12 vendors that are conpeting for that $12
mllion, that the cost to fulfill those orders woul d
be 9 percent of sales if the 12 vendors got an even
amount of business. Each vendor in that case would
get approxi mately $1,200 of business, okay?

So that obviously would not be enough to get
efficiencies. The cost to fulfill that contract can
be brought down in the 3 and 4 percent range rather
qui ckly, however. |f we |looked at that on the graph
the graph would conme out like this with a steeper
reduction, then the graph flattens out. Approximately
$1.5to $2.5 nmillion using this particular agency's
nodel s is where the vendor woul d take nost of the cost
out of servicing that agency, okay?

So now | want to use that point to answer
your question of how nany vendors do we need. Because

in the past you've said, okay we need three vendors to
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deal with a $54 nillion DHS contract because that's
nost efficient for the governnent. And | would argue
that is not nost efficient for the governnent, you've
actually created a systemthat does not allow the
governnent to achieve the sweet spot because the other
part of that equation is the nore vendors the
governnent has on the contract the nore ongoing price
conpetition that exists.

And that's the key, okay, because these are
not fixed price fixed quantity contracts, these are
not contracts for sonething that does not change,
these are contracts for a fluid commodity. O fice
suppl i es get discontinued, new ones come on the
mar ket. Toner cartridges expire and new nodel s com ng
out. So if the governnent's putting out a bid for
three years, five years with nmultiple extension years,
you have no idea what you're going to be buying five
years down the road

Ckay, so it's a very fluid environnent, and
to maintain cost effectiveness in the governnent's
purchase price you have to have ongoing conpetition in
that contract so that the conpetitors, it was
nmentioned a couple tines here earlier, the conpetitors
on that contract provide the price guarantee, the

governnent's continually getting a fair price for the
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product s order ed.

And going back to the price nodel, a typica
gover nment agency doing $10 to $20 million in annua
spend, 12 vendors would get nore than enough to hit
the efficiencies of cost of delivery and fulfilling
that contract. So | would say that 12 vendors shoul d
be a m ni mum nunber of vendors that should be all owed
to service one particular agency. So in an FSSI BPA
you m ght want to bunp the awards up, because | won't
be as effective in the Mdwest as sonebody next to the
mlitary base out there in the Mdwest, they would be
able to outperformne or anybody el se on that
contract.

So the key point is getting the bal ance
bet ween vendor vol une and quantity of vendors to
assure the governnent's continuing to get fair prices
and accept abl e performance under the contract. And
have three points, you know, how woul d the government
achi eve that balance? And the first step would be to
award an appropriate size group of vendors to ensure
t he ongoing price conpetition, and I would suggest a
m ni mrum of 12, nore woul d be better.

That protects against price creep, that's a
termwe have all come to know too well in this

i ndustry, but gradually increasing item prices over
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time solely to build profit for the vendor. It
maxi ni zes vendor performance to the governnent
custoner. |f the governnent custoner is not happy
with the perfornmance of one vendor they have a
sel ection of other vendors they can go to. It creates
ongoi ng healthy conpetition as opposed to linmted
sourci ng contracts.

And again |'Il repeat, limted sourcing
contracts are not necessary for vendors to achieve the
right economies of scale. So the best way to ensure
that best price is an environment that allows interna
conpetition. The second way, offer contract
extensions to high performng vendors. This gives the
vendors a stability and the commtnent fromthe
gover nnment .

Right now, if | performbetter than ny
conpetitors |I'mactually penalized by the governnent
system Wien FSSI cones up to rebid | have no
advant age over the good performance | did on the | ast
procurenent, |I'mstarting fromscratch again. So if
the governnent nodified that to reward high
perfornmance, sonething | call performance based
extensions, it would allow the high perforners to stay
on wi t hout rebidding.

For instance, an exanple would be if the
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governnent awarded 12 BPAs, let's say for a three-year
time frame with two or three extensions. At the end
of the first extension the governnent could weigh the
perfornmance of each of the vendors, the bottomthird
they could not renew the contract. They could rebid
four spots. Now those four vendors that were not
renewed woul d be allowed to rebid, and naybe they
could sharpen their pencil and do a better job for the
governnent, but other vendors who maybe didn't
participate in that first award would al so have a
chance to cone in to participate.

And then at the next renewal again, take the
bottomthird, not renew those contracts, and repl ace
themwi th higher performng vendors. That's what the
i ndustry does with enployees. Wen we need to sharpen
i nternal performance, we don't |et everybody go and
start over, we keep the best and we |et the | ower
perforners go and we replace themwith a new group in
hopes that the new group can rise up and becone the
best .

The third step would be to structure the
contract so it will |lower the vendor's cost to
perform Tine frane is a big issue there. Contracts
shoul d be a mninumof three years with three

extensions. And again, because these contracts are a
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license to sell products, they're not fixed
guantities, vendors have a disincentive to proactively
mar ket the contract.

Ckay, so you want nore volune in your FSSI
there's a lot that | could do as a vendor to market
the FSSI contract, but if ny sales teamis out in an
agency right now |l'mnot sure | want to do that
because | have no advantage, | know it's com ng up for
renewal this summer and it's a ot of work to get an
agency on board, and if | convert a new agency over or
new credit card holders over to the FSSI contract and
I'"'mnot on the next go-around |'ve just put in six
nmont hs of work for nothing on that.

So to give vendors notivation to want to
sell the product, | think it would also drive vol une
back into the FSSI contracts. That directly affects
nmy overhead. Wen | have to turn a contract on | have
toranp up ny teamfor it, | may have to hire sone
positions. |If | have to turn that contract off | nay
have to | et go sone positions, neither one of those
are free, okay, they add to ny cost basis. So if |I'm
doing a good job for the governnent and if |'m one of
the high perforners, why should | have to go through
that? You know, you're asking ne for best price, give

nme consi stency, okay? If I'mgoing to performhigh |
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can do that, but | need consistency fromthe
governnment to do that.

So in conclusion, these contracts are a
fluid environnent. You need enough vendors to drive
conpetition for ongoing fair pricing, as well as you
need enough sal es for the vendors so those vendors can
achi eve what | call the nost effective |evel of
efficiency. That's different from naxi num efficiency,
because naxi num efficiency for the vendor will not be
best value for the governnent. So npbst effective
| evel of efficiency for the vendors, and that wll
provide the highest efficiency for the governnent.
Thank you.

MS. POSKANZER: All right, the next speaker
is Bill Muirray from O fice Depot.

MR. MURRAY: Good afternoon. | guess when |
got the word that we were going to tal k about FSSI and
we had the list of questions, one of the things | want
to know about and what | think is inmportant is what
has changed since the |last go-around three years ago?

Have the Admi nistration given a further conmitnent to
utilize strategic sourcing? Because it all cones down
to the agencies committing to this new vehicle. And
so if there is not commitnent fromthe agencies this

will not work.
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And one of the things to think about is this
vehi cl e needs to be better than what an individua
agency can do itself, flat out. So why are agencies
putting sonething out on their own? Because they
think they can do it better. They have the data,
spend patterns, and certain, you know, details that
they' re accustoned to that they want their vendors to
support. So if the FSSI is going to work it needs to
incorporate all that fromall these agencies, whether
it's 12 or 14, sonehow it needs to show a better
savi ngs advantage than they could do it on their own.

Ckay, so that's very inportant and | don't see it
wor ki ng unl ess t hat happens.

Another thing that was kind of listed in the
guestions was, you know, how can we drive better
pricing, what are sone of the commercial practices,
and just conceptually thinking about it, the very
| argest conmercial custonmers have a few vendors, one,
two, naybe three. But what's key about that is they
know their spend data, they know they're going to do
$10 million, $20 million, $50 nillion, and they know
what products they're going to purchase. And so they
can develop a core list that's very accurate, and they
can price the back end and put a nechanism so we don't

have that price creep or, you know, vendor charges | ow

Heritage Reporting Corporation
(202) 628-4888



© 00 N o o b~ w N PP

N N N N NN PR P R R R R R R R R
O A W N P O © 0 ~N O O M W N R O

106
here and nmakes it up on the end.

Because again this is for the taxpayer and
they need to show saving. So | think that's
important, but that's the difference. In the Federa
arena, you know, there's sone things that have to be
delivered. Socioecononic factors, Ability One, TAA
and those type of things lint the anpbunt of savings
that can be done conpared to a comercial custoner
And what |'msaying right nowis, | agree that, you
know, the governnent needs to act as best it can as a
commerci al custoner but it has sone |limtations, and
how best to get that, and so just laying it out there,
t hose, you know, limting the nunber of vendors and
getting the guaranteed volunme is kind of critical if
you were going to achieve | arge scal e savings.

But | think, you know, there's been sone
speakers here today that brought sonme very good points
on how to achi eve savings even if you had 10 or 15
vendors, that's still workable. And we tal ked about
transportation, | think average order size value is
very inportant. |If there could be | guess a way to
negotiate a different tier discounts, | think that's
important, | think the Federal governnent buyers
shoul d be held accountable to ordering nore than $25

or $50. | nean corporations, they're |ooking at $200,
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$250, or $300 for their end users, and the governnent
should do the sane, and so | think that's kind of
important. M colleague -- Judy, is it okay if Bob
cones up and tal ks?

MS. POSKANZER:  Yes.

MR, MURRAY: kay, |'mnot going to be |ong.

Bob will talk nore about the reporting end, because

t hi nk GSA can show val ue to an agency by wapping in
different reporting that they can't really do on their
own or it's just going to take themtoo nmuch tine to
kind of figure it out. Let GSA fromthe procurenent
end figure out that need for them that m ssion need,
and wap that reporting data, whether it's the new
environnental guidelines that are com ng out, GSA can
handl e that, you know, volune reports, soci oeconomc,
Ability One, let themwap all that in and becone the
expert on that and |let the agency do sonething el se.
And that adds value to it besides just price that
shoul d be factored in fromthe FSSI point of view

Another thing is, you know, we all had to do
bi ds these past couple weeks. You know, if we have
FSSI, you know, we're going to limt that anount of
bids that cone out fromthe Federal perspective, and
there are real costs associated with that and, you

know, it's very challenging to review all the
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docunents and rules and everything, but if there's
just one FSSI then, you know, agencies can kind of
pick up and utilize that vehicle, and there's sone
cost savings | think from both sides.

And lastly, | want to just nention how
strange it is, this office products environnent. As a
t axpayer, just looking at this, you know, just on its
own, why does the Arny pay a different price for a
toner than Honel and Security? Sane vendor, sane item
you know, why is that different? You know, it should
be one price, so | do believe that going to a vehicle
where each agency is paying the sanme price for the
sane item you know, is | guess nore responsible to
t he taxpayer or nore explainable to the taxpayer.

So those are just sone general conments.
You know, | agree that GSA has a unique situation to
determ ne how many vendors are in that sweet spot, so
to speak, it's not going to be two or three, it may be
ten. But | think when you start getting into a | ot
nore than that, you're kind of elimnating the
strategi c source savings that you would have gotten

Because the way we figure out pricing is
based on volune, you know, is this vehicle going to
really do $300 nmillion? |If so, we're going to price

it accordingly. |If we're going to get $50 million
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then we're going to price it accordingly. And as far
as limts on terns, that's critical too because the
t hought is once you put out this vehicle, in two years
time or three years tine you're going to have an
accurate spend data fromall the agencies
participating, and that's when you woul d ki nd of
renegotiate terns that are nore favorable. Ckay, so
Bob Enbry from O fice Depot is going to tal k about
ki nd of reporting and how that kind of ties in.

MR. EMBRY: Thank you, |'m Bob Enbry with
O fice Depot, national account manager. Just kind of
bui l di ng on what ny col | eague said, what we found
agencies want fromtheir reporting, froma reporting
cost savings standpoint, really conmes in the form of
t he business reviews, quarterly business reviews that
we offer. |In these business reviews we're able to
mat ch agency obj ectives with vendor perfornmance, and
we're able to do that through report cards that really
neasure our performance delivery percentages.

