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PREFACE 

The Program Evaluation Division was established in the Legislative 
Fiscal Bureau on July 1, 1979, pursuant to legislation adopted during 
the 1979 Session of the 68th General Assembly. It was established for 
the purpose of conducting studies of state agency operations and 
making recommendations to the Iowa Legislature for improvement. 

In August, 1979, the Legislative Council directed the Legislative 
Fiscal Bureau to conduct a preliminary review of the Purchasing Divi
sion of the Iowa Department of General Services. The preliminary 
review noted significant weaknesses in the operations of this agency 
when compared to guidelines developed by the United States General 
Accounting Office. In October, the Legislative Council directed the 
Program Evaluation Division to analyze the recommendations of the 
report of the Governor 1 s Economy Committee 1 79 when released in December. 

The analysis is intended to determine the extent to which imple
mentation of the recommendations of the Governor 1 s Economy Committee 
(GEC '79) will improve the operations of the Purchasing Division to 
the standard prescribed in the U.S. G.A.O. guidelines. These guide
lines have been endorsed by the National Institute of Governmental 
Purchasing. The report was also intended to recommend legislative 
action with respect to these recommendations and the operations of the 

~ Purchasing Division. 

Designed to be brief, the study took the form of a limited eval
uation. The study focused primarily on statutory provisions and 
departmental rules. The Program Evaluation Team relied heavily on 
interviews, previously prepared documentation, and the working papers 
of the GEC '79. The scope of the evaluation is, therefore, limited to 
a review of policies and procedures; it does not attempt to fully 
document the impact of these procedures. 

The fieldwork for the study and the writing of the report were 
completed during January and February, 1980. A summary of the Program 
Evaluation Team 1 s findings and recommendations can be found on the 
buff-colored pages of the report. 

Executive review and comment was requested from both the Purchasing 
Division and the representative of the Governor 1 s Economy Committee 
'79. The response of the Department of General Services is included in 
Appendix C. 
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INTRODUCTION 

This section reviews the structure of major state agencies 
responsible for purchasing activities of the state. The primary focus 
is -on the Purchasing Division of the Department of General Services; 
other major purchasing agencies are briefly discussed and the potential 
impact of the Governor's Economy Committee, 1979 recommendations is 
overviewed. 

Purchasing Division, Department of General Services 

Procurement of commodities and services for most state agencies 
is the responsibility of the Purchasing Division of the Iowa Depart
ment of General Services (DGS). The Board of Regents institutions, 
Department of Transportation, and the Commission for the Blind are 
exempt by law (Chapter 18.3(1), 1979 Code of Iowa). The DGS operating 
manual states that the central purchasing function is: 

"established in Iowa to insure uniform, fair and open 
treatment of vendors during the procurement process; to limit 
the authority to bind in a contract ( the power of "agency "); 
to eliminate the need for separate purchasing staffs; to pro
vide the benefits of professional purchasing to small agencies 
that cannot afford separate staffs; and to standardize and 
consolidate high volume requirements in order to seek the most 
economical goods and services. By using efficient and effective 
procurement practices, the Division of Purchasing seeks 
to lower the overall cost of government operations. The 
division responds to all agency requirements in the minimum 
possible time, while maintaining the prerogative of 
questioning the cost effectiveness of unusual agency re
quirements." (Emphasis added.) 

The Purchasing Division has 19.5 full-time equivalent positions 
organized into four operating sections (see Table 1. - Organizational 
Chart). 

I ( 7 FTE) Purchasing Section - This section has responsi
bilities for reviewing requisitions, developing 
specifications, administering competitive bidding, 
expediting del i veries, and resolving conflicts 
between vendors and state users. The section is 
organized into three 2-person teams responsible 
for specific commodity groups. 
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, (4.5 FTE) Clerical Pool - This section provides clerical 
support to the Purchasing Section . 

• 
, (3 FTE) Accounting Section - This section matches purchase 

orders and invoices, verifies changes, processes 
claims, and distributes warrants for payment to 
vendors. 

, (3 FTE) Central Supply - This section orders, receives, 
accounts for, and distributes expendable supplies 
for the state agencies in the Des Moines metropolitan 
area. ( One vacancy currently exists.) 

The rema1n1ng two positions in the Division are the Chief Purchasing 
Agent and Secretary. 

The Purchasing Division is authorized by the Legislature to 
expend $356,790 in FY 1979-80 from the revolving fund. The revolving 
fund income consists of the administrative charges for purchases 
processed through the Division. The current administrative charge is 
1.2% of the purchase amount. Table 2 compares the operating budget, 
actual expenses, and income in the revolving fund for the years FY 
1976-FY 1979. 

TABLE 2 

Purchasing Revolving Fund 

Comparison of Budget, Expense, and Income 

FY 1976 FY 1977 FY 1978 

Operating Budget* $275,284 $311 ,462 $337,791 
Actual Expense $271,071 $294,066 $306,974 
Revolving Fund 

Income $322,604 $339,988 $414,703 
Unexpended Revolving 

Fund Income $ 51,533 $ 45,922 $107,729 
*Appropriated by General Assembly. 

FY 1979 

$360,751 
$360,442 

$478,300 

$1 17,858 

Information on the purchasing volume and central supply activity 
within the Purchasing Division for the same fiscal years is contained 
in Table 3. 

Purchase Orders* 
$ Volume 
Supply and 

Postage Orders 
$ Volume 

TABLE 3 

Volume of Activity 

FY 1976 FY 1977 
50, 149 51,563 

19,701,528 21,000,000 

8,400 9,350 
1,647,222 1,825 ,000 

FY 1978 FY 1979 
36,489 38,133 

29,163,863 31,914,163 

10,014 9,820 
1,697,157 1,748,537 

*NOTE: Because of changes in the required minimum amount of purchase 
orders, this has declined sharply in FY 78 and FY 79. 

3 



Purchasing Functions of Exempt Agencies 

The Department of Transportation (D.0.T.) and the Board of Regents 
(BoR) are the other primary purchasing authoriti~s in the s tate due to 
their exemption by state law. The Commi ssion for th e Blind, while 
exempt, purchases most expendable office items, all vehicles , and all 
printing through centralized operations in DGS. The Commis s ion does 
not purchase equipment through central purchasing, but buys directly 
from vendors at prices set by state contract . The administrative 
charge i s not applied to these direct purchases . 

. The D.0.T. procurement function is the respon s ibility of the 
Office of Supplies and Equipment Management. Thi s Office is assigned 
126 permanent full-time positions and 38 part-time/ intermittent posi
tions. Table 4 is the Organizational Chart provided by the D.O.T . The 
Office is comprised of the following sections: 

• Purchasing 
• Equipment Services 
• Standards and Specifications 
• Clerical Pool 
1 Sign Shop 
• Inventory Management 
• Admin i stration 

In FY 1979, D.O.T. processed 15,238 purchase orders with a total 
dollar volume of t 20,815,000. 

The BoR purchasing functions are carried on separately by each 
institution and are genera ll y coordinated by the Des Moines office. 
Table 5 illustrates the number and dollar volume of purchase orders 
reported by all of the institutions. This includes purchases by Iowa 
State University, University of Iowa, University of Northern Iowa, Iowa 
School for the Deaf, and the Iowa Braille and Sight Saving School. 

Year 

FY 1979 
FY 1978 
FY 19 77 
FY 1976 
FY 1975 

TABLE 5 

Volume of Purchases - Re gent s 

Do llar Vo l ume 

$137 ,065 ,040 
$127,474,692 
~11 6 , 579 ,487 
$107,608,105 
$ 99 ,900,891 

Pu r chase Orde r s 

190,t,15 
184, 7G3 
175,0 26 
l t3 ,489 
168 ,481 

As noted ea rli er , the de l egation of purchas i ng authority is deter
mi ned primari ly by state law. /~s the infon1ation presented here i ndicates, 
considerable purchasing activity i s undertaken by the exempt agencies. 
To examine the possible duplication of act ivity related to certa in com-
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TABLE 4 

Oroanizational Chart - DOT 

OFF I CE OF SUPPL I ES ANO EQUIPMENT 
. MANAGEMENT 
COST CENTERS 1310, 7510 , 7530, 7650 
NOVEMBER , 1978 

PERMANENT FULL TI ME POSI TIONS • • • .• • • . • •• • • . 126 
BUDGET HIRING LEVEL. • •• ••• ••• • •••. . • ••.• ••• 123 
PERMANENT PART TIME/ INTERMITTENT POSIT IONS • • 3B 



modities, the Program Evaluation Team requested that t he Pu r chasing 
Division provide information on the purchasing activity of each agency. 
This information is presented in Table 6. The i~formation illustrates 
extensive duplication in activities related to the purchase of most of 
the product classifications listed . This duplication of activity ap
pears to result from the exemptions provided in state law. 

The Governor's Economy Committee, 1979 

Governor Robert D. Ray formed the Governor ' s Economy Committee in 
1979 to review the organization of state government and suggest 
improvements. The committee consisted of private-sector executives 
and management specialists whose services were donated by more than 
200 organizations throughout the state . 

The report contains 386 recommendations to " ... provide substantial 
financial benefits and service improvements ... ". 

Of these recommendations, 38 were identified as related to improve
ment of the state procurement function. A digest of these recommenda
tions is included in Appendix A. Ten major recommendations were 
identified for the purpose of review in this report. These were 
selected because of their importance. 

The 10 major recommendations are equally divided between those 
that require Legislative action and those that require Executive 
action. The GEC '79 Report estimates that implementation of these 10 
recommenda t ions will produce annual state savings of $2,106,000 and 
annual local savings of $1,509,000. A one-time cost of $66,000 and 
one-time income of $240,000 is ant ic ipated. 

Format and Methodology of the Evaluation 

The Prog ram Evaluation Team conducted the pr imary portion of the 
research for this report during January and February of 1980. The 
general tasks undertaken include : 

, Comparing the ex i st ing Purchasing Di vi sion opera t i ons wi th 
guidelines developed by the U.S. Genera l Account i ng Office 
(see Ap pendix B). 

, Reviewi ng t he GEC ' 79 Report and selected working papers . 

, Fol l ow- up da ta coll ecti on and interviews, and 

, Analysis and formation of recommendati ons. 

