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Procureent Contracts (058) 
organization Concerned: General Services ldainistration.
Congressional ele ance: Rep. J. enaet, Robinson.

Tho multiple-award Pedaral Supply Schedul sys.a is
the ethod by hich the General Services Administration (SA)
awards coatracts to more than one supplier fr comparable
supplies or servirs. hese suppliers are awarded contracts
annually and are listed on schedules which art distribute to
agencies for use in erder.ng directly from the contractors. O31
selects contractors from the schedules on the basis of discoants
froa established commercial pricelists. Pindings,/onclusions.q
FedeLal Property anagemant egulaticns require that agencies
not slicit bids, proposals, and quotations to test the arket
solely for the purpose of seeking alternative sources to ederal
Supply Schedul;s. Contractors are required to notity GSA when
price changes are ade under schedule contracts. IA examination
of 9 office equipent contractor files indicated that, of 23
price reduction notifications, 18 ad been mede in the required
1C ays r less. There are two types of Federal supply
Schedules, both of which ars competitive to sose degree.
Multiple-lard schedule contracts are designed tc use industry
distribution facilities and provide users with a selection of
productz from comparable suppiers. ingle-award schedules cover
contracts sade with oe supplier t a stated price for delivery
to a geographical area and ae either fvrmall advertised of
noncometitxvely negotiated. listorical records ca procurements
are maintained differently at varous agencies, (RRS)
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ThA Honorable J. Kenneth Robinson
House of Representatives

Dear Mr. Robinson:

In your letters of March 14, 1977, and May 6, 1977, you
wanted to know

-- how the multiple-award Federzl Supply Schedule system
operates and how effective that system is from the
standpoint of small busines:s,

-- how price changes should be handled under the Federal
Supply _chedule system and whether publication of
such changes should be made before becoming effective,
and

-- if te procurement history of an item could be main-
tained in agenciesa as a convenience to prospective
suppliers.

OPERATION OF THE MULTIPLE-
AWARD SCHEDULE SYSTEM

The multiple-award Federal Supply Schedule system is a
method by which the GeLneral Services Administration awards
contracts to more than one supplier for comparable supplies
or services. The suppliers are awarded contracts annually and
are listed on schedules. These schedules are distributed c:o
agencies for use in ordering directly from contractors.

The General Services Administration selects contractors
for the schedules on the basis of discounts from established
commercial pricelists. Particular attention is devoted to
ensure that discounts offered to the Government are equal to,
or exceed, discounts and terms extended to each contractor's
most favored customer. The ultimate goal is to negotiate
discounts commensurate with the Government's large volume of
purchases.
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NOTIFICATION AND PUBLICATION
OF PRICE CHANGES

You requested that we comment on the following:

"It would appear that procurement of items forwhich a supplier has filed a pice change should
not be contracted for until the General ServicesAdministration has been notified of the price
change and made public an amendment to the
appropriate Federal schedule."

To be equitable, Federal Property Management Regula-tions require that agencies are not to solic bids, pro-posals, and quotations or otherwise test the market solelyfor the purpose of seeking alternative sources to FederalSupply Schedules. Also, agencies are not to request formalor informal quotations from Federal Supply Schedule concrac-
tors for comparing contract prices.

Contractors should notify the General Services Admin-
istration when price changes are made under schedule con-tracts. Each multiple-award schedule contract contains
a clause entitled "price reductions." This clause statesthat any price reduction shall be effective under the Gov-ernment contract at he same time as the price reductionis effective for any other customer.

Contractors are allowed 10 days in which to report allprice reductions to the General Services Administration's
Federal Supply Service. According to one GSA official, tis10-day ule was instituted to allow :ontractors enough timefor mailing and other associated administrative tasks.

During the current contract period, we examined nineoffice equipment contractor files at the General ServicesAdministration, which had the most amendments regarding pricereductions. We found that of 23 price reduction notifica-tions, 18 had been made in 10 days or less, Of the remainingfive notifications, four were made in less than 15 days andone notification was made in 47 days. We believe, on the basisof this sample, that the 10-day period is a reasonable periodfor contractors to report price changes to the General Services
Administration.

Since special price reductions cannot be made for individ-ual Government customers, revisions have recently been made
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to the General Services Administration's regulations. Theserevisions provide that "Gol'ernment-only" temporary price r-:ductions must have a duration of at least 30 days, exceptduring the last month of the contract period when any such
offer must be for the remainder of the contract period.

You made the following suggestions and comments inreference to publication of such changes.