We can do tel ephone surveys, by email, or
by, you know, obviously just use our resources to see
how we' re doing. W can do sales by particul ar
| ocation, we can offer the custoner detail ed skew
usage, product category usage, and what this does for

the agency is it shows them gives thema very good
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grasp on what they're buying and hel ps themcontro
t he buyi ng behavi or of their end users. Sone best
val ue netrics that you can consider when dealing with
the agency is a tiered approval for cost control

And we have a | ot of agencies that are on
this system where end users are placing orders on the
Internet and they can only put the order on hold, they
can't actually release the order, it goes to another
i ndi vidual for approval. And this is a great cost
control measure. And also best value item
identification where, you know, their best price item
is marked so they nmake the best selection. Those are
just sone ideas that we use with our bigger agency
accounts to control costs and show savings. Thank you
very nuch.

MS. POSKANZER: Ckay, thank you, gentlenen

Next on is Bonnie Whittaker from Adans Marketing.

M5. WH TTAKER: Hell o, |I'm Bonni e Whittaker
from Adans Marketing. W're a snall wonman- owned
busi ness, and we've partnered with GSA now for a
little over 25 years. This partnership began | guess
in about '84 when we cane into business, and it's been
a wonderful partnership. Adans Marketing, as well as
all the small businesses in this room have the sane

goal for FSSI as GSA does.
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We want to have a mechani sm for our
governnent custoners, who are the npst inportant
people, that we don't talk about a lot but they're the
ones, the reason we're here, and al so our taxpayers
that are paying, you know, for these procurenents that
we keep repeating and kind of conpeting to death
sonetinmes. But the word I want to make that
everybody's nentioned that | think is so inportant is
the word commitnent.

And that is what Adans Marketing and all the
smal | busi nesses here have nade to these agencies
t hrough GSA for FSSI, and unfortunately | feel that we
didn't get the sane conmitnent back, and that has been
the main problem W are trying to do what we can to
drive down low pricing also. Wen FSSI, the awards
were made, | feel like that kind of was the end of it,
there wasn't a lot of pronoting, there wasn't a | ot of
mar keting done. It seens to ne, and it appears from
articles I've read and fromother BPAs |'ve seen that
unfortunately | feel that GSA went on to other
projects at that tine.

There are letters that have gone out from
GSA advising their custoners to use -- like all the
supply web sites, you know, |'ve got copies of those

letters. They of course got involved with the
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nmenor andum of agreenent with the Marine Corps for the
bases, for their base supply stores, with our friends
O fice Depot and a couple others, and they pretty nuch
led a lot of the Marine Corps telling themnot to use
the GSA Advantage, to go to this web site to use for
ordering purposes.

Now this might be great for those prograns,
and | think it's wonderful that they pronoted those
and backed them but what happened to FSSI and where
was that comm tnent and where was that marketing for
that progran? And it's true we all have spent a | ot
of noney to this, we hired additional personnel, we've
al so gone out to | ook for new warehouse space to be
ready for this $300 mllion BPA, and | think from what
| understand over the last three years it's generated
about $20 million for the 12 conpani es that have been
i nvol ved.

But | nean we just need that conmitnent, and
| think if they can do that, if the marketing can be
done, we went out to all the 12 agencies that we had
t he departnent head's nane, we contacted them
directly, we tried to be proactive and, you know,
seeing what we could do to get themon board and get
themin our system A lot of us set up even

i ndi vidual web sites for sone of these people. But |

Heritage Reporting Corporation
(202) 628-4888



© o0 N o o b~ w N PP

N NN N NN PR PR R R R R R R R R
O A W N P O © 0O ~N O O M W N B O

113
feel like if GSA can convince the Marine Corps to sign
an agreenment with them that |'ve got articles here
that says the Marine Corps base business is soaring,
if that can be done, why can't FSSI be a little nore
productive than it's been and nore successful ?

So that's the whole thing, | just think we
need the commitnent from GSA, and | think they can
sign, why can't you sign an agreenent with these
agenci es that have been on this panel, that they nade
a commtnent up front but there was nothing in
witing, why can't they also nake a conmitnent to us?

I know I'm junping around fromdifferent things, but
smal | business is supposed to be the backbone of
Anerica, and | know the Wiite House put out the letter
for the Strategic Sourcing Initiative, and | think GSA
did a wonderful job in doing that procurenent, but it
seened to have dropped at that tine.

| don't see how we can any of us give any
better pricing than we have. One of the things | put
down here, what happens when we have done a
solicitation on an offer this large, we have gone to
manuf acturers, we've gone to the warehouse
distributors, we've nade big commtnents to these
people, you give nme this pricing we're going to

guar antee you this business fromthe Federa
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governnment. So we've gone out on a linmb, so now when
we go back to themnext tinme, you know, they're going
to say, you never produced this, so we're sorry,
you're not going to get that cost.

The next FSSI night not get the sane
di scount structure and the sanme pricing that you got
last tine. So that's just, you know, in the rea
worl d, you nmake pronises and if you can't live up to
them you suffer in the end. | had other comments but
-- I"'mgetting a little flustered here. But | think
what can really happen is, and there needs to be nore
oversi ght al so as people have said with these.

But if we redo this again and do nake that
honest commitnent to each other, and keep in mnd that
t he governnent custoners are really who we're
servicing here, and snmall busi ness has proven over the
| ast 25 years that | know that they definitely can do
this for GSA. W are an extension of GSA, you know,
for the governnent custonmers. So if that could get
done, | think and we could really get sone good
mar keti ng goi ng maybe at the next expo, those kind of
things really really help. Thank you.

MS. POSKANZER: Thank you, Bonnie. Next up
is Vince Martinelli from Stapl es.

MR. MARTINELLI: H, I'mVince Martinelli,
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I'"'ma strategi c account nmanager with Staples, and
we're a large business in case anyone didn't know.
But that's not really the point I'mup here to nake.
I think first of all it's been great to listen to
everyone today because there's been sone outstanding
i nformati on conmmuni cated today, but there's a
conti nuing thene throughout this, if you | ook at the
comments. And, Bonnie, you stole ny thunder, but
that's okay, you can steal it any tine you want.
I'"'mgoing to start with reporting because
that's what we were asked to maybe key in on this
afternoon a little bit. And you know, reporting is
i mportant for anyone to understand what their business
is all about. So we can, as nany conpani es can, we
can give you any kind of reports you want. However,
it makes sense for GSA to conmunicate or to have a
di al ogue with the vendors so that you can really
define what you really need to nmake this procurenent
successful and so you can neasure it and go back to
your superiors and say, hey |ook, we nade these
changes, here are the reports fromall these vendors,
and we have saved nobney, we are buying Ability One, we
are buying green, we are, who el se knows what ot her
conpliance thing they've got.

But | nean we can give you whatever you
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need, provided we can all get together and decide that
everybody can do it. | nean it's not just Staples or
whoever, but | nean any vendor involved should be able
to give you the reporting that you want in a tinely
fashion. 1'Il give you a quick exanple. | used to,
we had a test BPA for years with the Air Force, and we
used to do a quarterly business review where we did
show t hem savi ngs and reporting on green purchases,
Ability One purchases, and total savings.

And they liked that so nuch that when they
put out that last BPA part of that reporting that
they wanted from everybody, a lot of that was
incorporated in that, although it's requested in a
particular format that -- | don't have the Air Force
so | don't know, but it was kind of a weird thing that
they need to throw it into their database. See that's
the other thing, GSA if they're going to want this
reporting they need to put it in a format where all of
us can nore easily put it ina format, send it to
them to one area at GSA that's going to collect al
this stuff, and then they can nanipulate it the way
they need it. And call ne silly, but | think Excel is
a great format for anybody to send a report in.

Al right, noving right along. Al right,
the BPA, | think Bonnie brought up the main topic
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had here before, why | don't think this BPA has been
successful the way it should be, and that is no one
knew about it. GCkay, you go out there, and |'ve been
out there, and |'ve been out there for years peddling
this thing, and you know, it's pretty discouraging
when you go into these agencies and you say, hey we've
got this great opportunity for you and they don't know
a thing about it. | nmean it's like you're talKking
Geek to them

Now | may be over exaggerating, but you know
what, when you're out there doing this five days a
week, whether you're on the phone or whatever you're
doing, after a while it gets a little frustrating
considering it took you six weeks to put the
procurenent together with a team of about five people,
and then | took down to GSA in Crystal City three
boxes of things so they could anal yze the | ast FSSI
procurenent, which I'msure all of you did. [|'m not
being critical of GSA, |'mjust saying, that's why
we're here, we need to kind of nmake a change and try
to get things better this tine around.

One of the ways | think we do that too, once
whoever gets this award, whether it's 20 vendors, 50,
| don't know what the nunmber is, but the bottomline

is GSA needs to take the |l ead and get the word out to
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the agencies that this is a great opportunity for you.
And they can do that internally, they can give the
vendors' contact information, although | know it could
be a G2 thing, but really, you know, we can contact
the credit card holders if we get sone information

And | think you need to do it both ways,
especially when you inplenent it and get it running
right out of the gate, GSA does what they can to
implement it and then we do what we can to get the
word out, and between all of that, after about six
nont hs hopefully the word is out and there's going to
be custoners ordering. And speaking of ordering, and
everybody wants to make sure the price is right, and
"' mnot tal king about the show

The way you do that is the way a nunber of
peopl e here have suggested, you nmeke it, | don't know
if mandatory is the right word, but you strongly
encourage the users to order electronically. You use
GSA Advant age, we already got that vehicle, and nost
of us have our own web sites, or they can create, or
we've already created an FSSI web site. So between
those two, you know, we can get the data from our web
site to make sure we do the reporting, GSA can coll ect
from Advantage to do that reporting on the FSSI, and

bi ngo, you've got a double bubble there that gets your
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reports and find out what you're doing as far as
savi ng noney.

Al right, yeah, that's one of the things I
really wanted to enphasi ze again, encourage themto
use electronic ordering. Now the other thing as far
as awardi ng and how nany vendors, one of the nilitary
services awarded like 32 different conpanies a BPA,
but they did it in socioecononic groups, they defined
that in the solicitation, they said, hey we're going
to award at | east one or nore conpanies in this group
wonan owned, veteran owned, service disabled, blah
bl ah bl ah, whatever the rest of them are.

And when they did award the BPA that's
exactly howthey did it, and they were able to get al
t hat done and have no protests and it was very
effective. Now they got, you know, 32 nay be the
wrong nunber, but anyway they've got it and it's
nmoving along rather well. And finally | just would
like to say or echo again what soneone el se said, and
I think that our mmin consideration, GSA -- and we
know that -- but GSA and ours working together, and
think putting a conm ttee together of vendors, whether
we do it after the award or before the award or
whatever, is really a good idea, to neet maybe every

quarter and really go over things.
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But | think the end users out there want two
things. They want decent pricing, conpetitive
pricing, and they want to get their stuff on tine,
service. So we can do that for the end user, we just
need GSA to put out a sinplified solicitation so it
doesn't take everybody 18 weeks to put it together
and then we can nove on fromthere. And |'m not
trying to be sarcastic but usually | am So anyway,

t hanks very nmuch, and as a large business |'d just
like to say, it's good to see all of you.

MS. POSKANZER: Thank you, Vince. W have
two nore speakers, then we have Q®A. Next up is Joe
Bradf ord of Shel by Distributors.

MR. BRADFORD: My nane is Joe Bradford for
Shel by Distribution. |'ve been with the conpany only
seven nonths. Prior to that, let nme give you a little
bit of nmy background. | was in the nilitary in the
Arny, I'"'mone of the few soldiers that served in
Vi etnam and Desert Storm

(Appl ause.)

MR. BRADFORD: Thank you. M president of
the conpany, is Julian Grubbs, is a service disabled
conpany, and you know, he was in it for 25 years. And
when | left the mlitary | went and got ny MBA and

worked in Metzcal, and | worked at Metzcal about 12
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years. Then Julian, who |I've known for a long tine,

kept asking ne, cone and join nmy conpany, see what

|'"ve got, | need help. So | went over there and | did
that, | |ooked at what he had, and | decided to join
t he conpany.

At that tine he was doi ng about $10,000 a
quarter. Well the fourth quarter when | joined, we
sold $700,000. And that was done by pl anni ng,
pursui ng, thinking outside the box, cutting costs. |
heard about transportation, | hear it's going to cost
from1l2 to 20, 18 percent. Well we were offered that,
and we cut it to 8 percent. So there's ways to cut
costs, but you have to think outside the box.

When we went from $10,000 a quarter to
$700, 000, we planned it, we hired the people, we have
now expanded. W now are very very aggressive, and we
are making a profit. As for reports, we have Air
Force BPA, okay, each custoner is different. |If GSA
wanted a different type of report, we can do it, |I'm
the one that's doing it. And Julian asked ne, wel
how do you learn to do all this stuff? | went through
training, | know how to do things, okay?