The r eport is·organized into several chapters related to selected 
functions of the Purchasing Division. The topics were selected because 
weaknesses were noted in these functions when the Program Evaluation 

6 



TABLE 6 

Comparison of Purchasing Activity 

Product Classification DGS BoR DOT Blind Product Classification DGS BoR DOT Blind 

Audio Visual X X X Li vestock X X 
Arts and Crafts X X X Musical Instruments X X 
Appliances X X X Material Handling Equi~ment X X X 
Automoti ve Parts X X X Milk-Dairy Products X X X 
Boo ks, Periodicals X X X X Motorized Vehicles X X X 
Barber- Beauty Supplies X Metal-Raw Materials X X 
Bui lding Materials X X X Novelties, Ad vertising X 
Bakery Products X X X Office Equipment X X X 
Chemicals X X X Office Supplies X X X 

-...J Clothing-Uni forms X X X Photo Supplies & Equipment X X X 
Coal X X Printing Supplies & Equipment X X 
Co~m.-Electronic Equipment & Supplies X X X Paper/Paper Products X X X 
Data Processing X X X Paint Supplies & Equipment X X X 
Dental, Medical, Hospital Supp. & Equip. X X Pharmaceuticals X X 
Ory Goods X X X Plumbing-Heating Supplies & Equipment X X X 
Electrical Supplies X X X Petroleum Products X X X 
Feed and Seeds X X X Reflective Sheeting X X 
Fish & Game Supplies & Equipment X Refrigeration-Air Conditioning X X X 
Furniture-Office & Institutional X X X X Safety & Security Systems X ~ X 
Florist, Garden Supplies & Equipment X X X Shelving X X X 
Floor Covering X X X Sand and Gravel X X X 
Flags X X X Sporting Goods, Recreation Equipment X X 
Groceries X X X Tools X X X X 
Housekeeping, Laundry Supplies & Equip. X X X X Tractors-Farm Equipment & Supplies X X X 
Holiday Supplies X X Textile-Drapery X X X X 
Hardware X X X Upholstery X X X 
Insurance and Bonds X X X X -X-Ray Equipment & Supplies X X 
Law Enforcement/Fire Equipment & Supp. X X X Welding Equipment & Supplies X X X 



Team conducted its preliminary rev i ew in September, 1979. The chapters 
are: 

1 Delegation of Purchasing Authority 
1 Cooperative Purchasing 
1 Planning, Scheduling, Audit and Evaluation 
1 Inspection and Testing 
1 Property Management 
1 Summary of Conclusions and Recommendations 

Each chapter contains the Program Evaluation Team's limited 
assessment of the current operations of the Purchasing Division, a re
view of the content and expected impact of selected GEC '79 Report 
recommendations, and the initial conclusions of the Program Evaluation 
Team. The final chapter contains a summary of findings and the recom
mendations of the Program Evaluation Team. 

8 



DELEGATION OF PURCHASING AUTHORITY 

Centralizing the purchasing function is an accepted organ iza tional 
arrangement in both industry and government for the purposes of uniform
ity ,' efficiency, control, and accountability. This trend is supported 
by the U.S. General Accounting Office, the National Association of 
State Purchasing Officials, and the National Institute of Governmental 
Purchasing. 

In Iowa, the authority to purchase products and services required 
for the functioning of state government is delegated by state law to 
at least four organizations. Chapter 18.3(1) of the 1979 Code of Iowa 
states: 

11 
••• all items of general use shall be purchased through 

the Department (General Services), except items used by 
the State Department of Transportation, institutions under 
the control of the Board of Regents, the Commission for 
the Blind, and any other agencies exempted by law. 11 

The Introduction outlined the general characteristics of the 
Purchasing Division and the exempt agencies and illustrated the impact 
of decentralized purchasing authority in terms of duplicate purchasing 
activity. This chapter examines this issue in greater depth and 
assesses the expected impact of selected GEC 1 79 Report recommendations. 

Program Evaluation Team Assessment 

Table 7, on the following page, presents the Program Evaluation 
Team's assessment of the current Purchasing Division operations and 
applicable policies related to the delegation of state procurement au
thority. 

Further analysis of the information presented in Table 6 related 
to duplication in purchasing activity illustrates the extent of the 
duplication. Table 8, on the next page, presents this analysis. 

The following are the product classifications in which all four 
purchasing authorities have activity: 

1 Books, periodicals 
1 Furniture, office and institutional 
1 Housekeeping, laundry supplies and equipment 
1 Too l s 
1 Textile-drapery items 

9 



TABLE 7 

Delegation of Purchasing Authority 

Program Evaluation Team Assessment 

U.S. General Accounting Office 
Guideline Questions 

Is there statutory authority for 
purchasing authority with one 
official or department? 

Does th~ authorization prohibit 
delegation of portions of the 
authority to other units in the 
government? 

If not, what delegations of 
authority are currently in 
effect? 

Program Evaluation Team 
Assessment 

NO. Chapter 18.3(1) (1979 Code) 
exempts BoR, DOT, the Blind Commis
sion, and others (exempted elsewhere 
in the Code). 

NO. Chapter 18.3(1) (1979 Code) im
plies a preference for centralized 
purchas•i ng of general use i terns. 
Chapter 18.3(8) (1979 Code) allows 
delegation if direct purchasing is 
at least as economical as central
ized purchasing and provides for 
agency appeal. 

General Services ( 450). Chapter 2, 
(IAC) delegates procurement respon
sibilities to Capitol Complex agen
cies for certain services, including 
professional consulting, rental of 
conference rooms, outgoing freight, 
office machine service contracts 
and others. 
The same chapter of the IAC delegates 
procurement responsibilities to 
those agencies outside the complex 
for the items listed above and others 
including public utilities, architec
tural fees, and others. 

TABLE 8 

Duplication of Purchasing Activity* 

The Number of Products and Services: 
Purchased by the Purchasing Division (DGS), 5 
Board of Regents institutions {BoRJ, 
Department of Transportation (DOT), and the 
Commission for the Blind (CB). 
Purchased by the DGS and any two of the 43 
other agencies. 
Purchased by the DGS and any one of the 11 
other agencies. 
Purchased by the DGS only. 3 
Purchased by two agencies, but not 2 
the DGS. 
TOTAL PRODUCTS AND SERVICES G4 

* NOTE: The information presented .here indicates only that duplicate 
activity exists in the purchasing of a number of types of products and 
services. It does not evaluate the necessity for such duplication 
based on geography, location, etc. 

10 



GEC '79 Report Recommendations 

Three recommendations of the Governor's Economy Committee '79 are 
related to the delegation of purchasing authority. These recommendations 
are presented below as published in the GEC '79 Report. 

"41. Centralize buying responsibilities for major commodities. 
Buyers in the Purchasing Division, Department of Transportation 
and Board of Regents have overlapping responsibilities with 
respect to purchases of commodities such as vehicles, fuel and 
data processing supplies. Negotiations for major purchases of 
like items should be concentrated in the agency with appropriate 
expertise - for example, the Department of Transportation might 
be logical for vehicle purchases. A master contract could then 
be used to obtain commodities on a statewide basis, eliminating 
the current duplication." 

"42. Improve admi ni strati on of consulting and service contracts. 
A number of agencies must obtain specific expertise or assistance 
through the use of contracted consulting or professional services. 
However, there is no uniform procedure to protect the state's 
interests during negotiations or to monitor vendor compliance 
with contract provisions. 
An advisory committee should be established to administer compre
hensive policies and procedures with respect to contracted serv
ices. It would consist of seven key department administrators, 
selected by the Governor. This group would also provide assist
ance to agencies in the areas of negotiating, executing and 
administering agreements. 
State agencies purchase an estimated $24-million annually in 
various types of services. Guidelines must be developed to 
ensure that agency contract activities are professionally admin
istered. Among other things, criteria should encompass items 
such as: 

t Cost/benefit justifications to identify appropriate circum
stances for contracted rather than state-provided services 
or expertise. 

t Competitive vendor selection to ensure cost-effective pro
vision of required services from a qualified supplier. 

t Sole source utilization guidelines to acquaint agencies with 
negotiating approaches that can protect the state's interests 
when only one qualified vendor exists. 

t Emergency services documentation to support actions which 
are necessary, but circumvent normal procedures. 

t Standard provisions to establish uniform requirements 
wherever appropriate to simplify contract preparation. 

t Contract execution, administration and compliance monitoring 
guidelines to permit agencies to develop viable agreements 
which deal fairly with both parties." 

11 



"313. Create a Division of Vehicle and Equipment Management. 
Major fleet operations are administered by the Department of 
Transportation, Vehicle Dispatcher Division in the Department of 
General Services and Board of Regents. No ~ingle agency is re
sponsible for establishing fleet policies or coordinating pur
chasing/maintenance activities to ensure cost-effective operations. 
A new Division of Vehicle and Equipment Management should be 
created in the Department of Transportation. It would be respon
sible for all fleet operations for autos and light trucks through
out state government including the Board of Regents. Duties 
would involve formulating policies, making purchases, assigning 
vehicles, providing maintenance and scheduling replacements for 
·all state-owned vehicles. Division personnel would also coordi
nate the development of standard specifications for heavy equipment 
such as tractors, buses, trenchers and bulldozers. The depart
ment's existing Office of Supplies and equipment would form the 
nucleus of the division. Additional staff would be reassigned 
from the Vehicle Dispatcher Division. 
One of the first activities of the new division would be to 
review the overall size of the state's fleet. An examination of 
the vehicles assigned to the Department of Transportation for its 
own use indicates a minimum of 114 vehicles could be sold. The 
annual saving in operating costs would amount to $114,000 while 
the one-time income is estimated at nearly $240,000. 
Vehicle claims adjustment would be another responsibility of the 
proposed division. A Fleet Safety Office should be established 
to develop a comprehensive safety program, investigate accidents 
involving state cars and recommend disciplinary action when 
appropriate. It would also administer a program to ensure that 
drivers of state cars complete a defensive driving course to help 
reduce the incidence of accidents. 
By assuming the liability exposure on state vehicles up to a 
maximum of $1-million per occurrence, current insurance premiums 
could be reduced for a net annual saving of approximately $290,000. 
If the state establishes a comprehensive risk management opera
tion, auto insurance responsibilities should be transferred to 
this new unit. 11 

Table 9, on the following page, assesses, based on GEC 1 79 working 
papers, these recommendations in relation to the guidelines used to 
analyze the Purchasing Division operations. 

12 
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U.S. General Accounting 
Office Guideline 
Questions 

Is there statutory 
authority for placing 
purchasing authority 
with one official or 
department? 