"That in fairness to all suppliers participatingin the contract price schedule system, any pro-
posed price reduction by a supplier should notbe made effective until a time after notificationto the Federal Supply Service sufficient to per-
mit publication of the - proposed price change,
and to permit other suppliers of the same item
to meet or beat the proposed new price. ec-
ridly, in such circuatances, the Federal Supply
Service might direct that the procurement item
be published for competitive bidding with a
view to establishing a new contract price."

Presently, price reductions are effective immediatelywhen the supplier announces the reductions. The supplier,
as reviously stated, is required to advise the GeneralServices Administration in writing of the reduction within
10 dayd of the effective date. This method appears reason-
able because the items on the mltiple-award schedules arecommon commercial items, whose prices are generally dictatedby marketplace competition. To delay applicability of theeffective date of price reductions to the Govcrnment wouldmean that Government ac'ivities would pay higher prices
than other customers for the period involved. his would
not serve the best interest of the Government.

In response to your second comment, there are twotypes of Federal Supply Schedules, which are both competi-
tive, to some degree. Multiple-award schedule contracts aredesigned to use industry distribution facilities and provideusers with a selection of products from comparable supplierswhere there are no prescribed standards or specifications.

Single-award schedules cover contracts made with onesupplier at a stated price for elivery to a geographical
area, as defined in the schedule. They may be either for-mally advertised or noncompetitively negotiated.
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The Government can frequently obtain better prices
through formal advertising, particularly when large volume
procurement is involved, good specifications have been es-
tablished, and there are adequate suppliers to permit effec-
tive competition.

In another comment you stated:

"As amendments to the contract price schedules
customarily are not printed and made enerally
available for up to 15 days after notifying
the Federal Supply Service, othe: departments
and agencies, and other suppliers who might be
inclined to match the reductions do not become
aware of the changes until after procurements
have been made at the new prices from a single
supplier who has become privy to informatio.i
as to the date of an intended pLocurement."

One General Seovices Administration official stated that
the estimate of a 15-day period for printing and making avail-
able amendments to the price schedule was fairly accurate.
He believes that the agency should emphasize a fair price
during initial negotiations in order to limit price changes
and, therefore, solve this problem.

An alternative would be to have suppliers make price
reductions effective 15 days after the General Services
Administration is notified of pending reductions. However,
the Government would then have t pay higher costs on any
procurement during the 15-day period. Thus, while the
present system has recognizable drawbacks, we believe that
it is preferable to the alternative.

LOCATION AND EXAMINATION OF TS
PROCUREMENT ISTORY OF AN ITEM

In ycur final comment you stated:

"If there is no convenient means for prospective
suppliers of an item to locate and examine rec-
ords of procurements of this item over a ra-
sonable period in the recent past, mechanisms
might be developed for the provision of such
information, as a matter b public record, at
a central place in each department and agency."
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We have found that historical records on item purchasesare maintained differently at various agencies. Some agen-
cies have many purchasing offices in many locations. Some-times particular buyers at a designated location are respon-sible for purchasing specific items. Whether or not recordson item purchases are maintained in a central location de-
pends on the orgarization of the purchasing office and theitems the agency buys.

Federal Supply Service headquarters keeps records ofFederal Sup-ly Schedule contract purchases. Each month aschedule contractor must report the dollar volume of rdersreceived from Federal agencies under each contract to theGeneral Services Administration. The contractor does not
report sies by item since a contractor may sell hundredsof different items. We believe that maintaining purchase
records by individual item would be impractical.

Several data banks in the Government compile informa-tion on the items urchased by a procurement office. TheDepartment of Defense, Office of Assistant Secretary of
Defense (Comptroller), Directorate for Information Opera-tions and Control, maintains a computer listing of all de-fense procurement actions over $10,000 which can be identi-fied by commodity or service during any one year.

The General Services Administration is also responsible
for managing a standard Government purchasing reporting systemthat compiles information from the various executive agenciesand departments. This system, however, does not identifyindividual items bought by a Government agency.

CONCLUSION

Using the multiple-award Federal Supply Schedule systemis one way the Government obtains goods and services. The
schedules provide opportunities for small and large busi-ness suppliers to sell to the Government.
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Generally, we believe the multiple-award Federal Supply
Schedule system is designed to seek a fair and reasonable price
from suppliers during annual negotiations. A number of areas,
however, could be improved, as discussed in our report en-
titled, "Federal Supply Service Not Buying Goods at Lowest
Possible Price," PSAD-77-69. We are enclosing a copy for your
information.

Sincerely yours,

Comptroller General
of the United States

Enclosure
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