A lot of people | hear, saying they've been
in the business 20, 35 years, you might need to think

outsi de the box, hire people with new ideas, things
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that can hel p you, help our conpany. You know, as |
said, before | was an autonotive and najor
manuf act uri ng conpany, we never questioned our
custoner. W would never question GSA, you tell us
what you want and we will abide. Now, to nmake it
better for us so we can do planning, one of the
t hings, for ordering procedure.

VWien | was in Arny we used to use the
M crosoft mcrofiche that the GSA used to give us.
Ckay, | don't know if you all renenber that, but now
we' ve got a GSA Advantage page which is good. |If the
GSA Advantage or the FSSI, when the buyer selects the
vendor that can link to our web page, that will save
costs. You know, instead of going to a PO portal, if
it can link directly to our web page.

We of fer custonmers discounts if they use our
web page. | get phone calls from Social Security,
IRS, and they ask me, this price you have on the GSA,
is that right? They say it's |lower than the FSSI
pricing. That's right. So you have to think outside
the box. W at Shelby Distribution, you know, we are
very very aggressive. W look at all opportunities to
cut costs, and there are opportunities out there,
okay?

We have not | ost nobney, we are making a
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profit. W nmay not nake or set our goal as high as
everybody, but we are naking a good profit. | can
tell you because ny boss bought a brand new truck.
Now, you have a question here about our standard
catalog. It would be very problematic for us if you,
you know, you have itens in there that are not in our
catalog. So we would have to go out and source it.
But you know, again a |ot of people mght go to China,
we don't. We are TAA conpliant. W are pushing
Ability One.

Credit cards, there's a 3 percent charge
that we have for credit card charges. W have no
problens with EFTs, | nean we prefer them So in
other words if they order, we can process and cut
costs by 3 percent. Wien | was in the manufacturing
busi ness we dealt with EAUs. You know, one of our
custoners that we have now, we bought paper fromus
and he made a conmitnent to buy X nunber of pallets
every two weeks. So we could cut costs by buying a
| arge vol une of paper, if we can get that from our
custoners that would work better for us.

Because what we do, we don't | ook at one
custoner or one contract, we |ook at the overal
picture by conbining all contracts, GSA itens, DOD

EMALL, and put themtogether to get our costs and go
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for cost savings. W nmke ourselves available to al
custoners 24 hours a day, either by cell phone, enmuil
we respond i mediately. As a nmatter of fact we had a
phone call during lunch that they wanted to air ship
sonething to Irag. O course us being ex-mlitary we
support everything having to do with the mlitary.

So we nmake ourselves available. Now wth
GSA, we would like after-hours you know, where we
could send our question or voice nmail so we get a
response. W do get response, you know, when we call
but at night if there's a question, for instance we're
in muntain tine zone. So down there we -- let ne
make sure | get this tinme right, | get confused
sonetinmes -- when it's 9:00 here it's 7:00 there. So
we bring people in early so that we can be avail abl e
for you in the east coast. But at 5:00 our tine,
nobody' s avail abl e.

And luckily, you know, |ast night we were
hopi ng, we had sone questions and might get |ost, but
we nmade it on tinme, and we were trying to get a hold
of sonebody | ast night and we couldn't. All these
ot her questions that are on here, | heard like
delivery options, we can deliver next-day. W're very
flexible for non-UPS itens. And when we deal with our

commerci al custoners, you know, |'ve heard it a |ot,
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we try to be very conpetitive with our regul ar
custoners. W don't give thema GSA pricing, but when
they ask us for a RFQ they ask us for our catal og,
they don't ask for individual itens. So in npbst cases
we provide everything in our catalog to our conmerci al
custoners. Well that's all |'ve got, anybody got any
guestions or anything?

(No response.)

MR. BRADFORD: Ckay, thank you very mnuch

MS. POSKANZER: (Ckay, thank you very rmnuch
And our | ast speaker, unless anybody el se wants to
cone up, is Steve Jewett from O fice Advantage. And
then we'll go on to QRA

MR, JEWETT: | brought sone props with e
too. These cane fromdownstairs. |'m Steve from
O fice Advantage out in beautiful sunny, warm San
Diego. | want you to know, | just got a weather
report, it was 60 degrees. Yeah, it is cold today,
it's normally 70 this tinme of year. A couple of
things, first off we are a fairly new GSA contractor,
went through the process with Susan's teamrecently,
we've been with the IS Group for about five years
before that. GSA does a great job of supporting snal
busi nesses. | do want to say thank you and | do

real ly appreciate the support that you've given us.
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So thank you, we do appreciate it.

Savi ngs and innovation, there's a couple of
ways of saving that have already been done that people
have tal ked about. The first is where we provide
savings to you. The other way is by providing other
types of savings. And what we have here is toner
cartridges are downstairs, these are all brand new
toner cartridges that are being thrown away or being
recycl ed.

Ti ne Thonpson, who's on the line fromthe
Navy, knows about this program W have saved
approxi mtely 10 percent of what we've sold to the
governnent by returning back cartridges like this
t hrough a toner exchange program So basically
there's other things that can be done by smal
busi nesses that provide a savings to the Federal
governnent besides sinply providing the price, things
like this right here. There's an article that was
written by sonebody in the Navy that docunmented a
$44, 000 savings on one command w thin the Navy.

Anot her one is a product that we devel oped
specifically for the Navy, called Deckmates, that has
saved an approxi nate val uation for nmintenance of $1
mllion a year. So the types of things that snal

busi nesses do are able to be innovative and think
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outside the box. Reporting, npst snall businesses can
provide equal reporting to what is done on a world
class level. The reporting that we can provide is in
detail via Excel spreadsheet through quarterly
busi ness revi ews, and we can do any type of reporting
in any way that you decide that you need it.

Again, we would like you to be consistent as
far as how that reporting is done, so that we're not
trying to reinvent the wheel with every agency that we
work with. Does all that nake sense? Then the FSSI
t eam needs to provi de ongoi ng gui dance to Federa
gover nment procurenent specialists at every |evel
indicating the FSSI contract is a preferred purchasing
vehicle for the Federal governnent. |It's very
i mportant that that guidance is provided on a
consi stent basis and that it is noted in terns of how
t hey do things.

We al so believe the FSSI woul d achieve its
soci oeconomi ¢ goals by creating an RFP structure that
provides a counterwei ght to the negachannels' pricing
advant age by taking into consideration business size,
mnority status, and so on. And last off | just want
to tal k about regionalization. One thought that |'ve
had is to have a regional specialization

O fice Advantage is located in San D ego.
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If we have the opportunity to focus in the southern
California region or in the Southwest region, we'll be
able to provide better service, in-person service,
that's required, as opposed to having the focus of the
conpany be with every agency of the Federal governnent
in every location. It assists in terns of shipping,
delivery, custoner service, sales, and nost of al
support for the people that are out there in the
agenci es doing the order. And then |ast but not
| east, go Chargers. Thank you very nuch

MS. POSKANZER: That's okay, ny husband's a
Chargers fan too, | don't know where it cane from
Ckay, we've got one nmic working. Thank you, Steve.
Al right, now we have tine for our Conmmodity Team or
| guess if there are questions fromindustry here for
ot her coll eagues, to step up and ask any questions
based on what you didn't hear or what wasn't answered
or redefining things that were discussed this norning.

Does anybody from our teanf

FEMALE SPEAKER: | just wanted to reiterate
the nmonitoring on the TAA conpli ance.

MS. POSKANZER: Yeah

FEMALE SPEAKER: For what Juanita said and
the lady from Stevens O fice Supply, | wanted to

second, third, fourth, fifth that. Qur conpany has
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witten letters to GSA, and the letters that we've
gotten back basically have said that they don't
noni tor, that we have to nonitor ourselves. And
find that totally unacceptable. It's not our job to
noni t or what ot her vendors are doing, and if we have
to be in conpliance, so does everybody el se, and
think if a conpany's not in conpliance they should not
be able to participate in any of the BPAs, peri od.

M5. POSKANZER: W'l take that into a note.

Susan, do you want to address? Susan Chin is the
branch chi ef who oversees the Schedul e 75 where many
of the issues arise on this topic.

M5. CHIN. W appreciate all of your
concerns regarding the TAA conpliance, it's a daily
effort on our part to get all of those non-TAA
conpliant itenms off of GSA Advantage. And we've once
of fered what | thought a real practical solution
which is for our office to directly go into GSA
Advant age and just grab those non- TAA conpli ant
products and that would be the end of it. But it
didn't go that route, so but perhaps we can revisit
t hat idea again.

But in the neantine, it is an ongoing
chal | enge for us, we acknow edge it, and we take ful

responsibility for knowing that those itens are out
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there, it's not a 100 percent process, but that is not
to say that that is acceptable. W all have to, you
know, be responsible in trying to make it as conpli ant
as possible, but you know, we do acknow edge that. |
know, Gail, you've brought that to our attention many
times, and you know, we're very frustrated with the
situation as well.

FEMALE SPEAKER: It's not so nuch the
products, it's that it's the sane conpani es over and
over and over again. It seens to be the sane X anopunt
of conpani es that are in nonconpliance.

MALE SPEAKER: And if | could add to that,
you know, as an independent, we try to go to narket,
as | know many i ndependents do here, honestly. You
know, we really want to give the governnent the best
value, we really want to performto high standards,
but sonetines our conpetitors cheat. And | won't say
that they're all big box conpanies, but I'lIl let you
fill in blanks there, but sone conpanies are very
experienced at changi ng part nunbers and unit neasures
and product descriptions or selling itens that they
shoul dn't be selling for the sole reason of generating
profit. And so if I'mkind of reading between the
lines a little bit, it's conpanies that cheat should

be debarred, you know, and if you can catch them on
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FEMALE SPEAKER: It's blatant, | nean it's
bl at ant .
MALE SPEAKER: So it's nmaking, you know,
conpani es play honestly when other conpani es deci de
that they don't want to play straight, they want to

play all kind of price ganes, win the contract and

then go back and deliver products that are inferior or

at a higher price. And that's what we find
frustrating as an industry because we don't have our
nanes on stadiuns, we can't afford the mllions of
dollars in marketing, we can do one thing and we can
do it very well, and that's provide good value to the
users. So |I'msorry for interrupting you.

FEMALE SPEAKER: That's okay.

M5. CHHN. I'mnot certain that this is
going to be of any confort to any of you, but as far
as non-TAA conpliant itens are concerned, the IG s
of fice has a continuous operation in, you know,
| ooking into those contractors. So it may not seem
I i ke anyt hing's being done, but sonething is being
done about it, and the longer those itens remain on
contract, they will be penalized, you know, at one
point. So it's not |like anyone's getting away scot

free with that. Jinf
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MR KERWN: W have United and SP here
right now, they give us these quarterly reports every
gquarter, and they list the countries. How about if
they supply you with these 10,000 itens in pocket for
anyone to even load them She's tal king about bl atant
TN200s from China, we're not tal king about a sneaky
way, there's always going to be a sneaky way, but
there's conpanies that's just straight out, just put
it when you asked for instead of CN, and they're here
now. How about they conmmunicate and they give you
these 14,000 itens you just bought?

M5. CHN Well | do know that SP Ri chards
and United Stationers?

MR KERWN: That's the --

M5. CHIN. Right, | nean they've had
di al ogues with nyself, and we've agreed that, you
know, with all of the quarterly updates that cone out,
those itens should be listed, you know, with the TAA
conpl i ance cards.

FEMALE SPEAKER: What's happening is the
vendors that are being blatantly untruthful are just
going to down their lists and putting U S. for
everything, they're disregarding everything that
United, SP Richards, and the nanufacturers are saying

and they're putting -- let ne give you an exanple. A
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Fel | ow shredder, everybody in this room knows that

Fel | ow shredders are nade in China, there is no
secret. And yet you can go on Advantage and find
certain Fellow shredders that say they're made in the
US A They're not a U S. product. That's blatant

di sregard of their contract. | don't understand why
GSA is not just sitting down and going this is blatant
di sregard of their contract, you're out, done.

MR, JEWETT: Susan, just a suggestion is to
take that list from SP and/or United, do a random
sanpling, notify people that there is going to be ten
items sanpled, and if there's sonme TAA conpliant item
i ssue, that their contract will be pulled or pulled
fromthe web site until they repair it the first tine,
and then the second tine they get burned. Fairly
si npl e, because all you've got to do is say, hey, it's
going to be ten itens fromthat |ist.