Does the authorization 
prohibit delegation of 
portions of the author
ity to other units in 
the government? 

If not, what delega
tions of authority are 
currently in effect? 

TABLE 9 

Expected Impact of GEC '79 Recommendations 

41. Centralize buying respon
sibilities for major 
commodities. 

NO CHANGE IN STATUTORY EXEMP
TIONS-Centralizes responsibility 
for certain commodities thereby 
eliminating duplicate activity 
in contract negotiation and 
administration. 

Would CLARIFY AND MAY REVISE 
the de-facto delegations 
arising from the statutory 
exemptions currently in state 
law. 

NO CHANGE EXPECTED. 

42. Improve administration 
of consulting and 
service contracts. 

INCREASES EXTENT OF STATU
TORY DELEGATION-Centralizes 
control over consulting and 
service contracts, but 
establishes separate 
authority. 

Would PROHIBIT FUTURE 
DELEGATION of authority for 
consulting and service 
contract procurement 
guidelines. 

Changes current delegation 
of authority for certain 
contract services. 

313. Create a Division of 
Vehicle and Equipment 
Management (in DOT). 

NO CHANGE IN STATUTORY EXEMPTIONS
Shifts and centralizes respon
sibility for procurement of a 
certain product (vehicles) there
by eliminating some duplication 
(see #41). 

Would LIMIT FUTURE DISPERSION 
of vehicle procurement 
authority. 

NO CHANGE EXPECTED. 



Conclusions 

The Program Evaluation Team concludes that extensive duplication 
in purchasing activity exists among the four major ·organizations 
responsible for state procurement. State law provides exemptions from 
centralized purchasing to DOT, BoR, and the Blind Commission, as well 
as other state agencies. While state law clearly provides an avenue 
for cooperation among these entities, it is just as clear in its 
delegation of procurement authority to the separate organizations. 
The information presented in this chapter indicates that cooperation 
among the purchasing agencies is limited, as duplicate activity is 
evident in procurement of most commodities. 

The Program Evaluation Team concludes that delegation of respon
sibility to Capitol Complex agencies for the procurement of certain 
services is excessive. Procurement of certain services is, by Admin
istrative Code, the responsibility of individual agencies. State law 
allows this situation only when direct (decentralized) purchasing is 
at least as economical as centralized purchasing. Procurement of 
services such as professional consultation and office machine service 
contracts can be more economically obtained and effectively managed by 
a centralized authority with more resources and expertise than separate 
agencies. Delegation of these responsibilities to separate agencies is 
believed to exceed legislative intent. 

The Program Evaluation Team concludes that the recommendations of 
the Governor's Economy Committee '79 are limited in centralizing respon
sibility for state procurement. The recommendations do centralize 
purchasing responsibilities for certain commodities, but do not attempt 
to eliminate the exemptions provided in state law. This is a major 
limitation. The recommendations also create a new authority to control 
procurement of professional and service contractsby individual agencies. 
'This has the effect of further fragmenting the current legal authority 
of the Purchasing Division. Improvement can be expected to result 
from implementation of these recommendations, but the limitations 
imposed by the statutory exemptions will present major barriers to 
cooperation. 

14 



COOPERATIVE PURCHASING 

Cooperative purchasing is an extension of the concept of central
ized state purchasing. Cost reduction through large volume state 
contracts and reduced need for competitive bidding on the local level 
are generally believed to be the advantages to local government of 
strong cooperative purchasing programs. The U.S. General Accounting 
Office guidelines reflect a preference for extensive use of coopera
tive arrangements. 

The concept of cooperative purchasing refers primarily to coop
erative arrangements with local units of government and may be ex
tended to include cooperative arrangements between major state pur
chasing authorities. Discussion of the arrangement between state 
purchasing agencies is contained in the preceding chapter; this 
chapter addresses state and local cooperative purchasing. 

Program Evaluation Team Assessment 

Table 10, on the following page, presents the Program Evaluation 
Team's assessment of the current policies and procedures governing the 
Purchasing Division functions related to cooperative purchasing. 

The Program Evaluation Team requested information on the partic
ipation of local government related to use of state contracts. Data 
regarding actual utilization are generally not available as neither 
vendors nor local government users are required to report use of the 
state contract. Information on the requests received for copies of 
state contracts was provided by the Purchasing Division. Table 11, on 
page 17, illustrates the number of local governments requesting state 
contract information and the percentage that represents of the total 
of that type of government in Iowa. 

In addition to local governments listed in Table 11, the adminis
trative rules of the department provide opportunities (not require
ments) for participation in the state purchasing program to semi
autonomous substate organizations that receive state funds for opera
tions (450-2.9(18) of IAC). Table 12, on page 17, illustrates the 
participation of these 11 satellite 11 offices related to four different 
state agencies. 

15 



TABLE 10 

Cooperative Purchasing 

Program Evaluation Team Assessment 

U.S. General Accounting Office 
Guideline Questions 

Doe$ purchasing enter into 
joint or cooperative 
purchasing agreements with 
local government? 

Does purchasing allow 
local government to 
purchase from state 
contracts? 

Does purchasing have a 
program for continually 
searching for ways to 
increase potential 
savings through increased 
use of cooperative 
purchasing arrangements? 

16 

Program Evaluation Team 
Assessment 

YES . While no formal agreements 
currently exist, local governments 
have requested the state to negoti
ate certain contracts primarily for 
common local procurement require
ments (sheriff's uniforms, etc.) 
and the state has done so. 
No administrative rules exist to 
govern such arrangements. 

YES. Chapter 18.6(7)(1979 Code) 
requires provision of a list of 
available state contracts to 
political subdivisions of the state. 
The administrative rules ((450)2.19 
(18) of IAC) require provision of 
the list on request. 
The list is limited to Purchasing 
Division contracts and is not a 
master list of all state contracts. 
Table ll indicates poor local 
government participation. 

NO. No specific authority or mandate 
except as noted above is provided in 
state law. 



TABLE 11 

Local Government Requests for State Contracts 

Type of Government 
(Number) 

Cities (955) 
Counties (99) 
Schoo1 Districts (445) 
Area Comm. Colleges (15) 
Other (unknown) 

1979 

Number Requesting 
Information 

46 
46 
40 

4 
14 

TABLE 12 

"Satellite" Office Participation in Central Purchasing 

State Agency 

Aging, Commission 
on 

Crime Commission, 
Iowa 

Library Commission 

Public Instruction, 
Department of 

"Satel 1 ite" Offices 

Area Agencies 
on Aging 

Area Crime 
Commissions 

Regional Libraries 

Area Education 
Agencies 

Do They 
Participate?* 

Not 
Regularly 

No 

Not 
Regularly 

No 

*NOTE: As reported by state managers of the state agencies. 

GEC '79 Report Recommendations 

% of Total 
In State 

5% 
46% 
9% 

27% 

Comment* 

Occasional 
i terns in 
the past 

Ocasionally 
for equip
ment 

Do cooperate 
with 1 oca 1 
school boards 
in "Pooled 
Purchasing" 

Three recommendations of the Governor ' s Economy Committee, 1979, 
are re l ated to the issue of cooperative purchasing between the state 
and political subdivisions of the state. These recommendations 
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are presented below as published in the GEC '79 Report. 

"46. Develop a master list of general contracts for use by 
state and local government agencies. Genera4 contracts are 
negotiated for a number of items, but no master list is available 
to encourage their use by eligible agencies and government 
entities. A procedure should be established to produce an up
dated list on a regular basis and distribute it to appropriate 
government organizations." 

"172. Expand the pooled purchasing plan. Seven AEAs participate 
jn a pooled purchasing plan, although two do so to only a limited 
extent. Savings of from 20% to 30% are _reported on supplies and 
equipment obtained under the plan. Total expenditures amount to 
$1.8-million or about $2.6% of an annual materials and supplies 
budget of $68-million. 
The Department of Public Instruction should encourage all 15 AEAs 
to use pooled purchasing programs. Both LEAs and area colleges 
could participate. 
Information on currently available state contracts should be pro
vided to the Executive Directors of the Iowa Association of 
School Boards and the Iowa Council of Area School Boards for ap
propriate dissemination. An annual reduction of 10% in the 
expenditure level should be possible, resulting in a saving of 
$694,000 in state and $694,000 in local funds." 

"173. Negotiate a statewide contract for school bus purchases. 
By lav,1, the Department of Public Instruction is responsible for 
establishing school bus construction and safety standards. 
Specifications are provided in a manual which is used by the 
state's 445 local school districts to solicit bids for new vehicles. 
However, no attempt is made to achieve economies of scale through 
consolidated buying. 
Kentucky, North Carolina, Texas, New York and Oklahoma have 
realized substantial savings by negotiating statewide contracts 
for their bus purchases. Based on present expenditures, a 
similar undertaking in Iowa could save $883,000 in state and 
$815,000 in local funds each year, based on an estimated annual 
replacement level of about 650 buses." 

On the following 
these recommendations 
Purchasing Division. 
ed in GEC '79 working 

page, Table 13 presents the expected impact of 
on the cooperative purchasing functions of the 
This assessment is based on informa t ion contain
papers. 
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U.S. General Accounting 
Office Guideline 
Questions 

Does purchasing enter 
into joint or cooper
ative purchasing 
agreements with local 
government? 

Does purchasing allow 
local government to 
purchase from state 
contracts? 

Does purchasing have 
a program for contin
ually searching for 
ways to increase 
potential savings 
through increased 
use of cooperative 
purchasing arrange
ments? 

TABLE 13 

Expected Impact of GEC 1 79 Recommendations 

46. Develop a master list of 
general contracts for use 
by state and local govern
ment agencies. 

NO CHANGE EXPECTED-No formal 
arrangements with local 
government are contemplated. 

MAY INCREASE PARTICIPATION 
BY LOCAL GOVERNMENT-More com
prehensive listings of state 
contracts and improved dis
tribution of these lists may 
encourage participation. 

MAY INCREASE USE OF STATE 
CONTRACTS-Does not establish 
an aggressive program or 
mandates. 

172. Expand the pooled 
purchasing program. 

NO CHANGE EXPECTED-No for
mal agreements are 
required. 

MAY INCREASE PARTICIPATION 
BY AREA AND LOCAL SCHOOLS
Better distribution of 
state contract listings may 
encourage participation. 

EXPANDS CURRENT COOPERATIVE 
PROGRAM. DOES NOT INCREASE 
PURCHASING'S MANDATE. 

173. Negotiate a statewide 
contract for school 
bus purchases. 

REQUIRES USE OF STATEWIDE 
CONTRACT. 

REQUIRES PARTICIPATION. 

REQUIRES COOPERATION. DOES NOT 
INCREASE PURCHASING'S MANDATE. 



Conclusions 

The Program Evaluation Team concludes that.legislative intent 
has not been implemented through the current method for distribution 
of state contract lists to political subdivisions. Distribution to 
political subdivisions of state contract lists is based on publication 
and dissemination of the information through the various associations 
of local government and at the request of local governmental bodies. 
State law provides for distribution to political subdivisions; it does 
not contain provisions to allow for distribution on a request basis. 

· The Program Evaluation Team concludes that participation~ local 
government and satellite offices in the use of state contracts and 
procurement is poor. Procedures for distribution of contract informa
tion and information on available opportunities for local participation 
are inadequate to achieve their purpose. 

The Program Evaluation Team concludes that improved local government 
participation can be achieved by implementation of the GEC '79 recommen
dations. Increased participation by local government and substantial 
cost savings can be expected to result, if required for school bus 
purchases, or encouraged by development of a master list of general 
contracts. 

The Program Evaluation Team concludes that the GEC '79 recommended 
procedures for distribution of state contract listinas are not adequate 
to meet legislative intent. State law implies thatistribution 
should be made directly to all political subdivisions. The recommendations 
suggest state distribution to county governments and then rely on the 
counties to distribute the lists to cities within the county. 

20 



PLANNING, SCHEDULING, AUDIT AND EVALUATION 

Planning and scheduling of purchases is a key link in any pro
curement function. These activities can produce significant economies 
in future purchases of commonly required commodities through consoli
dation of purchases, changes in contract terms, analysis of specific 
alternative purchasing decisions, and market research. A major require
ment for effective development of this capacity is adequate, timely 
information. 

Information is also a major requirement for effective audit and 
evaluation. Audit and evaluation of the procurement function can, in 
turn, result in changes that promote economy and service. 

This chapter presents information on the Purchasing Division 
activities in these areas. 

Program Evaluation Team Assessment 

On the following two pages, Table 14 presents the assessment by 
the Program Evaluation Team of the operations of the Purchasing Division 
in planning and scheduling of purchases and audit and evaluation of 
the procurement program. 

GEC '79 Report Recommendations 

Two recommendations of the Governor's Economy Committee, '79 are 
designed to result in improvements in planning and scheduling of pur
chases and audit and evaluation of the state procurement program. The 
recommendations are presented below as published in the GEC '79 
Report. 

"44. Develop a comprehensive purchasing data base. The state 
does not have a comprehensive data base to provide essential 
information on its purchasing activities. The one-time cost of 
developing these records is estimated at $66,000. The proposed 
system should provide: 

1 Entries and tabulations on all bids with histories by 
commodity and bidder. 

• Tabulations of purchase orders by commodity and vendor, 
listed by buyer with due dates shown. 
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TABLE 14 

Planning, Scheduling, Audit, and Evaluation . 
Program Evaluation Team Assessment 

U.S. General Accounting Office 
Guideline Questions 

Doe~ purchasing have written 
instructions governing itself 
or using departments and 
agencies--

1. to forecast future item 
needs? 

2. to provide past usage 
data? 

Is the government's financial 
management information system 
structured to accumulate such 
data as quantities purchased, 
ordering frequencies, vendor 
performance, and unit prices 
per transaction? 

Does the purchasing department 
use market research to secure 
economic information which may 
affect purchasing? 

Are value analysis appraisals 
made annually for a stipulated 
percentage of items being 
procured? 

Does purchasing review, at 
least annually, past usage 
and requirement forecasts to 
assess the potential for 
consolidating and/-0r reducing 
purchase requirements? 
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Program Evaluation Team 
Assessment 

NO. Required in Chapter 18.6(7) to 
promulgate rules providing a method 
for state agency filing of a list 
of needed items. The law is unclear 
about whether this is to be an annual 
forecast. No administrative rules 
exist to implement this subsection. 

NO. The current system (Comptroller's) 
provides only minimal purchasing volume 
data . It lacks the capacity to gener
ate any of the information questioned. 

NO. Research is not performed regular
ly on current market conditions of 
items on long-term contract, changes 
in agency needs, or cost of transpor
tation. 

NO. There is no systematic procedure 
or process for this activity. (Value 
analysis appraisals are systematic 
assessments of specific purchases to 
determine if more economic alter
natives exist.) 

YES, TO A LIMITED DEGREE. This infor
mation is not easily available and 
analysis is performed on large volume 
commodities only. 



TABLE 14 (Continued) 

U.S. General Accounting Office 
Guideline Questions 

Does purchasing have an ongoing 
program to assess the appropri
ateness of the manner used to 
satisfy requirements? 

Does purchasing make lease 
versus purchase comparisons 
in acquiring equipment? 

Does purchasing evaluate whether 
it is more economical to make 
the item or perform the service 

, in-house versus contracting 
out? 

, Does 
1. 

2. 

purchasing--
monitor frequency and 
volume of purchases of 
the same or similar 
items to see whether a 
term contract might be 
cheaper? 
monitor different depart
ments' purchase requests 
for the same or similar 
items to see whether con
solidation may achieve 
economies? 

Is there an internal or exter
nal audit of the procurement 
system to evaluate the effec
tiveness or economy with which 
it is making purchases? 
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Program •Evaluation Team 
Assessment 

NO. No systematic program of obtain
ing feedback on agency or vendor 
satisfaction; purchasing reports 
frequent contracts on a complaint 
basis. 

YES. Purchasing is involved in these 
decisions related to data processing 
and vehicles; not in other areas. 
Budget development decisions sometimes 
preclude purchase options due to high 
initial costs. 

NO. Purchasing does not regularly 
undertake such analysis. Chapter 
216.8 (1979 Code) requires purchase 
of available items from Iowa State 
Industries (Prison Industries) with 
some exceptions. 

NO. The information required for such 
monitoring is not readily available. 

LIMITED. The Auditor of State perform
ed such an audit in 1975 addressing 
economy to some extent. No internal 
audit or evaluation is performed. 
Efforts are severely ha.mpered by a 
lack of management information. The 
GEC '79 Report evaluates the function
ing of the Purchasing Division . 



• Aging lists of invoices with appropriate detail information 
such as discounts and dollars paid to date by supplier code. 

• Commodity purchasing histories." 

"43. Establish guidelines on rent versus buy options. The 
Purchasing Division negotiates contracts for the rent or purchase 
of various types of equipment from typewriters to computers. 
However, there are no specific guidelines to establish cost/benefit 
criteria when an option exists to either rent or buy. Standard 
analysis procedures should be developed and used as a matter of 
routine by division buyers when lease/purchase decisions must be 
made." 

On the following three pages, Table 15 · presents the expected impact 
of these recommendations based on GEC '79 working papers. 
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U.S. General Accounting Office 
Guideline Questions 

Does purchasing have written 
instructions governing itself or 
using departments and agencies--
1. to forecast future item 

needs? 
2. to provide past usage data? 

Is the government's financial 
management information system 
structured to accumulate such 
data as quantities purchased, 
ordering frequencies, vendor 
performance, and unit prices 
per transaction? 

Does the purchasing department 
use market research to secure 
economic information which may 
affect purchasing? 

Are value analysis appraisals 
made annually for a stipulated 
percentage of items being 
procured? 

TABLE 15 

Expected Impact of GEC 1 79 Recommendations 

44. Develop a comprehensive 
purchasing data base. 

WILL MAKE INFORMATION ON PAST 
USAGE AVAILABLE-This will im
prove Purchasing's ability to 
project future needs. 

WILL ACCUMULATE AND REPORT THIS 
INFORMATION-The purchasing data 
base, if linked to the state's 
financial management information 
system, will significantly in
crease quantities of useful 
information. 

NO DIRECT IMPACT EXPECTED-Devel
opment of the data base may free 
purchasing agent time sufficient
ly to allow increased research. 

NO DIRECT IMPACT EXPECTED (see 
above). 

43. Establish guidelines on rent 
versus buy options. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 
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U.S. General Accounting Office 
Guideline Questions 

Does purchasing review, at least 
annually, past usage and require
ment forecasts to assess the 
potential for consolidating 
and/or reducing purchase require
ments? 

Does purchasing have an ongoing 
program to assess the appropri
ateness of the manner used to 
satisfy requirements? 

Does purchasing make lease 
versus purchase comparisons in 
acquiring equipment? 

Does purchasing evaluate whether 
it is more economical to make 
the item or perform the service 
in-house versus contracting out? 

lABLE 15 (Continued) 

44. Develop a comprehensive 
purchasing data base. 

WILL IMPROVE TECHNICAL CAPACITY
For this annual review. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

WILL IMPROVE TECHNICAL CAPACITY, 
But improved procedures may be 
required to meet legislative 
intent. 

43. Establis~ guidelines on rent 
versus buy options. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

IMPROVED DECISION-MAKING-May result 
from establishing guidelines; unless 
implemented during budget development, 
it may have no real impact. 

NO IMPACT EXPECTED. 
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U.S. General Accounting Office 
Guideline Questions 

Does purchasing--
1. monitor frequency and vol

ume of purchases of the 
same or similar items to 
see whether a term con
tract might be cheaper? 

2. monitor different depart
ments ' purchase requests 
for the same or similar 
items to see whether 
consolidation may achieve 
economies? 

Is there an internal or external 
audit of the procurement system 
to evaluate the effectiveness 
of economy with which it is 
making purchases? 

TABLE 15 (Continued) 

44. Develop a comprehensive 
purchasing data base. 

WILL IMPROVE TECHNICAL CAPACITY. 

WILL IMPROVE TECHNICAL CAPACITY 
for both internal and external 
audit or evaluation, but legis
lation may be required to 
provide for regular external 
audit of effectiveness. 

43. Establish guidelines on rent 
versus buy options. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 



Conclusions 

ca acit to lan and schedule urchasin efforts is severel ham ered 
by a ack of information. The current management information is 
limited by the state's financial management information system. Data 
not extracted regularly from this system must be developed manually 

Evaluation Team concludes that •the Purchasing Division's 

and staff time limitations prevent effective generation of this informa 
tion . 