M5. CHIN: W' ve done that, we've done that.

FEMALE SPEAKER: And | just want to
reiterate, GSA, |'ve worked very closely with Mchelle
WIllians, | know she's very great and when you get
that notice you get the information, there night be
one you've mssed, you know. So | have to say
actually that | believe since |I've had the contract

for six years | have seen a narked change with GSA
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adm ni strating, you know, applying, doing the best
they can to nake people conpliant. That being said,
we all know that data's as good as data in and data
out. The whol esal ers, you know, deal with that on a
quarterly basis as in they deal with it anobngst
t hensel ves, they give different reporting. But I
think for the majority, you know, the nmajority of
vendors under Schedule 75 are very good. You have to
do that if that's what you're going to do.

M5. POSKANZER | understand this is an
issue, and it is an issue that we are trying to
address, and there are challenges with it, and we're
not disregarding it and blowing it off.

FEMALE SPEAKER: But these are peopl e that
have existing FSSI BPAs.

MB. POSKANZER: Ckay.

FEMALE SPEAKER: That are blatantly
di sregarding their contract, they have existing
contracts and BPAs with GSA, and nothing' s being done
about it.

MS. POSKANZER: Ckay, well we may not have

termnated them but there is ongoing reviews of these

things. If | can say, and |'mnot trying to stop the
conversation on this, | realize that this is -- this
is a real issue for us, you know, I'mnot throwing it
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to the side, I"'mnot denying it, |I'mnot saying, you
know, |I'm not blow ng you off here, but | would |ike
to, you know, also go back to the other reasons that
we're here.

And we will take, you know, what you've said
and we will work on this. And it is an ongoing
chall enge and it is sonething we do, Susan's people do
every day and that we will, you know, do further on
this. But | would ask you if we could go on to our
you know, questions that we might have for you
regardi ng, you know, the FSSI project and I wll ask
if we can, you know, go on with that. Jack or Karen -
- did you have a question?

FEMALE SPEAKER. | apologize if you fee
that this question is sinmlar, but | nust ask it
because it's been too long and | still don't have a
ruling onit, and | believe that all of the right
pl ayers are in the room | need to know specifically
on the Schedule 75 and for FSSI, are the vendors
allowed to offer open nmarket itens as part of their
of fering?

M5. POSKANZER: On the Schedul e? What do
you --7

FEMALE SPEAKER: On the GSA web site or the

contractor's independent ordering systemare they
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allowed to offer open narket itens commingle with the
items that are on Schedul e?

M5. CHIN: If a customer insists on
purchasing an itemthat's not on the contract -- |
nean we strongly suggest that whatever the custoners
are purchasing they should be purchasing it under a
Schedul e contract. However, if they insist on an item
or itens that are not covered under the contract, they
can buy it, but the contract hol der rnust indicate that
on the invoice, that it's an open market item

FEMALE SPEAKER: Well, | strongly disagree.

| feel that the contractor had to conpete to be
awarded the contract, and that's the only business
they're entitled to. But when they present those open
mar ket itens on the sanme venue, then it gives the
appearance that they've won not only the Schedul e or
the FSSI busi ness but the open nmarket business as
well, and | think that those itens shoul d not be
all oned to be procured

MS. POSKANZER: Well you wouldn't find open
mar ket itens on Advant age.

FEMALE SPEAKER: Excuse ne, we are unable to
hear the answer. \Wat answer were you giVving?

MS. POSKANZER: (Okay, the open market itens

woul d not show up on Advant age
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MS. POSKANZER: Because they can link to --

M5. CHI N:  Punch out.

MS. POSKANZER: You can punch it out t
their --

FEMALE SPEAKER: We'll have an answer
online, but it is a very serious concern, becaus
nmy opi nion they haven't earned the busi ness of
of fering the Schedule itens and the open narket

Qur custoners should be encouraged to all busin

(0]

ein

i tens.

esses

to consider purchasing the open narket itens. But |

think that the GSA needs to research it and nake

ruling on it for those vendors who are offering

a

open

market itens, as far as they're offering it needs to

be a level playing field. | feel the frustratio

nin

the world, you know, | would hate to be on the other

side. Things are not done equally and | have to
support the small businesses and the | arge busin
Governnment has to do due diligence to make it e
to conpete equally. Thank you.
MS. POSKANZER: Thank you. Do we have
- Jack, did you want to cone up and speak?
(Di scussion was held off the record.)

MALE SPEAKER: Can | go ahead and ask
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coupl e of question?

M5. POSKANZER:  Sure.

MALE SPEAKER: The first one is, we've
shared a lot of information with you today as a group
do you feel that you've captured the information that
you were |l ooking for fromthis audi ence or do you have
suggestions about how you would like us to follow up
on this neeting with you, and what's your tine franme
to be nost productive fromyour standpoint?

MS. POSKANZER: Well, you know, the Team|'d

like to -- I'Il try to speak loudly, which I believe I
can, and we'll try to work on the technol ogy. W
appreciate, | think we are getting a |ot of answers

fromall of you. Qbviously they're all different
answers, you know, different people, different vendors
have different perspectives. You know, we had ruch
di scussion fromour Commodity Team and t he custoner
brings a different perspective, and now it's incunbent
upon us, we will be neeting in the near future to, you
know, take what you have said, and nmaybe there will be
nore questions after we start to get together and try
to forrmulate, you know, our strategy.

And we may cone back out to sonme of you to,
you know, tap you and, you know, sone of the things

that have cone up we may ask you for nore input or
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feedback. |If any of you did have PowerPoints that you
had put together for this, you can well send themto
nme, | believe ny nane and address or the emmil that
was on the invitation, the FSSI. You know, because of
the tine franes we didn't ask for the hard copy
presentations or allowit to be shown, but you know,
certainly if you send themto us we can use that as
i nformati on when we neet in a couple of weeks to start
to really fornul ate our strategy.

W will be putting out a procurenent, you
know, in the next nonth or so, we may well have a
presolicitation conference to help further fornul ate
that. So, and | would ask ny colleagues if -- you
know, that's why | canme up here and posed sone ot her
guestions that we weren't sure we were getting the
i nformati on about, the data, the reporting, the point
of sale, those are inportant points that we've had
di scussi ons around throughout our neetings, we neet
every couple of weeks. So | think, you know, it was
very enlightening, and we have Jack Kelly here from
OMB who | know is chonping at the bit to ask
guestions. Thank you, Jack for going up there.

MR. KELLY: | can't talk loud. Listen
first of all, to respond to the gentlenan's comrent

here wonderi ng whet her you have given us the

Heritage Reporting Corporation
(202) 628-4888



© 00 N o o b~ w N PP

N NN N NN PR P R R R R R R R R
O A W N P O © 0O ~N O O M W N B O

140
information we were looking for, | feel like |I've been
drinking froma fire hose. | nean you guys have given
us terrific input, and this is sonething that wll
very much help informthe conversations we've been
having. Wo else is on the Cormobdity Teamthat's here
today? Any of you guys want to cone up here with e
or you just want to sit back there and hunker down?

Vll 1'Il tell you what, feel free any tine
during this period of tine if you want to ask
guestions of the group, there's sone questions that
you want to get a clearer sense of, please, you know,
use this opportunity. One of the things that -- |
guess | have so nuch | want to say to you. First
thing is we're having very very lively discussions now
about what we think we could learn fromthe past and
what things ought to guide the future, and certainly
your comments have been extraordinarily hel pful in
doi ng that.

One of the things that in terns of ny part
of the process is, | guess |'msort of, | question a
| ot of things because |'mcurious. So | want to share

with you just a couple of ideas that are being tossed

around. | nean these are just things that are being
di scussed, | can't tell you they represent any new
direction or any direction at all, but they're sort of
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sone perceptions that | and sone of ny coll eagues have
and 1'd like to get your reaction to it.

The first comment is, you know, you say that
anong yourselves, you really, there's, you know,
of fice supplies is a very |ow margi n busi ness, the
idea that we're going to cone in and save, you know,
huge percents off what we're spending now just isn't
realistic. |'ve seen sone anal ysis that suggests
otherwi se, but it's not because you're not pricing
very carefully, it seens to be because maybe the
di fferent BPAs that you operate under have different
requirements that drive different pricing solutions.

One of the things that we've seen are
differences -- in the sane item sane SKU --
di fferences between vendors operating under different
BPAs of over 100 percent. The second thing is between
t he sane vendor, sane vendor different agreenent,
differences of 9 to 28 percent, sane vendor. Now one
of the things that, because |'mkind of the new kid on
the block, one of the things that I'"'mlearning is that
the prices that we're tal king about are basically FOB
destination prices, they're fully |oaded, they've got
everything init.

So if your custoner has witten a certain

set of requirenents into their BPA and that set of
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requi rements, you know, requires nore of you as a
vendor than say a different agreenent, that's going to
be reflected in the bottomline cost. But from an
out si der perspective we've got agencies paying
different prices. So one of the operating principles
that we're thinking about -- because one of the things
we're trying to do is be nore specific, be nore
explicit about the kind of future we're trying to
create.

So one kind of aspect of that future that
seens attractive is that if we think just about the
unit price, forget the bottomline invoice price, but
just the unit price and we saw, you know, it seens to
nme to be the only right way to go is that sanme unit
price ought to be offered to anybody buying off that
agreenent. If it's the sane order quantity, if it's
t he sane, you know, sane thing. You guys made
excel l ent, you know, comments about not being sure
it's the sane thing, well let's assune we can be sure
it's the sane thing.

But why woul d we expect -- as an agency, why
woul d | expect to have to pay a different unit price
fromthe sane vendor just because one person, you
know, wal ked in off the street or one person ordered

on the Internet. Little side bar there, it could be
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that sone of those processes, the paynent process, the
ordering process, there may be ot her processes, that
build variability into your cost. So which of those

t hi ngs, how can we take that unit price variability
out and deal with variable prices maybe, you know, at
the invoice level? They're alive, | love it when that
happens. Yes?

FEMALE SPEAKER: 1'd suggest get rid of
BPAs, get rid of another |ayer of procurenment. | nean
we al ready have an avenue to present a great price and
a di scount structure per task order to the governnent,
it's called a GSA Schedule. | really don't understand
why we continue to put |ayer upon layer and limt and
limt people's ability to offer the best price to the
governnment. You know, you can do that with a
Schedul e, you can do it with a very strong di scount
negotiation, not just a unit negotiation but actually
a volunme, a task order negotiation, under the GSA
Schedul e.

MR, KELLY: Here's what happens, so right
now, and you guys in the agencies tell ne if |'ve just
m sunderstood this. So |'man agency, and | cone to
you with a BPA office schedule. And let's say that
I'"'mfeeling, you know, bold and | decide to actually

put up mnimumword quantity on the BPA, well that's
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clearly going to get your attention. So now |'ve got
a BPA with you, sonebody el se walks in, a different
deal, they do a BPA with you, because the deal's
different they get different prices. So |I've |ooked
across the entire governnent. So what's inportant to
nme is that the governnent gets the best deal

FEMALE SPEAKER: And | think you're creating
the environnent you're tal king about by creating the
BPA system and all of that |ayer upon |ayer of
contracting, that really doesn't need to be there. |
believe the nmass program the schedul e program for
commercial, you know, governnent buying, it is a good
program | don't understand why you don't enhance the
nmass schedul e system nore so that you're getting those
di scounts through that system nore government
contracting, nore adninistrative, nore of that stuff.

MR. KELLY: Well, so here's the dilemmma |'m
having. | nean first of all | think the schedul es
offer lots of advantages in terns of, you know, people
can get on them easy and they understand the rules --
well, relatively. One of the things that | don't
t hi nk the schedul es has enbedded that all of our BPAs
pretty nmuch do is that reporting requirenent, so that
m ght be sonething that if we were thinking about, you

know, we might need to tweak the schedules a little
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bit to do that.

But what | don't understand, | still don't
under st and how you end up with getting good
conpetition -- | nmean GAO and Congress have been al
over GSA because of the schedul es and the schedul es
not in fact producing the |lowest prices. | nean
there's years of that. So there nust be sonething we
can do a little differently to end up with the | owest
prices.