. The Program Evaluation Team concludes that systematic market 
research efforts and value analysis appraisals are generally absent. 
Staff time limitations restrict the ability of the Purchasing Division 
to perform such research. Although it is recognized that significant 
cost savings may be realized through their use, these activities are 
unaffordable. 

The Program Evaluation Team concludes that because systematic com
parison of lease versus purchase options on equipment are not made during 
the budget development process these options are often precluded in 
future decisions. The high initial cost of purchasing equipment often 
results in budget development decisions by the state agency that limits 
the future flexibility of Purchasing Division buyers . 

The Program Evaluation Team concludes that the GEC 1 79 recommen
dation concerning purchasing data base development will significantly 
improve the technical capacity of the Purchasing Division. Improved 
information may result in improved effectiveness by increasing the 
available information and reducing the need for use of Purchasing 
Division personnel to manually generate data. 

The Program Evaluation Team concludes that the lease/purchase 
guidelines suggested by the GEC 1 79, will be of limited effectiveness 
unless used during budget development. The decision to lease or 
purchase is often made by agencies during budget development in the 
absence of guidelines . 
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INSPECTION AND TESTING 

Inspection of the delivery of commodities is a vital link between 
the vendor and the purchasing agency by providing a check on vendor 
performance. This is needed for determination of final payment for 
the purchase and for decisions regarding future use of the vendor. 
Technical or laboratory testing of product performance can yield 
information for the development of specifications and standards to 
insure the quality of the product purchased. 

Program Evaluation Team Assessment 

Table 16, on the following page, presents the assessment by the 
Program Evaluation Team of the current policies and operations of the 
Purchasing Division in the inspection of deliveries and testing of 
products. 

GEC '79 Report Recommendations 

There are no recommendations of the GEC '79 that are expected to 
affect the Purchasing Division's policies and operations related to 
inspection and testing. 

Conclusions 

The Program Evaluation Team concludes state policy regarding 
inspection of deliveries and testing of products is inadequate to 
insure management control by the Purchasing Division. State law does 
not provide specific authority and, as a result, the scope of the 
administrative rules is limited to relying on state agency initiative 
to accomplish the inspections and to perform product testing. Moni
toring of state agency performance of these duties is not performed 
and no criteria exists to govern the items which should be tested, how 
often, or by whom. 

SJATE LIBHhr\ 1 l,_ ._, .,.,, . , 
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TABLE 16 

Inspection and Testing 

Program Evaluation Team Assessm~nt 

U.S. General Accounting Office 
Guideline Questions 

Does purchasing have the author
ity to establish and oversee a 
program of inspection of deliv
eries to insure that items 
delivered meet specifications? 

Are there written instructions 
governing receipt and inspec
tion of deliveries? 

Does purchasing routinely 
monitor the inspection 
program? 

Has there been a determi
nation as to: 
l. The items to be test

ed to determine 
compliance with 
specifications? 

2. The frequency of the 
testing? 

3. Those who should do 
the testing? 
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Program Evaluation Team 
Assessment 

rw. Specific authority for this 
activity is not provided in Chapter 
18 (1979 Code). 

YES. Administrative rules ((450) -
l .6(18) of IAC) exist to govern 
deliveries, inspection, testing and 
rejection of commodities. These 
rules make the receiving agency 
responsible for such inspection and 
testing. 

NO. Monitoring is not performed to 
determine if deliveries are adequate
ly inspected or if appropriate pro
ducts are tested prior to acceptance. 

NO. General guidelines to indicate 
when technical or laboratory testing 
of purchased products is advisable 
or desirable do not exist. State 
agencies make these determinations 
and arrange the testing. 



PROPERTY MANAGEMENT 

Property management includes control over inventories of expend
able commodities (office supplies, food products, etc.) and nonexpend
able items· (typewriters, office equipment, vehicles, etc.) and the 
maintenance of appropriate control mechanisms to reduce unnecessary 
purchasing of items in stock or in surplus storage. Effective manage
ment of property and effective linkage of inventory information with 
purchasing decisions can avoid unnecessary costs resulting from 
overstocking and operational delays resulting from lack of adequate 
inventory. 

Program Evaluation Team Assessment 

Table 17, on the following page, presents the assessment by the 
Program Evaluation Team of the Purchasing Division operations related 
to the property management activities of state government. 

GEC 1 79 Report Recommendations 

Two recommendations of the Governor's Economy Committee, 1 79 are 
directed towards the improvement of property management procedures 
related to procurement by the Purchasing Division. These recommenda
tions are presented below as published in the GEC 1 79 Report. 

11 40. Create a Stores and Inventory Control Section. The 
Central Supply Section orders, stores and distributes office 
supplies for agencies in the Capitol Complex. Similar functions 
are performed by personnel in the Departments of Social Services, 
Health, Conservation and Revenue. At present, there is no 
overall control of inventory levels, distribution methods or 
other factors which contribute to annual carrying costs. A 
Stores and Inventory Control Section should be created to replace 
Central Supply and consolidate inventory activities now operating 
in other departments. Industry experience indicates that effec
tive inventory control systems can reduce associated expenses by 
at least 15%. Eliminating four current positions and decreasing 
yearly carrying costs by only 8% would produce an annual benefit 
of approximately $125,000 based on current expenditures." 

11 202. Transfer responsibility for the Woodward warehouse to 
the Department of General Services. A central warehouse is 
maintained by the Department of Social Services at the Woodward 
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Hospital-School to supply foodstuffs to various institutional 
facilities. The building is relatively new and current oper
ations use less than 50% of available space . In addition to the 
problem of underutilization, inventory control systems are weak 
and operation of the truck fleet which distributes goods is 
inefficient. 
The Department of General Services should assume responsibility 
for this warehouse. It would be able to expand the use of the 
facility to meet storage requirements for both the Department of 
Socical Services and other agencies within the state . Stronger 
inventory controls would be substituted for those now in place 
while improved coordination should correct operational ineffi
ciencies in the fleet." 

Table 18, on the following two pages, presents the expected 
impact of these two recommendations of the Governor's Economy Committee 
on the property management functions of the Purchasing Division. 
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U.S. General Accounting Office 
Guideline Questions 

Does purchasing participate in 
the inventory procedures of the 
government to insure that--
1. expendable property is 

properly controlled? 
2. nonexpendable property is 

a. identified? 
b. assigned for account

ability to specific 
units of government? 

3. periodic inventories of 
expendable and nonexpend
able property are taken? 

Does purchasing secure a copy 
of the inventory documents for 
all of state government so that 
it may identify equipment which 
may be available to reduce or 
el iminate purchase of addition
al items? 

TABLE 18 

Expected Impact of GEC '79 Recommendations 

40. Create a Stores and Inven
tory Control Section. 

WILL IMPROVE INVENTORY CONTROL 
OVER EXPENDABLE PROPERTY. 
WILL NOT IMPACT CONTROL OF NON
EXPENDABLE PROPERTY. Creation 
of this section will eliminate 
separate agency stockrooms and 
reduce associated costs as well 
as improve inventory control. 

NO IMPACT EXPECTED. 

202. Transfer responsibility for the 
Woodward warehouse to the 
Department of General Services. 

WILL IMPROVE INVENTORY CONTROL OVER 
EXPENDABLE PROPERTY. Transfer will 
increase centralized control of state 
warehouses. 

NO DIRECT IMPACT EXPECTED, BUT TRANSFER 
WOULD INCREASE SCOPE OF CONTROLLED 
INVENTORY. 
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U.S. General Accounting Office 
Guideline Questions 

Are spot checks made and records 
kept of equipment utilization? 

Is purchasing assigned the au
thority to supervise the surplus 
and scrap programs? 

Does purchasing have written 
procedures for--
1. timely identification and 

reporting of surplus and 
scrap items to purchasing? 

2. notifying other depart
ments and agencies of 
available usable surplus? 

3. disposing of unneeded or 
unusable items? 

TABLE 18 (Continued) 

40. Create a Stores and Inven
tory Control Section. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED . 

202. Transfer responsibility for the 
Woodward warehouse to the 
Departmen~ of General Services. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 

NO IMPACT EXPECTED. 



Conclusions 

The Program Evaluation Team concludes that control over Capitol 
Complex inventories of expendable property is fr~gmented. Maintenance 
of separate stockrooms by some Capitol Complex agencies is inefficient 
and results in ineffective inventory control. This may lead to un
necessary annual carrying costs, unnecessary purchasing, and excessive 
delays in agency operations. 

The Program Evaluation Team concludes that the Purchasing Divi
sion's involvement in the control of state inventories of equipment 
needs improvement. The Purchasing Division currently has no responsi
bility or authority to control state inventories of equipment or check 
on equipment utilization. Lack of control may lead to excess purchases 
of equipment. 

The Program Evaluation Team concludes that the GEC '79 recommen
dations reviewed will improve the Purchasing Division's control of 
ex§endable pro*erty inventories. Transfer of the Woodward warehouse 
an creation o a Stores and Inventory Control Section will eliminate 
the inefficiencies of separate stockrooms and increase the effective 
use of the Woodward warehouse. It will increase the scope of Purchas
ing ' s control over inventories. 

The Program Evaluation Team concludes that the GEC '79 recommen
dations reviewed will not improve control by the Purchasing Division 
over equipment inventories or utilization. Other recommendations in 
the GEC '79 Report suggest improvement of equipment inventory controls 
within individual state agencies, however, procedural linkages between 
individual agency inventories and purchasing activities will continue 
to be lacking. 
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CONCLUSIONS AND RECOMMENDATIONS 

Conclusions 

• In Iowa, primary responsibility for procurement of materials, 
equipment, services and other commodities needed by state government 
is fragmented among at least four major state organizations: 

• Department of General Services-Purchasing Division 
• Department of Transportation 
• Board of Regents 
• Commission for the Blind 

This dispersion of the purchasing function is the result of the 
statutory exemptions in Chapter 18.3(1) of the 1979 Code of Iowa. 
Unless changed, these exemptions will continue the current decentrali
zation of state procurement responsibilities. This decentralization 
results in considerable duplication in purchasing activity among at 
least two of the three major exempt agencies and the Purchasing Division. 

The Purchasing Division , due to time 
departmental rules that provide excessive 
responsibilities to individual agencies. 
ities include procurement of professional 
office machine service contracts , etc. 

and budget limitations, has 
delegations of purchasing 
These delegated responsibil
consultation contracts, 

Legislative intent to promote the availability of state contracts 
for the use of local government has not been met by the Purchasing 
Division's method for distribution of contract information. Participa
tion by local government is indicated to be poor, based on a low rate 
of requests for contract information. 

The Purchasing Division's capacity to plan and manage the procure
ment process is severely hampered by inadequate data processing support 
and limited management information. Staff time limitations are exacer
bated by manual processing of purchase orders and management information. 

Sophisticated forms of procurement planning, such as market 
research, value analysis, lease/purchase analysis, etc., are generally 
absent due to budget and time limitations compounded by the general 
inadequacy of management information. In addition, control of lease/ 
purchase decisions by state agencies is inadequate to insure consider
ation before budget commitments are made. The tendency of agency 
officials to avoid the initial high cost of purchasing often precludes 
effective use of this type of analysis. 
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State policy and procedure regarding inspection of deliveries and 
testing of products does not establish clear authority for setting 
inspection and testing guidelines. 

Control of inventories of expendable supplies in the Capitol 
Complex is fragmented among the stockrooms maintained by individual 
agencies and the Central Supply Section of the Purchasing Division. 
In addition, the Purchasing Division has no effective control over or 
information about the equipment inventories of individual agencies. 

Most of the GEC '79 recommendations reviewed in this report can 
be expected to result in improvement of these situations. Key recom
mendations, supported by the findings of the Program Evaluation Team, 
suggest: 

• Centralizing purchasing responsibilities for specific 
commodities (#41) 

• Developing a master list of state contracts (#46) 
• Negotiating a statewide school bus contract (#173) 
• Developing a purchasing data base (#44) 
• Developing lease/purchase guidelines (#43) 
• Creating a Stores and Inventory Control Section (#40) 
• Transferring the Woodward warehouse (#202) 

Recommendations 

The recommendations of the Program Evaluation Team are intended 
to support and strengthen these selected GEC '79 recommendations and 
suggest Executive and Legislative actions related to problems not 
addressed by the GEC '79 Report. The purpose of the following recom
mendations is to improve the efficiency and effectiveness of the 
Purchasing Division. 

DELEGATION OF PURCHASING AUTHORITY 

l. 

The Legislative Fiscal Bureau recommends: 

a. 

b. 

That the Department of General Services, Board of Regents, 
Department of Transportation, and Commission for the Blind 
develop a memorandum of understanding by January, 1981, that 
specifies procedures to accomplish: 

o A cooperative division of purchasing responsibili
ties among the agencies designed to limit future 
duplication 

o Production of a master list of all state contracts 
o A comprehensive annual report of purchasing activity 

by the four agencies and any other agencies exempt 
by law 

That the Iowa Legislature consider revisions to Chapter 18 
of the Code of Iowa that will codify the recommended memoran
dum of understanding or further centralize state procurement 
in a single department. 
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2. a. 

b. 

That the Department of General Services amend departmental 
rules to restrict the current delegation of purchasing 
responsibilities to individual agencies and develop a budget 
proposal to implement the proposed rule changes. 
That the Iowa Legislature fund operations necessary to cen
tralize professional consultation contract procurement and 
other services from the revolving fund. 

COOPERATIVE PURCHASING 

3. 

4. 

5. 

6. 

Th~ Legislative Fiscal Bureau recommends: 

a. 

b. 

C. 

That the Department of General Services amend departmental 
rules on distribution of state contract lists to include: 

• Distribution of current contract lists to 
every political subdivision 

• Distribution of the recommended master list 
of state contracts to every political subdivision 

That the Department of General Services amend departmental 
rules to require vendor reporting of local government use 
of state contracts. 
That the Department of General Services develop a legislative 
and budget proposal for an aggressive program of cooperative 
purchasing. 
That the Iowa Legislature consider revising Chapter 18 of 
the Code of Iowa to establish a cooperative purchasing pro
gram. 
That the Iowa Legislature consider General Fund financing 
of a cooperative purchasing program as a local government 
assistance program. 
That the Iowa Legislature revise state law to permit purchase 
of complete school bus units and require purchase of school 
buses from a state-negotiated contract. 

PLANNING, SCHEDULING, AUDIT AND EVALUATION 

7. 

8. 

The Legislative Fiscal Bureau recommends: 

a. 

b. 

a. 

b. 

That the Department of General Services adopt departmental 
rules establishing guidelines and criteria for analysis of 
lease/purchase options. 
That the State Comptroller adopt departmental rules to insure 
consideration of lease/purchase options during development 
of the 1981-83 Biennial Budget. 
That the Department of General Services immediately begin 
development of a purchasing data base and develop a budget 
proposal to continue development during the next biennium. 
That the Iowa Legislature fund development of a purchasing 
data base from the revolving fund. 
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INSPECTION AND TESTING 

9. 

The Legislative Fiscal Bureau recommends: 

a. 

b. 

That the Iowa Legislature revise Chapter 18 of the Code of Iowa 
to provide clear authority and responsibility to the Depart
ment of General Services for inspection of deliveries and 
testing of products. 
That the Department of General Services adopt departmental 
rules to implement uniform inspection and testing procedures 
and provide monitoring of agency performance. 

PROPERTY MANAGEMENT 

l O. 

l l. 

The Legislative Fiscal Bureau recommends: 

a. 

b. 

That the Governor transfer responsibility for the Hoodward 
warehouse to the Department of General Services. 
That the Department of General Services and the State 
Comptroller develop a legislative and budget proposal to 
limit agency stockrooms in the Capitol Complex and create 
a Stores and Inventory Control Section within the Purchasing 
Division. 
That the Iowa Legislature revise Chapter 18 of the Code of Iowa 
to limit agency stockrooms in the Capitol Complex and strengthen 
the stores and inventory control responsibilities of the 
Department of General Services. 
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APPENDIX A 

DIGEST OF SELECTED RECOMMENDATIONS 

Governor's Economy Committee '79 

Reviewed by Program Evaluation Team 

Recommendations 
Action 

Required 
Financial Estimated 
Impact Amount 

DEPARTMENT OF GENERAL SERVICES 

Purchasing Division 

40. Create a Stores and Inventory 
Control Section. 

Annual 
Legislative Saving 

41. Centralize Buying Responsibilities 
for Major Commodities. Legislative 

42. Improve Administration of Consult-
ing and Service Contracts. Legislative 

43. Establish Guidelines on Rent 
Versus Buy Options. Executive 

44. Develop a Comprehensive Purchasing One-Time 

$125,000 

Data Base. Executive Cost $ 66,000 

46 . Develop a Master List of General 
Contracts for Use by State and 
Local Government Agencies. 

DEPARTMENT OF PUBLIC INSTRUCTION 

172. 

173. 

Expand the Pooled Purchasing 
Plan. 

Negotiate a Statewide Contract 
for School Bus Purchases. 

DEPARTMENT OF SOCIAL SERVICES 

202. Transfer Responsibility for the 
Woodward warehouse to the Depart-

Executive 

Executive 

Legislative 

Annual 
Saving 
(Local) 

Annual 
Saving 
(Local) 

ment of General Services. Executive 

DEPARTMENT OF TRANSPORTATION 

313. Create a Division of Vehicle and 
Equipment Management. 

A-1 

Annual 
Saving 

Legislative One-Time 
Income 

$694,000 
($694,000) 

$883,000 
($815,000) 

$404,000 

$240,000 



Other Relevent Recommendations (Not Reviewed) 

Recommendations 

DEPARTMENT OF GENERAL SERVICES 

45. Provide the Capability to Generate 
Multiple Payments Against a 

Action 
Required 

Single Pu rchase Order. Executive 

47. Maintain a Control Ledger for all 
Numbered and Unnumbered Purchase 
Order Forms. Executive 

OFFICE OF STATE COMPTROLLER 

87. Implement a Comprehensive Finan
cial Management Information 
System to Meet User Needs. 

91. Modify Current Procurement Pro
cedures (Data Processing). 

111. Streamline Invoice Payment 
Procedures. 

112. Establish Imprest Petty Cash 
Funds for all Agencies . 

BOARD OF REGENTS 

138. Improve Cost-Effectiveness of the 
Board 1 s Fleet Operations. 

148. Automate Inventory Controls for 
Storeroom Operations (U of I). 

152. Expand Utilization of Computer 
Resources to Increase Operation
al Efficiency (ISU). 

154. Reduce Processing Costs for 
Purchase Orders (ISU). 

161. Reduce Processing Costs for 
Purchase Orders (UNI) . 
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Executive 

Executive 

Executive 

Executive 

Executive 

Executive 

Executive 

Executive 

Executive 

Financial Estimated 
Impact Amount 

One-Time 
Cost $500,000 

Ann. Sav. $ 1,000 
One-Time 

Cost $ l ,000 

Annual 
Saving 

Ann. Sav. 
One-Time 

Income 

Ann. Sav. 
One-Time 

Cost 

Ann. Sav. 
One-Time 

Cost 

Annual 
Saving 

Annual 
Saving 

$12,000 

$183,000 

$157,000 

$ 90,000 

$105,000 

$ 45,000 

$ 40,000 

$ 40,000 

$ 13,000 



Recommendations 

163. Consolidate Support Operations to 

Action 
Required 

Improve Efficiency (UNI). Executive 

EDUCATIONAL RADIO AND TV FACILITY BOARD 

185. Use the State Warehouse to Store 
Excess Supplies. 

COMMISSION FOR THE BLIND 

188. Use State Warehouse Facilities if 

Executive 

Possible. Executive 

DEPARTMENT OF SOCIAL SERVICES 

214. Computerized Recordkeeping for 
the Food Distribution Program. 

219. Increase Meal Production and 
Reduce Food Inventories at 
Mount Pleasant. 

221. Alter Food Service Procedures 
at Woodward. 

222. Increase Production Levels and 
· Reduce Inventories at 

Independence. 