MR. COPE: To answer your earlier question,
why does one item have a 100 percent margin and the
sane vendor has that sane itemfor nmaybe 20 or 18
percent or 10 percent margin, to go back to when
peopl e were tal king about there's just not that nuch
margin in the business, that's true. They're speaking
of a different perspective than you were. They're
speaki ng on the overall business, on the overal
vol une that we do, we're in a tight nmargin business.

Now, we approach the narket with variable
margin pricing, which we learned fromthe publicly
owned conpani es. The grocery stores do that. MIlk is
priced bel ow cost, okay, they nmake a lot of profit on
Captain Crunch. W do the sanme thing in our industry.

It's a bit frustrating with these BPAs. But what

you're seeing on that one itemthat has 100 percent
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margin in it, that was probably not an itemthat this
t eam eval uat ed when they were awardi ng that particul ar
contract vehicle.

When that itemwas at a |lot |ower nmargin
that item mi ght have been the narket basket itemthat
t he governnment was |looking at. So that's why that
particular itemcould be on rmultiple procurenent
vehicles at very wildly different prices. That's part
of the thenme that | heard a | ot through this nessage.

| don't think that's a secret anynore, maybe five
years ago that pricing was a secret.

But that pricing can be approached at in an
honest way where the governnent's asking us to price
this, we'll price this as |ow as we can, we've got to
make a profit on the overall pricing. That concept
can be approached in a dishonest way where the
vendor's going to play ganes, let ne price it lowto
begin with and 1'Il take advantage of price creep and
everything else | can to get ny margin back into it.

The frustration is, be consistent with us, |
think that's al nbst the sane thing you want. You want
consistent prices, we'd love to give you that. |If it
was reasonable for us to do a cost plus, that would be
great, that would elimnate it all. Okay, what's the

fair margin that we need to fulfill that contract and
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do cost plus? GCkay, that mght not work here because
you'd have to question what is cost? And that's
anot her can of wormns.

But to answer that specific question, |
believe that would be the answer, and that's why I
firmy believe that the governnent needs a reasonably
| arge pool of ongoing conpetition, because | believe
inalive world of fluid prices fluid products that
that's the best way to maintain best value for the
governnment. Because we as individuals, we go out and
point that out to end users and say, | can bring you
the |l ower price.

FEMALE SPEAKER: You' ve got sone BPAs sayi ng
that they want to be given discounts off of your
contract current schedule pricing. So whoever gives
t he best discount off of the schedule, you know, w ns
the award. You could only give 2 percent off of yours
and still be a lower cost. So there are ganes being
pl ayed in every BPA

MR, KELLY: Right, and | nean that's one of
the concerns | have is |like we have too many noving
parts.

FEMALE SPEAKER: Ri ght.

MR, KELLY: And what | really want to know

is, what's your price? O | don't mnd a discount if
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it's a discount fromthe sane nunber. This gentlenan?

MALE SPEAKER: You know, we had sone
di scussion earlier too about this issue of
standardi zation. |If there was essentially a nodel RFP
with conparable terns and conditions, or maybe two or
three different ones but not ten or twelve or fifteen
then that might allow for a convergence at |east of
pricing and narrow ng of variances of pricing. And
again, if you go to the full catal og approach or
sonet hi ng approximating that versus a much small er
core market basket approach, then you al so inprove
your chances | think of getting that uniformty.

MR, KELLY: Thank you. The gentlenman -- or
this gentl eman behind you first. He beat you, but
you' re next.

MALE SPEAKER: The problem seens to be
created by GSA with the BPAs. W have our contracts
on GSA United and then GSA tells us, using economies
of scal es you can sell ne that product a | ot cheaper
because |'m going to guarantee you're going to have
$100 million in sales versus you may have $10 million
in sales over here. So every tine we get soneone
maki ng that pronmise to us then we want to | ower our
prices even lower. So if |'ve got three BPAs and you

offer me $100 mllion in sales and this one tried
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offering me $200 nmillion in sales, I'"'mgoing to try to
give this one a better price. And then the bottom
line is as we've discussed today, none of them work
out because none of them are achieving the anount of
sal es necessary.

MR, KELLY: Right. Yes, sir?

MR, AKI NKUOTU:. Yeah, | think if you |l ook at
paper for instance, if you buy a ream of paper, the
cost is different than buying ten reamin a case, or
buying 800 in a schene, depend on the |anguage of the
solicitations. And | believe we talked a lot here
about commitnent, you know, we are here today because
we heard the word 800 million, 200 million. |If you
have a solicitation that commits to exacting vol une,
then your discount will be different, you know? And
that's why you see nmultiple things out there, you
know, you have to find a way that people buy, what
t hey buy, you know, and schedule a solicitation to
t hat requirenent

MR, KELLY: One of the things that you guys
certainly tal ked about today and sonething that |'ve
been critical of for a while nowis that, you know, we
in the governnent throw that commtnent word out al
the tinme, but it doesn't seemfor the npst part to

nmean rmuch. But let ne give you ny sense as to why
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that turns out to be the case. Agencies are w dely
decentralized, and even though the people who
represent those agencies cone to the table and they
say, yeah we really want to work with you, agencies
are all over the place in terns of their ability to
change behavi or across these highly decentralized
agencies, it's just hard.

One of the things that GSA has tried to do,
and frankly | just don't think it's worked, is, you
know, they've tried to use their schedules to help
di sci pline behavior. You nentioned the TAA issue.
Vell, I"'mnot so sure -- | don't know the answer to a
| ot of these questions, but one of the things that
strikes nme is that maybe what we ought to be spending
nore tinme doing is using the data that we -- we need
to get the data.

And then we can use that data to go back to
agenci es and say, agencies, you know, you guys are out
of line here. You know, you're not buying TAA
conpliant products, you are not buying environnentally
conpliant products, you're not buying Ability One,
when you should, so you have to change your behavi or
as opposed to have GSA be the policeman. The reason |
say that is because what | think we may end up doing

i nadvertently is we may be creating vehicles that
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people say, well geez if | use that | can't do sone of
these things | want to do.

So | nean | just |look at what seens to be
the facts. The fact is agencies are all out there
with their own stuff doing their own thing, and
think they're doing their own thing because it's them
they want to do their own thing. So how can you, you
know, what can we -- | knew |'d get himout of his
chair. How can we help nake sure that agencies do the
right thing? But |I think we have to focus on
agenci es.

MR SHEA: |I'mlining up behind you, Jim

MR, KELLY: Al right. Yes, ma' an?

FEMALE SPEAKER: | think one of the key
factors here is educating the governnent purchase card
hol ders. First and forenost, the card hol ders are not
secure people, they do not have any purchasing
background, for them procurenent is an ancillary duty,
it's sonmething they got dunped on them They already
have a job, they already have a position, they have a
duty, and then sonebody in the office gave thema
credit card and guess what, you've got to order office
supplies. They're going, dam, | don't have tine to
do that.

So you know what they want to do? They want

Heritage Reporting Corporation
(202) 628-4888



© 00 N oo o b~ w N P

N NN N NN PR B R R R R R R R R
o0 A W N P O © 0O ~N ©o O M W N B O

152
to be able to go out and purchase officially from one
vendor. Wen they go out on FSSI, they can't buy the
paper towels for their office, they can't buy hand
sanitizer, they can't buy the journey set, they can't
buy the file cabinet that they need, they can't do
this, they can't do that. They're linited to a
certain nunber of itens, which neans they're going to
have to go to several vendors to do several different
contracts.

And that's very frustrating for them because
they don't want to spend four hours, which sonetines
it takes going out to all these web sites and doing
that. They would rather do this additional duty in an
hour or less, it's just not an efficient systemright
now. So | think that's where you see a | ot of
di sparity anmobng contracts and vehi cl es and what
di fferent agencies are doing. Sonme agencies are very
know edgeable. | would say 90 percent of them don't
have a clue what FSSI is, and they're not getting the
training fromup above, they're not getting the
directions. So these people are going out and hit-
and- m ss buyi ng from wherever or whoever.

MR, KELLY: | think you've hit it. | nean
one of the things we know, and Dave woul d know this

better than ne, is that the vast ngjority of -- way of

Heritage Reporting Corporation
(202) 628-4888



© 00 N oo o b~ w N PP

N NN N NN R PR R R R R R R R R
O A W N BP O © 0 ~N © O M W N B O

153
certain other transactions but even the dollars are
bought through the purchase card, and they seemto
cone under the m cropurchase structure.

MR. SHEA: Well, one point | want to make
clear to everybody, | know sone of you are
sophi sticated enough to understand this and sone of
you are not. \When you have your average purchase card
hol der, you're right, there are 270,000 purchase cards
in the governnent. Mbst of them not all, npst of
themare in the hands of people who are not
procurenent professionals. They're clericalists,
they're veterinarian, they're firefighters, they're
scientists, okay? And they're nmain job is, guess
what, science, fighting fires, taking care of aninals,
detecting di sease, whatever it is.

So you're absolutely right, you nake an
excellent point. One of the notes |I'mtaking away
fromthis session, and | thank you all for being here,
is we need to inprove our training. And I'm
responsible for the GSA card training that we do, and
you can bet we're going to add sonething on FSSI on
this if we don't have it in there already. | think if
we do have nention on it, it's probably all too brief.

But that point being nade, when you talk

about open market itens for exanple, open market itens
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by definition are not on schedul e, okay? Now, every
agency, or | should say nbst agencies, have their own
procurenent authority. Their card holders have their
ability to buy from whatever source they want, al
right, unless that particular comodity for sone
reason is restricted.

You're a very young | ooking group. I|I'mold
enough to renenber mandatory schedul es where you had
to go buy sonething from GSA whet her you wanted it or
not. And in a lot of cases there were problens with
quality, GSA al nost "went out of business", you know,
20 years ago because of this, and the whol e nodel has
changed. So when you | ook at TAA, okay, and buying
products in China, renmenber any card hol der can go to
any vendor, and if it's a mcropurchase TAA doesn't
apply, all right? So they can buy stuff that's nade
i n China.

And | will tell you, | was at USDA, | was in
charge of the purchase card programfor the
departnental level, we were trying to do strategic
sourcing in our own way back then, this was years ago
so ny experience is a little dated, but I'mstill a
purchase card hol der. How many purchase card hol ders
are in the roon? Probably not many, mainly industry.

One other one? Maybe we need to include sone in sone
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of this stuff that we're doing.

But when this TAA thing hit, all right, it
knocked the wind out of ny sales on strategic sourcing
because guess what, people couldn't buy binder clips,
they couldn't buy cal culators, they couldn't buy
rulers. And they said, what do | need this for, you
know? And eventually we found binder clips nade in
Mexi co or sonmething like that. But you know, when
you're on the front lines with your purchase card, you
do it as a collateral duty, and you're out there
trying to buy supplies for your unit to get the job
done and deliver to the taxpayer or the nation or
whatever it is, you ain't got tinme for this stuff.

So you're right, you know, it's got to be
sinplified, we do have to inprove the training. But I
wanted to point out, these people have procurenent
authority, they can go to buy wherever they want to
buy to. | also want to give you sonething to think
about because sone of you said nmake it nmandatory. Be
careful what you wish for, because I'll tell you what,
| wonder what the heck we do to enforce that.

On your point, if sonebody goes and buys
froma non, you know, so called rogue buying, and in
t he governnment we're tal king Fortune 100 conpani es

gl ued together, you know, you're going to take their
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card away? Then what? Are you going to fire then?
What are we going to do to people that -- and Jack has
sone ideas on this, but | think, you know, you go back
-- are you famliar with the novie Field of Dreans?
VWhat was the thene of that? If we build this right,
they're going to cone and buy off of it, and |I've seen
t hat wor k.

MR. KELLY: Thanks, Dave. Yes?

MALE SPEAKER: You know, we've been having a
GSA contract for about four years, and we advertised
on GSA Advant age, and not a whole |lot of business. So
we | ooked for the BPAs because we found that, you
know, we heard through different sources that BPAs
woul d work better. So we did that, we wound up
getting on a BPA and our sal es increased trenendously.

For us it's good, you know, we were able to do nore

busi ness with GSA where we weren't able to do it. |If
we're on GSA Advantage just, you know, trying to sel
our products at the very sane price, we couldn't sel
it because we're conpeting agai nst everyone el se and
soneone el se always got a better price on GSA
Advant age.