233. Improve Procedures for Purchasing 
Raw Materials Required by Iowa 

Executive 

Executive 

Executive 

Executive 

State Industries. Executive 

237. Enhance Food Service Operations 
at Fort Madison. 

238. Improve Control of Staples at 
Anamosa. 

BEER AND LIQUOR CONTROL DEPARTMENT 

304. Modify Department Inventory 
Practices. 
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Executive 

Executive 

Executive 

Financial Estimated 
Impact Amount 

~nual 
Saving 

Annual 
Saving 

Annual 
Saving 

Annual 
Saving 

Annual 
Saving 

Annual 
Saving 

Annual 

$ 55,000 

$ 5,000 

$ 9,000 

$ 60,000 

$ 74,000 

$133,000 

Saving $123,000 
One-Time 

Cost $51,000 

Annual 
Saving $ 80,000 



Recommendations 

DEPARTMENT OF TRANSPORTATION 

317. Increase Purchasing Authorization 
Levels for Resident Maintenance 

Action 
Required 

Engineers. Executive 

318. Increase the Cost-Effectiveness 
of Department Fleet Operations. 

DEPARTMENT OF PUBLIC DEFENSE 

321. Reduce the Number of Cars Assign
ed to the Office of Disaster 

Executive 

Services. Executive 

DEPARTMENT OF PUBLIC SAFETY 

327. Monitor Possible Abuses of Pool 
Vehicles in the Capitol Complex. 

DEPARTMENT OF ENVIRONMENTAL QUALITY 

337. Adjust Procurement Staff Levels to 

Executive 

Reflect Work Load. Executive 

CONSERVATION COMMISSION 

344. Inventory Fixed Assets and Improve 
Acquisition Criteria. Executive 

A-4 

Financial Estimated 
Impact Amount 

Annual 
Saving 

Annual 

$152,000 

Saving $ 2,000 
One-Time 

Income $ 7,000 

Annual 
Saving $ 38,000 



APPENDIX B 

CliOCKLISI' FOR EVALUATING I.DCAL GOVERNMENI' PRCCUREMENI' 
OF SUPPLIES, MATERIALS, EX)UIFMENT & SERVICES 

Topics & Q.Jestions 

I. AUTOORITY & RESF(NSIBILITY 

A. Is there statutory or ordinance 
authority for placing purchasing 
authority with one official or 
department? 

1. Ibes the authorization extend 
to federally funded programs? 

2. Ibes the authorization prooibit 
delegation of portions of the 
authority to other units in 
the government? 

3. If not, what delegations of 
authority are currently in 
effect? (List in Cornrents) 

B. Is there a written procurement 
• statute, ordinance, or policy 

statement-

Yes No 

1. locating purchasing responsi
bility in a special position 
within the government independent 
of major using activities? 

2. describing the overall pur
chasing goo.ls & cbjectives? 

3. specifying the authority 
of the purchasing department 
in all aspects of acquisition, 
contract administration, 
quality assurance, and surplus 
prcperty transfer and disposal? 

4. specifically setting out all 
aspects of purchasing delegated 
to other departments, and the 
manner in which such activities 
are to be monitored & controlled 
by purchasing? 
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Cornrents 
(Explanation for "no" 
answers, further data 

on "yes" answers) 



Topics & Q..Iestions 

5. providing that purchasing 
may prorrulgate irrplementing 
regulations? 

6. covering a code or standard 
of conduct governing the 
performance of purchasing 
officials and perscnnel 
as well as contractors 
or their agents? 

C. lb the statutes, ordinances, 
or regulations prescribe dollar 
limits for each of the vacying 
degrees of formality used in 
soliciting bids? 

1. If so, list soorce, limits, 
and degree of formality 
in catrr€nts. 

D. Ibes purchasing have written 
policies & guidelines defining 
what factors are to be considered 

, in determining the responsiveness 
of a bid as well as the contrac
tor's capacity to perform? 

1. Are these factors included 
in the invitation for bids 
so that the potential bidder 
knONs what is required? 

E. Ibes purchasing have written 
policies & guidelines governing 
the use in the bid specification 
of such clauses as--

1. ~tion for additional units 
above the specific quantity? 

2. Alternate prices, with & 
withoot trade-ins? 

3. Conditions under which all 
bids may be rejected in whole 
or in part? 
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• Cornrents 
(Explanation for "no" 
answers, further data 

Yes No on "yes" answers) 



Topics & Q..Iestions 

II. PLANNING & SCHEOOLING 
ACQUISITIOOS 

A. Is the purchasing deparbrent 
included in all top-level planning 
affecting future procurement prac
tices or needs? 

B. Does purchasing have written 
instructions governing itself 
or using deparbrents and agencies-

1. to forecast future item needs? 

2. to provide past usage data? 

c. Is the governrrent's financial 
managerrent infonnation system 
structured to accunulate such 
data as quantities purchased, 
ordering frequencies, vendor 
perfonnance, and unit prices per 
transaction? 

D. Does the purchasing deparbrent 
1..1:5e market research to secure 
econanic infonnation which may 
affect purchasing, such as--

1. current market conditions 
of iterrs bought on long-term 
contracts? 

2. changes in local program needs? 

3. technical progress affecting 
supply or equiprent production? 

4. seasonal requirerrents or 
fluctuating markets? 

5. transportation costs? 

E. Are value analysis awraisals 
made annually for a stipulated 
percentage of items being 
procured? 
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CoIT1Tents 
(Explapat1on for 1100 11 

answers, further data 
Yes N:) on "yes" answers) 
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Topics & Q..lestions 

1. If so, which of the follo,..,ing 
c9nsiderations are covered by 
the appraisals--

a. new soorces of supply? 

b. standardization of items? 

c. identification of new and 
better products? 

d. identification of alternative 
products, including aspects of 
price and quality? 

e. storing and handling, 
vendor stocking costs? 

f. other? Specify ----

F. Ibes purchasing review at least 
annually past usage and requi re
ment forecasts to assess the 
potential for consolidating and/or 
reducing purchase requi rerrent s? 

G. Ibes purchasing have an ongoing 
program to assess the apprcpriate
ness of the manner used to satisfy 
requirerrents? 

1. Ibes the program invol ve the 
use of ques tionnaires or discus
sions with other government 
unit s as well as pr cspect ive 
suppliers? 

H. Ibes purchas ing use f or sa tisfying 
requi rerrents contracting methods 
such as--

a. definite quantity, definite 
pericx:]? 

b. minimLnn (guarantee) quant ity, 
definite pericx:]? 
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Cornrents 
( Explanation for "no" 
answers, further data 

Yes No on "yes" answers) 



'Ibpics & Q.Jestions 

c. estimated (indefinite) quantity, 
definite period? 

d. estimated (indefinite) quantity, 
indefinite period (until canceled 
by either party)? 

1. Has the decision to use a par
ticular fonn of contracting for 
satisfying specific requirements 
been reassessed during the last 
year? 

I. roes purchasing make lease v. 
purchase corrparisons in acquiring 
equipnent, such as vehicles? 

J. roes purchasing evaluate 
whether it is oore economical to 
make the i tern or perf onn the 
service in-house v. contracting 
out? 

K. roes purchasing--

1. oonitor frequency & volume of 
purchases of the same or similar 
items to see whether a tenn contract 
might be cheaper? 

2. oonitor different departments' 
purchase requests for the same or 
similar items to see whether con
solidation may achieve economies? 

3. have written procedures to 
govern hew such potential is 
to be identified? 

4. require that requisitions or 
purchase requests be signed by 
responsible department officials? 
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'lbpics & Q.Jestions 

III. OOMPETITIOO 

A. I:bes a statute, ordinance, 
or 'regulation require purchasing 
to use carpetitive procedures for 
acx:iuiring supplies, materials, 
equiprent, and services other 
than professional? 

1. I:bes purchasing--

a. participate in contracting 
for professional services? 

b. prescribe procedures folla-,ed 
in sudl contracting? 

c. review the procurerrents made 
for coopliance with such 
procedures? 

B. In securing formal bids for 
contract purchases, does 
purchasing--

1. prepare or have the authority 
for review & approval of bid 
invitations? 

2. maintain & update a list of 
prospective bidders? 

3. have written criteria governing 
the addition, deletion, and 
reinstatenent of bidders and 
vendors, and the i;:otential of 
bidders to perform under the 
terms and conditions of the 
prqx:>sed procurenent? 

4. have writt~n procedures governing 
the receipt, control, q>ening & 

evaluation of bids? 

5. have authority to determine 
which bids have the terms & 
conditions of the invitation? 
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Comrents 
(Explanation for "ro" 
answers, further data 

Yes N:> on "yes" answers) 



'lbpics & QJestions 

6. maintain a record (such as a 
bid history record) to help 
purchasing identify collusive 
bidding practices? 

C. Is there a provision governing 
procurerrent when formal bidding 
is not required? 

l. Are written records required 
for all informal negotiations 
except irrprest fund purchases? 

2. Is the number of vendors required 
to be contacted under various 
conditions specified? 

D. Is there a policy stipulating 
the conditions under which blanket 
purchase orders may be used? 

E. Is there a provision defining 
the special procedures to be 
follONed when corrpetiti ve proce
dures are not used-

!. in errergencies? 

2. where there is no respons i ble 
coopeti tion, or one source; 
where patents or proprietary 
rights exist; or where s t and
ardization/interchangeability 
is advantageous? 

3. when iterrs are to be a~ired 
solely for test ing? 

F. Are there s t atutes, regulations, 
or policies affecting open 
corrpetition, such as "local 
purchase" requirerrents? 

G. Is there a formal program for 
identifying suppliers not 
previously solicited? 
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'Ibpics & QJestions 

L Is there a requirerrent to 
docurrent the results of the 
program periodically? 

IV. STANDARDIZATION & SPECIFICATIONS 

A. Lbes purchasing standardize items 
comrronly used by two or rrore 
departrrents or agencies? 

1. Is there a central stockrcom 
from which all departrrents & 
agencies are required to draw 
supplies & equipnent? 

2. Is there a catalog of items 
available from the stockroom? 

B. Does purchasing require written 
justification for item acquisition 
outside the stockroom standard? 

c .. Where specifications are prepared 
for special items or services by 
departrrents & agencies, does pur
chasing have the pcwer to review, 
rrodify, and approve them? 

1. Are brand names avoided or 
expressly stated to be only 
descriptive (identifying 
salient features) and not 
restrictive? 

2. Are perfonnance specifications 
rather than prescriptive 
specifications used? 

D. Lbes purchasing consider using 
cornnercial standards, or specifi
cations developed by the Federal, 
State, or other local governrrent 
units and found acceptable, in 
lieu of developing its own specifi
cations? 
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'Ibpics & QJestions 

E. I::oes purchasing use qualified product 
lists or lists of acceptable brands 
as an alternative to developing its 
own specifications? 