But when you apply for the BPA, the BPA says
give us a discount off of your GSA price, right? And

then it also says, not everyone's going to have this
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BPA, so there's going to be, you know, a group of
people who will be on that BPA, and then we won't nake
it mandatory that the people buy fromthe BPA, but
we'll word it in this |language, you're strongly
encouraged to do that. See, the Arny put out a BPA
just, it's everyone knows about it, and they extended
it fromthe 13th to the 19th because they had to
change t he | anguage.

At first the | anguage says it's nandatory,
but then they said, okay, nowit's strongly
encouraged. So now whatever | anguage they used but it
wasn't so strong of a |anguage, for sonme of the
reasons | guess you were tal king about. So | guess
what are you going to do if they don't buy? So now
you' ve got a group of people who are on that BPA a
smal | business like us with six enployees in the
of fice, you're not doing nmuch on GSA Advant age al one,
you can dock your prices as nmuch as you want.

But now if you go take the very sane prices
that you dropped off your GSA price, you're on to this
BPA and that agency is excited because now they can
report to their overseers that, |ook how nmuch noney we
saved with these vendors fromthe GSA price. So in
their perspective it's good because they can show by

reporting because now we are required to report to
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t hem

So now we have to give themreporting
whereas if they bought it on GSA Advantage they don't
have that reporting fromus, we just have to report
our sales, you know, the IFS sales and it's just one
nunber we give to themat the end of the -- but they
don't know what agenci es bought it -- but now we can
you know, report sales. So | think that it does work

You know, there's a | ot of debate on whether we
shoul d or shouldn't do the BPAs, but you wouldn't be
doing it if it didn't work out, you've been doing it
for a while, and so it's been working for us.

MR, KELLY: Let nme ask a question for you
all. How many of you all have the nmpjority of your
busi ness cone in through GSA Advantage? Ckay, those
of you whose business cones in sone other way, what is
the main way it conmes in?

VO CES: EMALL.

MR KELLY: EMALL, DOD EMALL? How many
t hrough DOD EMALL?

FEMALE SPEAKER: But we have BPAs.

FEMALE SPEAKER: | ndependent vendor
platfornms is what our agency uses, and we're very
pl eased with it because we can specify what we need,

and for many years we've needed data. W' ve needed
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data to denpnstrate how we've changed their
envi ronnental footprint.

MR. KELLY: Which agency is that?

FEMALE SPEAKER: ['mw th the US EPA. \What
we found on the DOD EMALL sone years ago in al
fairness to DOD EMALL was that the reports did not
give us specifically what we needed. So the gentlenman
who just spoke raised very good points, | think that
BPAs do work, | think that we all need to be very
cautious of the word nmandatory. EPA had a |ot of
success when we used the | anguage that our BPA was our
mandatory first auction, which neant if it was a good
busi ness reason why the BPA was not the best way to do
it we were excused. So mandatory first option puts
the custoners in the right direction of at |east
considering using the BPAs that we's use the allotted
admnistrative tinme, that's what you use, but it
excuses themif it's not a good business decision to
use it. Thank you.

MR KELLY: Yes, nm' anf

FEMALE SPEAKER: A fair amount of our
busi ness al so cones in via fax and email, and the
reason | think that's the case is because it gives the
advantage toward the EMALL gi ves you any type of

volune that's out there, it's a flat rate whether
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you're buying one of an itemor 20 of an item W've
been in business for 25 years and custoners know how
we operate, so quite often I'll get email requests or
fax requests for quotes because they know that even
t hough we have a GSA contract |'m going to discount
for themoff that contract.

People on their emnils, they'll say, | want
four boxes of these folders. WlIlIl | can go to them
and say, you know, if you order five boxes | can bunp
you up to full cart pricing and | can save you an
additional $30. So that's why they commit, that's the
econony of scales, that's the type of custoner service
things that you can also do that you're not able to do
on the Advant age systemor on the EMALL system

MR, KELLY: |Is that sonething -- | mean
clearly that interaction has value both for you and
t he custoner.

FEMALE SPEAKER: Absol utely.

MR, KELLY: But is that the kind of thing
that woul d be anenable for a catal og sort of thing?

In other words the catal og woul d be |ike, you know,
this is your, you know, onesie twosie price, this is
your, you know, five to ten price, and if you start
getting up to your point, this is, you know, if you do

a mninmmorder quantity of five boxes that's a whol e
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other pricing point. The reason | ask that is, |'m
wondering is, | nean if there's a way we could
structure our catalogs so they were nore useful in
hel pi ng peopl e nake those ki nds of choices.

FEMALE SPEAKER: Yeah, | think that woul d be
feasible to give -- because that's econom es of scale
on that. |If there are orders in full cart quantities
or like a lot of things that people want to order
onesi e and twosi e pens, but you know what if you order
a dozen they're | ess expensive. So there's things
like that that you can nmamke better purchase deci sions
that's going to allow you to get additiona
di scounti ng.

And anot her thing, nost of the snmall
busi nesses here, they deal directly with the
whol esal ers, the SP Ri chards and the United
Stationers. WlIlIl whenever there's an opportunity,
there's a |l arge enough volume, we can go directly to
manufacturers if we're able to neet their m nimum
orders, and those instances we get reduced freight
rates or many tines we get free freight, we're able to
pass those savings on to the customner

So but | nmean ot herwi se we have a | ot of
overhead, and all of the snall businesses are in the

sane boat, on small order, for exanple $50, you're
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basically taking a loss. By the tine you pay your |FF
funding fee, by the tine you pay your credit card,
which can be 2 to 3 percent, and by the tine you pay
freight, you're taking it on the chops.

FEMALE SPEAKER: You have to price at the
| owest common unit.

FEMALE SPEAKER: Yeah, exactly.

FEMALE SPEAKER. | nean, you know, we have
to price at the | owest common unit.

FEMALE SPEAKER. Because you're going to get
a lot of those snall orders, and like | said, you
know, small orders, you're not nmking any noney, | can
tell you.

MR. KELLY: The gentlenman over there.

MALE SPEAKER. My comment is related to in
information technology. | think one of the key
factors that could be considered would be to really
over haul GSA Advantage to capture all of the data that
you're requesting that the vendors here supply you
with. Because the data file and the quarter that's on
GSA Advant age coul d be expanded to acconmpdate a | ot
of sort of information that you're going to need to
devel op a report back to the various agencies to
justify whether they're spending or not spending.

And you can also run your reports as far as
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whether it's TAA conpliance or nonconpliance or if
there's recycled content or whatever. But with GSA
you have the information there, | don't know if you
have the relationship with GSA Advantage to expand
t hat database to retrieve what you need. And you can
al so capture the purchase orders from each one of the
agenci es and report based upon usage, and that's rea
time, those things cone across GSA Advantage, you can
extract all of that data fromthat purchase order that
will give you everything you need for a report,
because that's just the basis of everything that we're
going to be sending back to you.

MR. KELLY: Yeah, sure.

MR SHEA: 1'd like to ask a question on
that point, sir. And actually the entire room how
many of you accept governnent purchase cards? You al
do, right? Anybody not accept governnent purchase
cards? How many of you are providing Level 3 data
today? And what | nean Level 3, line itemdescription
of what's bought. GOkay, how many are not providing
Level 3? Ckay, in terns of the managenent reporting
that's been discussed at a pretty high level here, is
it easier -- and I'mlooking for a consensus -- is it
easier to provide that data with the transaction

information Level 3 through the charge card process or
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is it easier to provide it separately outside of that?

Li ke for exanple if Advantage were nodified
-- and |'mmaking that up, |'mnot saying that GSA's
going to do that. But it seens to ne there needs to
be sonme uniformformat or standard agai nst which
you' re providing data, because quite frankly it would
be easier for the industry | think, and if you think
of sone governnent entity receiving all these
different reports fromall these different nerchants
potentially in different formats, it gets to be a huge
anmount of data to try and digest. So |'m |l ooking for
sone feedback here. Yes?

FEMALE SPEAKER: |f office supplies are your
focus in general -- if office supplies are your focus,
and, regardl ess of whether or not they're BPAs, you
make EMALL and/or GSA Advantage a mandatory part --

MR. SHEA: Like the portal, the ordering
point? GCkay, for the sake of discussion

FEMALE SPEAKER: Right, just like in all of
these up there, that way you all can capture whatever
data you want and you have data integrity. R ght now,
back to the nunbers, anybody could nake their data say
what ever they want, | nean truth be known. \Wereas if
you al ready have that purchasing data within those two

systens, they're both governnent systens, you can
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generate all the reports you want, test for
conpliance, test for pricing that should be, and
capture total spending data versus relying on
conpani es reporting that information back, because
there's a | ot of people and conpanies that --

MR. SHEA: Well, that information though
originates fromthe conpani es though, doesn't it, when
it's set up and evaluated to begin with, right?

FEMALE SPEAKER: Well but what |'m saying
is, you know, you have a |l ot of spending data out
there that is not being captured nor is it necessarily
bei ng reported back to the governnent.

MR, SHEA: kay, | understand.

FEMALE SPEAKER: \Wereas if it were
mandat ory purchasing portals that were in place
ver sus purchasing vehicles so to speak, you could
capture all that data and generate those reports. And
you woul d have themall yourself without having to
rely on vendors to generate spend data, if you will.
Because the wal k-i n busi ness, the phone-in business,

t he fax business can or cannot, you know,
i nadvertently be left out of the reporting process.

MR, SHEA: kay, let ne ask, anybody el se
want to comment on that one?

FEMALE SPEAKER. We're not getting Level 3
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data, you know, Level 3 infornmation data on EMALL or
fromdifferent vehicles.

MR, SHEA: And you know -- okay.

FEMALE SPEAKER: And so if we could get it
fromthe vendors | think there would be nore
consistency if we have the Level 3 reporting fromthe
vendor s.

MR, SHEA: You'd rather get the Level 3 from
the vendor -- | nean either way the data's coning from
t he vendor but there are lots of ins and outs to the
vari ous approaches. Yes? He was first and then we'l
come to you.

MALE SPEAKER: Then |'Il pass the mic. |If
you get vendor generated reports that are outside of
Level 3 or outside of GSA Advantage, you're giving the
vendor an opportunity to cheat with that report.

MR, SHEA: And we'd al so have a huge probl em
with inconsistent data, you know, data quality, al
that stuff.

MALE SPEAKER: Well, you could define the
format. But that vendor wants to make hinsel f | ook
better, it's easier for himto cheat when he's not
having to process paynents for that as far as quantity
or itens or price or anything like that.

MR. SHEA: | thought all our vendors were
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honest .

MALE SPEAKER: You can Googl e overchar ges,
and if you put in, you know, a conpany or two's nane
in there you'll get over 6,800 results.

MR. SHEA: So you think Level 3 would be, in
the provisional Level 3 data, fromthe vendor, that
woul d be the best approach, is that what you're
sayi ng?

MALE SPEAKER: |'msaying | think that woul d
gi ve you a higher level of accuracy. Now, you would
have a gap there, and you're only capturing data with
Level 3 if it's paid through the credit cards.

MR, SHEA: Right.

MALE SPEAKER: Ckay, so yeah you would miss
a chunk of data that was paid through EFT, but you
know, that's probably okay, it still would give you
what you need through that result.

MR. SHEA: 1Is -- and you want to nake a
comment, |'msorry. M crophone?

FEMALE SPEAKER: Well, isn't the Level 3 and
Level 2 based on what the agency negotiates on their
own behalf? | nmean not all agencies have negoti at ed
up to the Level 3 with the credit card? Has that
happened yet? O are they all nowwth the smart --

the new credit card?
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MR. SHEA: | can't speak to what an agency
m ght put in a specific BPA or a contract.

FEMALE SPEAKER: No, no, | nean when they
negotiate with the smart card with the credit card?

MR, SHEA: kay, | can tell you that. The
way the GSA Smartpay 2 contract is witten, our
i ssui ng banks, JP Mrgan, US Bank, and Cti, are to
pass Level 3 data when they receive it. Ckay, so it
really depends on the nerchant, if you're Level 3
capabl e and you're putting that data through your
processor. Now if your processor's not passing Level
3 that's another issue. But if you're getting Level 3
into the networks, into Visa and MasterCard, it should
cone through to us.

And the governnment's preference is for Level
3 data, for obvious reasons, because we want to
under st and what people are buying, okay -- there's a
| ot of data we can get out of that, and one of the
really powerful things about the charge card data --
and of course | have a bhias because |'mthe charge
card program manager, right, and | adnit that -- but
there's a nunber of tools our there to assess that
data, to try and understand it, digest it, and do
sonething with it, that exists.

Whereas if sonething was created outside of
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that, you nade an interesting point about errors or

m srepresentati ons by vendors, but there's analytics

t hat have devel oped over the years on charge card data
that could readily be used to help with this kind of
thing. But if you provide Level 3, the way our
contracts are structured, you know, and the brands or
the networks, Visa and MasterCard, receive it, provide
it to our banks, then they're to pass it to us is the
way. And Level 2 really isn't of interest to us in
nost cases because that's tax data and we're supposed
to be tax exenpt, right? So do we have another? Just
really quick, | want to give the nicrophone back to
Jack here, otherwise he's going to hit me with it.

MR AKI NKUOTU: | think Level 3 also have to
big a cost, because there's about half a point
dependi ng on who is processing your credit card. So
those informati on are CXM. out, depend on what -- the
information is always there -- it depend on what you
want to do with it, so if you use Level 3 processing
they will give it to you and you can dunp it back to
the governnment if they want it, or use it for your own
accounting system

MR, SHEA: Sone Level 3 processors will give
you a break -- excuse ne, sone card processors wll

give you a break on Level 3 data, and | think if you
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| ook on Visa's web site you'll see they give a break
for Level 3, and that's not an endorsenent.

FEMALE SPEAKER: | just want to nmake a
comment pl ease

MR, SHEA: Sure. |If you will hold on just a
second, | just want to do sone reflective |listening.
So | thought what |'ve heard through the day is,
online ordering is the nost efficient for all of you
in terns of cost, lowering cost, accuracy, is that
correct?

VA CES: Correct.

MR. SHEA: And paynment by charge card, |
t hought | heard one exception, is a desired nethod of
payrment. |Is that the easiest nmethod of paynent for
you all?

VA CES:  Yes.

FEMALE SPEAKER: And then you keep the
noney.

MR, SHEA: kay, so cash flow. And |'m
hearing from sone small businesses here, right?

MALE SPEAKER: It's been paid for

MR, SHEA: kay. And the other side of that
val ue proposition | just want to point out to you
because | don't know that you know it, but the |atest

statistics we have are for governnent fiscal year
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2008, you know, you tal k about that 3 percent, sone of
t hat cones back to your governnent custoner, do you
realize that, in the formof rebates. The governnent
got $187 nmillion in rebates in fiscal year 'O08.

FEMALE SPEAKER: Those are savings.

MR. SHEA: So, well no, |'mjust saying,
when we tal k about best value, folks, it's not the
purchase price, that's not best value. It's, could
you get it when you needed it, was it the itemthat
you needed, you know, how did the refunds and, you
know, how did the paynent work, and all these other
aspects play intoit. It's not necessarily totally
bottom-- well it's not, it's not just bottomline
price. You had a comrent?

FEMALE SPEAKER: | would just like to share
that the contract | essors for generation of nmod in
FSSI for office supplies stated that custoners woul d
use GSA Advantage or DOD EMALL. That | anguage was
later nodified. | think that we need to be very
cautious not to lock ourselves into those two
platfornms and gi ve each agency or departnent the
option of taking advantage of the vendor's independent
platformif they feel that's a nore val ue added
platformfor them

MR, SHEA: Well clearly one of the big
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issues in the roomis, you know, and we heard fromthe
two sides today, it's trying to strike the right

bal ance, or the sweet spot as sone people called it.
And there's a nunber of sweet spots | think. One is
bet ween choi ce and concentrating spend to | everage
price, all right, where's the right point there? And
that's areally difficult thing to define. But that's
what we're tal king about.

And you're tal king about flexibility, | nean
given all the different things the governnent buys for
all the different nissions it's performng in al
these different places around the world, can you limt
it to two entry points or do you have to provide that
flexibility to go to other places when agency m ssion
warrants, you know, when the buyer needs to do that?
Very interesting, thank you.

FEMALE SPEAKER: Thank you.

MR. KELLY: | can see this | ady down here,
she's just, $187 nmillion back and thinking, mama's got
sone new shoes.

FEMALE SPEAKER: | would just like to
suggest that one of the issues that we hear about the
smal | business, and again it's howdifficult it is to
chase down the buying opportunities within, let's say,

GSA and schedul es. Conpani es, small busi nesses have
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the limted resources and tine, and they work for a
very long tinme, spend a lot of noney to finally get a
GSA award, to get a nultiple award schedule. Then
they try to chase down the agencies and who has the
card, you know, who hol ds the cards.

And then the individual BPAs are com ng out
fromall of, you know, all these new vehicles, and
then they have to switch, you know, nove their linited
resources to responding to the new vehicles where they
think they're going to get nore work, and then that
vehi cl e doesn't deliver that anpunt of work, and so
now they're taking their resources and novi ng over to
t he next EED or the FSSI

And | think it's very difficult at the sane
time they're coming to the governnment and sayi ng, wel
who bel ow the 3,000, where are all these credit card
hol ders and how do | find then? Then chasi ng down
credit card holders, they're comng to GSA and sayi ng,
can you help me narket ny conpany? How do I find
peopl e who are | ooking for ny product?

And | think the nore we try to, you know,

i nvent new i deas to save noney and economni es of scal e,
each tine the small business community is trying to be
pl ayers in each of our vehicles, we're |osing nore and

nore of them because they're having such a difficult
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time running to keep up with all of our new ideas and
trying to figure out where they can best utilize their
time and noney to try to really figure out where their
best option is to do business with the governnment and
deliver their products.

MR KELLY: | think it's clear that we
haven't figured a |ot of these things out too, that's
why it's inportant to have dial ogues like this so you
can help us. One of the things that -- | think | fee
the hook conming -- but one of the things |I've noticed
is that different agencies, and even different parts
of agenci es, have different buying objectives. Sone
agenci es absolutely want to use a part or even naybe a
| arge part of their office supply spend to neet their
smal | busi ness or socioecononic goals, that's what
t hey want to do.

So it seens to nme that we need to give them
the choices and the path to help themdo that. O her
peopl e, you know, they're nmeeting their small business
goal soneplace else, what they really want in office
supplies is the |owest price, so we've got to give
them a chance to get that too. But | don't think one
size fits all, | think we need to give people choices
that kind of mirror the choices they're | ooking for,

and then within those choices give themthe best
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choi ce within those choi ces.

Listen, | just want to thank you all for
showi ng up today and giving all these great ideas. |
urge you please to answer the questions that have
been, you know, there are some witten questions that
we're | ooking for feedback. Anything that you have
said today that you want to nake sure we really
understand, feel free to wite that down and send it
to us as well. Your input is critical. One of our
goals is not just to get the best deal for the
governnent, it's to be the best partner with you guys
in getting that deal. So thank you for com ng

MR, SHEA: | just want to give a little food
for thought on your conmment about reaching the
purchase card holders. | think one of the chall enges
we have is we have, every year we probably have
hundreds if not thousands of vendors who ask for card
hol der nane, address, phone nunber. And when you take
into account the fact that the nmpjority of these
people are not full time procurenent professionals,
they're scientists, firefighters, or whatever they
are, | think the last thing we want to do is have them
deluged with cold calls or whatever from conpanies
trying to sell themstuff, because quite frankly

that's going to turn themoff frombeing a card hol der
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and defeat your ultinate purpose.

I'"'mnot saying | have the answer, but |
think that's sonething we have to reflect on, is how
do we reach people and nake them aware of what's out
there. And | think that plays into the issue of, how
many different vehicles do we have and how well do we
educat e peopl e about what's out there and how t hey use
them ki nd of thing, as opposed to individua
busi nesses be they large or be they snmall, trying to
reach 270, 000 card hol ders.

Because |'Il tell you, as a card hol der,
"Il get calls frombusinesses, I'mlike, |I'msorry,
don't have the tinme to talk to you, thank you very
much. | get literature direct nailed to ne, | throw
it out because |'ve got other things to do, you know?

So we need to tal k about channels of conmunication
and stuff like that. So | hope you'll share your
t houghts on that on whatever witten comments you may
choose to provide. So thank you.

FEMALE SPEAKER: | have a question for you.

That's okay. | don't need a mic. Wen do you
anticipate this second generation FSSI coning out for
bid, and are we going to get feedback fromthis
val uabl e group and GSA on this neeting and what you

all's findings are fromthis?
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MS. POSKANZER: Well, you know, we have sone
timelines. Ckay, our tineline, we would like to issue
this by the beginning of March. |f you think you, you
know, would want to see, you know, have a
presolicitation conference, that's sonething that
woul d be considered, absolutely. |If there's nore
f eedback you want to provide us in witing, we would
gladly take this into account. Just what cane up, you
know, even here.

You know, there are so nmany things, you
know, vendors provide certain information, custoners
provide information, and it's a matter of, as Jim
said, the sweet spot bringing it all together as cane
up today. You know, sone people say, oh only do DOD
EMALL and Advant age, others, you know, what is your
t houghts about keeping it open to all, you know, al
forns of fax, you know, not electronic?

FEMALE SPEAKER. On your panel is there
smal | business representation with the FSSI panel? Do
you know t hat ?

MS. POSKANZER: Right now, | nean our pane
is really the Compdity Team it's the Federa
agencies. So we haven't had involvenent fromthe
vendor community as part of our working team

MALE SPEAKER: As this the office supply
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position teamis at 26 Federal Plaza, could you
consi der having that neeting in New York?

M5. POSKANZER: Wl |l we could consider it.
We cane here because we felt that there were nore of
you in the Washington area, so we thought it would be
benefi ci al

MALE SPEAKER: New York's a nice place
t hough.

M5. POSKANZER: W |ike New York too. But
you know, certainly that's a consideration as well, to
have it in New York.

MR AKI NKUOTU: Next tinme M nnesot a.

M5. POSKANZER: W're going to wait for the
summer for that. Did you have a conment ?

MR. LEW Yeah. Hi, folks, ny nanme is Ed
Lew, | amthe official contracting officer that wll
be releasing the RFQ solicitation for the BPA. And
|'ve heard your concerns today, and | understand your
concerns, and | also identify with your suggestions
and what you believe should be the best way to

effectively put out a successful BPA. M/ career has

been -- | nean |'ma new nenber to the MAS team here
the Commodity Team In the past | have done
procurenents. | never used a purchase card, it is ny

first experience listening to this.
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And | know with purchase cards fol ks do buy

onesi es and twosies, as M. Shea has expressed, npst

of the folks will just go out and buy what they need
i medi ately. Even though | have used e-Buy, | have
al so used GSA Advantage, | personally have felt that

GSA Advantage is not truly a conpetitive -- this is ny
experience though, | don't know about everybody here.

I'"mjust going to say, | have also, and | believe the
conpetitive process does work, as nost of you have
expr essed.

That's the perfect environnent for the
governnment to realize cost savings. | also believe
that we should enpl oy ideas and innovative sol utions
to reduce your costs that you fol ks experi ence based
on the business environnent that you're with, and
hopefully you can pass al ong those savings to us.
Having said that, | hope the RFP that | do put out
does encourage that.

So when it does cone out, | encourage you
folks to also provide ne corments of the RFP when it
does cone out and tell ne, and |I'm wel cone to
suggestions, to express what you feel works and what
does not. Because it is an open forum an open
di al ogue, and in order for the governnent to be

successful we need your hel p, okay?
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M5. POSKANZER: And that's why we're here,
and balancing it with, you know, the needs of the
custoners that you and we and our team you know, al
serve. Were there any other questions fromthe
Commodity Teanf Jeff, did you want to? Jeff Koses,
our programdirector in Washington, heads the whol e
MAS program

MR. KOSES: And let nme also thank all of you
for the active participation, for the ideas.
Soneti nes when we hear sonething we may overreact in a
direction, and for that reason | just had a couple of
quick clarifying questions to ensure that we
under st ood what you said but retain it in the
appropriate context. One of the things | heard over
and over was that there is significant cost difference
between the different ordering channels, that it's
much nore effective for you all if we are ordering
online. Does that translate that we should | ook for a
different pricing structure and we should ask you for
one price for online and for a higher price for wal k-
in, phone, fax, or other ordering systens? And |I'm
| ooking for a quick consensus of the roomof a yes no
on that type of question. Do we want one price or do
we want rmultiple prices?

MALE SPEAKER: First of all, as | say, one
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price just because you're going to add conplexity to
the transactions and to our database systens for a
type of transaction that really doesn't exist very
often. So it would be better for ny conpany just to
eat the enploynent cost that the other transactions
woul d take because the vol ume of the transactions
would slip so low for ne to naintain a separate
pricing structure would rather cost nore.

MR, JEWETT: In addition, there's people
that place orders on DOD EMALL where we have to do
addi ti onal work beforehand in order to build carts for
them and other things like that. So oftentinmes an
order even though it conmes in online there's stil
process work that's done for that order. So it's a
conpl ex busi ness.

MR KOSES: Similar vein now but the sane
basi ¢ thought, do we want to break apart the price if
there's different paynent nethods or are there areas
where we would want to break apart the price and have
sonething as a separate line iten? | heard
transportation fairly clearly. |Is there anything el se
where we would want a separate line item based on
di fferences in ordering practices?

MALE SPEAKER: Credit card purchases |'|

round it up and say we pay 3 percent for credit card
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purchases. | |ove EFTs, they work, | don't pay
anything for those when the governnent pays ne, and
that's the issue. | have $6,000 froma particul ar
agency that's probably five years old and |'mstil
fighting that. So ny payroll cost is a |ot higher on
the EFT, so |'mhappy to pay the 3 percent, it saves
nme payroll positions, | don't have to chase that down.

MR, KOSES: Ckay, | think I'mhearing the
roomtell ne that we want one price regardl ess of the
ordering channel and regardl ess of the payment
nmechanism is that correct? |Is there disagreenent?

FEMALE SPEAKER: Yes. Now I'mnot going to
speak for the big guys, but | understand that really
they're one of the fewleft in the retail environnent
or point of sale kind of environnent, so naybe a
different price for them However for sonebody that
does offer a -- and retail environment could be
witten in the RFP that if they offer that service as
part of a response to the RFP then they could be able
to bid on that. But if you don't offer it thenit's
ki nd of a nopot thing.

MR. KOSES: Ckay, then just a couple of
ot her comments and sone highlights fromthe day, sone
things that | thought were particularly inportant.

There was a question about whether or not SBA is
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i nvol ved or how we're considering snall business. |
can tell you that we're having active conversations
with SBA that fromthe beginning of this acquisition
we have repeatedly asked oursel ves, how do we ensure
that we have created opportunity through this vehicle
for small business?

There have been probably nore conversations
about that than just about any other aspect. So while
we don't have an SBA nenber on the Commobdity Council,
we have had many conversations with SBA and about the
role of small business, and you're going to see that
what ever we end up with, snmall business is sonething
that we consider essential. Sonmewhat off topic for
the i nmedi ate day but a clear source of concern from
many of you was how we're dealing with Trade
Agreenents Act, that there seens to be a perception
t hat we have sone chronic violators of TAA

And that's sonething that we do have to have
sone further conversations with, it's not today's
topic, but it is sonething that | know Judy and Susan
do pay a lot of attention to and we will have further
di al ogue so see are there additional steps we should
be taking. And so with that et ne turn it back to

Judy and say thanks to all of you.
(Appl ause.)
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MS. POSKANZER: All right -- oh, Dan?

MALE SPEAKER: Judy and Jeff, | just wanted
to add that with these di scussi ons about TAA, | woul d
also like for there to be a priority on discussions of
Ability One ETS. Al the comments that were nmde
about TAA, you could substitute Ability One ETS in the
same argunents.

MS. POSKANZER: And that we do, you know, we
do put that sane enphasis on, and again it can be as
chal | engi ng as you know, but we do, you know, address
that or we do try to address that. Dave?

MR, SHEA: Sorry, | just wanted one nore
guestion, and it follows up on Jeff's question. |If
you do offer one price regardl ess of the nethod of
ordering, okay, in the terns that there were a nunber
of questions and there are witten questions about
poi nt of sale discounts, one of the concerns,
particularly on the H I, about the purchase card
programis that we in the governnent die the death of
a thousand cuts, and by that | nean we get quick buys
for what we need for relatively inexpensive itens but
the individual prices for those things nmay be getting
so hi gh.

And so if you have a good price online, if

soneone's goi ng to Advantage and, you know, they're
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goi ng through governnent ordering portal, right, and
| et's suppose you have a brick and nortar store and
they walk in there to buy that sane item sane
guantity, okay? Are your systens either today or are
t hey capabl e of recognizing that card as a gover nnent
card, because they have uni que VIN nunbers, okay,
uni que VINs, and giving that sane price to that person
regardl ess of the order process, can you do that
t oday?

FEMALE SPEAKER: Smal | business can. |f you
walk into a retail environnent, it's usually a locally
kind of retail environnent, they can offer the sane.

MR SHEA: Because a scientist or a clerical
or a firefighter is not going to recite BPA nunbers at
you.

FEMALE SPEAKER: No, but they can
acknowl edge the credit card and maybe they, you know,
mat ch the nunber with the agency that has decided to
use it.

MR, SHEA: So this is possible is what |'m
heari ng?

MALE SPEAKER: Yeah, it's already done.

FEMALE SPEAKER:  Yes.

MR, SHEA: How nany are already doing it,

just regardless of the ordering vehicle you're giving
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that exact sane price to everybody, government
enpl oyees | should say, governnent card hol ders? Sone
of you are already doing it, but for those who aren't,
you could do it is what |I'mhearing, right?

MALE SPEAKER:  Check

MR. SHEA: kay, thank you.

FEMALE SPEAKER. | know there are separate
web sites for some of the BPAs that GSA has
established. Wy couldn't FSSI go to
www. f ssi . GSA. gov?

M5. POSKANZER: Well, there is a FSSI isle
on --

FEMALE SPEAKER. But they switch back and
forth fromthat corner to the main --

MS. POSKANZER: Yes, it is a separate --
right nowit is a separate isle that you have to be
regi stered, not just do a search, to go into the FSSI

You know, and then of course different agencies then
have their own BPAs, there's Air Force Advantage and
there's VA Advantage and there's a variety of
different things. But what you're asking is why are
they separate, and is that the point?

FEMALE SPEAKER: Ri ght.

MS. POSKANZER: Ckay. And we are talKking

about -- a lot of these issues that have cone up with
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Advant age we have been in discussion with the Cl's

of fice who runs Advantage and addressing these certain

things that, you know, if anybody cones in and buys

that itemthat is also on a BPA that they should get

the BPA price, so these are discussions we're having.
Davi d agai n?

MR. SHEA: You were asking why they're
separate or why they're different?

FEMALE SPEAKER: Yeah

MR, SHEA: Wy they do things different?
Ckay, the reason -- | think schedul es are sonme of the
nost m sunderstood things in the world, probably not
by people in this roombut by a |ot of other people.
Because -- you tal ked about commitnent in this neeting
-- and it's a lot easier to price if you know how nmuch
the custoner has to spend, right? The challenge that
GSA has to bal ance when it does schedules is there's
generally no firmconmitnents fromany custoners to
buy things, right? Judy, am| telling stories?

MS. POSKANZER:  No.

MR. SHEA: So, you know, we put these
agreenents in place, and you know what, and sone
people in here said anybody can beat GSA's schedul e
price, yeah usually you can, and if you're a

know edgeabl e buyer you understand what the schedul e
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represents. |f you have a firmrequirenent, you know,
and even GSA tells this in the instructions of howto
use the schedules, if you have a firmrequirenent of a
guantity, a decent quantity, okay, contact the vendor
directly. GSA policy actually says, call the vendor
fax them you know, whatever it is. Use e-Buy --

M5, POSKANZER: e- Buy, yes.

MR. SHEA: | was headi ng there, Judy.

MS. POSKANZER: Yeah, thank you.

MR. SHEA: So, you know, those tools are
there today, you know, | think part of the issue is
are they being used well enough, are they understood
wel | enough, do they fit an environnment where for
exanpl e you' ve got 276,000 card hol ders who are not
procurenent professionals by and | arge, you know, does
t hat process operate? But what happens is that agency
has a sense of what they're going to spend, and they
think they can cause the nmerchants or the vendors to
sharpen their pencils to give theml|ower prices, and
that's why they end up with doing their own BPAs.

In sone cases, to be honest with you, it may
be turf issues, it may just be control or ownership
i ssues or reporting or data issues that they m ght get
that they might not get el sewhere. But, you know, GSA

is committed to servicing these agencies, and | think
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we're hearing another thing, is that you' d like fewer
of these vehicles that (a) you had to spend precious
B&B costs to get into, and then you have all this
diversity in terns of ordering where FSSI as it's just
made kind of gets lost in the mx, right?

FEMALE SPEAKER: Wiy do you think that, that
it gets lost?

MR, SHEA: How did FSSI get lost? | think
that's a tough question, but | guess | would respond
with a question, | would say, do we think
coll ectively, industry and governnent, that we
i nformed our custoners about it and was there enough
information out there? | will tell you as a purchase
card hol der nyself, when | had to buy things for ny
office | would go onto Advantage, | would |l ook for the
items, | would check the prices, and | would al so | ook
for the lowest price on Advantage, and then | would
order it.

And | would be doing like $200 or $300 worth
of office supplies, nothing exciting, pens, paper, you
know, stuff like that. | wouldn't necessarily | ook
for something that was FSSI, | would just |ook for
what was the best price, because | sel dom had probl ens
with any of the nmerchants on GSA Advant age, they were

all reputable, they all delivered, and if | had a
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problemthey all wanted to hel p.

MS. POSKANZER: No, and we recogni ze that
there were challenges in marketing that first vehicle,
that conmitnments we had nade to the vendors was not
carried out as well as it needed to be, and that's
certainly a big aspect as we go forth with this one,
and we want to be able to narket a good product.

MALE SPEAKER: Al so wanted to just chine in
on what he was saying is that, you know, when purchase
hol ders go out and buy sonething they're | ooking for
best val ue, you know, and that's what they're al ways
encouraged to do. And you know, |owest price is not
al ways it, you know, because we know t hat they can get
a cheaper price anywhere, even on GSA Advant age. But
you know, the astute buyers will cone to us and say,
| ook, you know, you guys got a little higher, we like
doi ng business with you, can you drop your price a
little bit so that we can do it, you know?

So, well, we want to try to conpete, we drop
our price alittle bit so that we can, you know, do
business with them it still benefits GSA, and we
still report the sale, you know, and that deal was
made, so the best thing for the custoner is stil
val ue, you know? Note the custoner cane to us and

said we want to buy it fromyou because we |ike the
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way you do business, but we need you to drop your
price alittle bit, and then that nakes tine for
anot her day.

M5. POSKANZER:  Sur e.

MR LAU. H, I'mJeff Lau of GSA, and
just wanted to nmake some of ny observations fromthe
day. You know, there's a |ot of opportunities to
save, including, you know, maybe | ooking at what the
m ni nrum order is, maybe a large mni nrumorder wll
hel p the vendors. Also trying to get the governnent
buyers to consolidate their purchases, just tied to
the mninmumorder. Looking into shipping and freight
alternatives, should we lunp it up together, should we
have a separate ordering through el ectronic neans as
well as using credit card as the main ways of paynent.

And al so sonme needs that we need to address
post-award. As Judy just mentioned, marketing. W
definitely do need to narket these vehicles to
agenci es and al so, you know, although not necessarily
make it nandatory, obtaining sone kind of inventory of
participating agencies. And | think we've got a |ot
out of this neeting, there's going to be a | ot of
di scussion points that we're going to bring up with
our Commodity Team and hopefully this next generation

of FSSI, you know, we can inplenent all those concerns

Heritage Reporting Corporation
(202) 628-4888



© o0 N oo o b~ w N PP

N NN N NN PR PR R R R R R R R R
o0 A W N BP O © 0O ~N ©o© O M W N R O

192

and make it better.

MS. POSKANZER: All right, do we have any
| ast questions, any l|last issues, comments? Al right
then, | guess we're done for the day. | very mnuch
want to thank you for your tine and your opinions, and
like | said if you have nore insight or nore
commentary please feel free, there's the FSSI enai
address that was in the invitation, you can email it
to me or Hassan. You know, nmaybe we'll cone back out
to you with sone questions, you know, and hopefully I
presunme you'll be open to, you know, hearing from us
again. So | expect that we will be in discussion sone
way or another with you as an entity over the course
of tine here as we go forth. Thank you very nuch

Al :  Thank you.

(Whereupon, at 3:35 p.m, the hearing in the
above-entitled matter was concl uded.)
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