1. Are there written criteria 
covering procedures for placing 
and rerroving products and brands 
from these lists? 

V. INSPECTICN & TESTING 

A. I::oes purchasing have the authority 
to establish and oversee a program 
of inspection of deliveries to 
insure that items delivered meet 
specifications? 

B. Are there written instructions 
governing receipt. & inspection 
of deliveries? 

~- r::oes purchasing routinely rronitor 
the inspection program? 

D. Has there been a determination 
as to: 

l. 'Ihe i terns to be tested to 
de termine corrpliance with 
specifications? 

2. 'Ihe frequency of the tes ting? 

3. 'Those who should do the 
t est ing? 

E. Are ther e written procedur es 
covering the handling of user 
and/or contr ac t or complaints? 

VI . PROPERTY MANAGEMENT 

A. I::oes purchas i ng participate in 
the inventory procedures of the 
governrrent to insure that--
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'Ibpics & Q.Iestions 

1. expendable property is properly 
controlled? 

2. nonexpendable property is 

a. identified? 

b. assigned for accountability 
to specific units of 
goverrurent? 

3. periodic inventories of expen
dable and nonexpendable property 
are taken? 

B. !bes purchasing secure a copy of 
the inventory docurrents for all 
units of governrrent so that it may 
identify equiprent which may be 
available to reduce or eliminate 
purchase of additional items? 

C. Is purchasing assigned the 
'authority to supervise the 
surplus and scrap programs? 

1. 'Are spot checks made and 
records kept of equipnent 
utilization? 

D. !bes purchasing have written 
procedures for-

1. timely identification and 
reporting of surplus & scrap 
items to purchasing? 

2. notifying other departments 
& agencies of available usable 
surplus? 

3. disposing of unneeded or 
unusable -items? 
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'lbpics & Q.Jestions 

VII. PK>FESSIOOAL DEVEIDEMENI' 

A. D:>es the local goverrurent encairage 
the purchasing officials aoo tech
nical staffs-

!. to keep current with procurenent 
trends (e.g., affiliate with 
professional purchasing 
associations)? 

2. to secure formal training aoo 
education as a supplenent to their 
job-acquired knatlledge? 

B. D:>es the local goverrurent provide 
suwcrt for (1) & (2) above by 
providing funding? 

VIII. OX>PERATIVE PURCHASING 

A. If there are no statutory pro
hibitions, does purchasing--

!. enter into joint or cooperative 
purchasing agreenents with other 
local goverrurent? 

2. purchase from State contracts? 

3. have a program for continually 
searching for ways to increase 
potential savings through 
increased use of cooperative pur
chasing arrangenents? 

B. Where cooperative purchasing is 
used, does purchasing have a 
program for evaluating any 
additional costs involved to deter
mine whether the total costs may 
be higher than costs of buying 
separately? 
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'Ibpics & QJestions 

IX. AUDIT & EVAWATION 

A. Is t,here an internal or external 
audit of the procurement system to 
evaluate the effectiveness or 
econolT!:{ with which it is making 
purchases? 

B. Are annual performance goals, both 
quantitative and qualitative, 
established for the purchasing 
unit? 

l. Lbes purchasing report periodi
cally on its performance? 

2. Is managernent required to measure 
the purchasing organization's 
performance? 

a. If so, is this periodically 
accorrplished and doctnnented? 

• 3. Which of the foll0wing indices 
are maintained or otherwise 
available to rronitor purchasing 
activities--

a. purchasing cost (includes cost 
of central stores operation) 
per $1,000 of procurement? 

b. purchasing cost per purchase 
order issued? 

c. cost of central stores per 
$1,000 of stores procurernent? 

d. user complaints? 

e. out-of-stock condition? 

f. dollar value of inventory? 

g. emergency purchases? 

h. other? Specify ____ _ 
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STATE OF 

DEPARTMENT OF GENERAL SERVICES o DES MOINES, IOWA 50319 

OFFICE OF THE DIRECTOR 

HON . ROBERT D. RAY 
GOVERNOR 

STANLEY L. McCAUSLAND 
DIRECTOR 

JERRY D GAMBLE 
FISCAL OFFICER 

Gerry D. Rankin 
Legislative Fiscal Director 
Legislative Fiscal Bureau 
Capitol State Office Building 
L O C A L 

Dear Mr. Rankin: 

February 26, 1980 

I am pleased to be able to reply to the limited evaluation of the Division 
of Purchasing recently completed by the Program Evaluation Team of the 
Legislative Fiscal Bureau. Your staff covered a great deal of material 
in a short time, and we are impressed with the objective and concise manner 
in which they have reported their findings. 

We would like to note that some of the "weaknesses" reported by your staff 
became apparent when the Division of Purchasing was compared to a federal 
standard established by the General Accounting Office. These standards 
may not be desirable in all aspects to the people of Iowa. However, a 
federal performance audit of the Division of Purchasing using these guide
lines might have a deleterious effect on federal funding of agencies, such 
as the Department of Social Services, Job Services and the Crime Commission , 
if some attempt is not made to comply with basic federal procurement guide
lines. Such an implied threat is contained in the recently issued Attach
ment O of Office of Management and Budget Circular A-102. 

Further, we believe that many of these deficiencies are a result of a 
fiscally responsible approach to the development of the Division of Pur
chasing since its fo rmati on in 1972. The Division of Purchasing submitted 
budgetary decisi on packages for the 1980-81 biennium that would have partially 
addressed many of the recommendations contained in this repo rt. 

We would like to offer the following reactions to the conclusions contained 
in your report: 

1. DECENTRALIZATION OF PURCHASE AUTHORITY. We agree that there is a signif
icant amount of decentralization of purchase authority, as well as operational 
purchase activity, among major state agencies. As the report aptly states on 
page 9, 

Continued .... 
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Gerry D. Rankin - 2 - February 26, 1980 

"Centralizing the purchasing function is an accepted organizational 
arrangement in both industry and government for the purposes of 
uniformity efficiency, control and accountability" 

We believe that the fundamental mission of the Department of General Services 
Purchasing Division should be to provide the central procurement authority 
for State of Iowa Government and that the fundamental missions of the exempt 
agencies should be in other important directions. The report properly recog
nizes the key organizational problem that is present. The legislature needs 
to address the fine line between the need for a central procurement authority 
with respqnsibility for all purchasing and the need for a reasonable delega
tion of day-to-day operational purchasing activity based upon the recognition 
of considerations for geography, special needs, and staffing. 

2. DELEGATION OF PURCHASING RESPONSIBILITIES. We agree that the General 
Services purchasing administrative rules have delegated purchasing respons
ibilities for several high dollar items, such as professional consultation 
contracts, to state agencies because of time and budget limitations. Given 
the fiscal and operational realities during the formative years of the 
division, these delegations were considered reasonable . The Department has 
been aware of the deficiency in this area for several years. In addition 
to submission of a budget decision package for the 1980-81 biennium addressing 
this problem, the Department has been working almost two years with the Board 
of Regents and the Department of Transportation to develop uniform guidelines 
in this area. 

3. COOPERATIVE PURCHASING. We agree that the rate of requests for distribu
tion of state contract information is low. However, we believe that given 
the personnel and fiscal resources of the Division of Purchasing, the division 
is complying to the best of its ability with the intent of the legislature as 
set forth in Section 18.6.7 in the Code of Iowa, by publicizing the availa
bility of state contracts through the organizations of the various political 
sub-divisions and responding to every request received for this information. 

4. PLANNING AND MANAGEMENT. We have agreed for some time that the Purchas
ing Division 1scapac1ty to plan and manage the procurement process has been 
severely hampered by inadequate data processing support and limited manage
ment information. A decision package was submitted for the 1980-81 biennium 
and on previous occasions seeking to remedy this deficiency. It might also 
be pointed out that the duplication of purchase authority mentioned earlier 
has resulted in a duplication of procurement data processing systems among 
the Regents and the Department of Transportation purchasing entities, although 
the Department of General Services Purchasing Division has not had resources 
to even transfer and utilize the best of these programs. 

We agree that the Division of Purchasing is unable to perform modern and 
sophisticated procurement planning and analysis because of the lack of 
qualified personnel and data processing support. 

Continued .... 
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Gerry D. Rankin - 3 - February 26, 1980 

5. INSPECTION AND RECEIVING. We agree that the possibility is great for an 
increased cost to the State of Iowa through improper inspection and receiving 
procedures. A decision package was introduced for the 1980-81 biennium that 
would have established a Standards and Inspection Section of the Division of 
Purchasing to attack this problem. 

6. SUPPLY AND INVENTORY CONTROL. We agree that the number of stock rooms 
maintained mthe Capitol Complex is excessive, and that this situation 
results in an increased cost for inventory, handling and space. Maintaining 
stock levels that allow response to agency demands while utilizing modern 
economic order and inventory control techniques will only be possible with 
increased data processing support, management information, and the redistri
bution of personnel within the Capitol Complex. 

The following is the Department of General Service reaction to the recommen
dations contained in the report: 

1. DELEGATION OF PURCHASE AUTHORITY. 

A. The Division of Purchasing informally has been cooperating with the Board 
of Regents and the Department of Transportation purchasing personnel in several 
areas that have had significant impacts. These include the Division of Pur
chasing contracting for the Board of Regents requirements for motor vehicles, 
the Board of Regents contracting for all state agencies for pharma·ceutical 
products and the Division of Purchasing contracting for reflectorized sheeting 
requirements for D.O.T. The D.O.T. has provided limited specifications and 
standards support to the Division of Purchasing. 

Each of these cooperative efforts has been a result of many hours of meetings 
frequently resembling a United Nations Security Council Session--all three 
procurement entities have a veto, all can walk out if they disagree on the 
course of the discussion, and any decisions by the professional staff may 
well be overruled by Boards and Commissions several organizational levels 
higher. 

In short, without a clear legislative mandate for the recommended memorandum 
of understanding that contains clear authority for resolving disagreements 
about the proper locus of the contracting agency, reaching such an understand
ing may be difficult to achieve. In fact, this problem is recognized on page 
14 of the report, where it is stated, 11 

••• the limitations imposed by the 
statutory exemptions will present major barriers to cooperation. 11 

B. Production of a master list of all state contracts would require a mandate 
establishing one of the procurement entities as a central clearing house and 
providing the personnel and fiscal resources necessary to maintain an up-to
date list, to maintain a central mailing list and to publish and to mail it. 

C. The Department of General Services supports the recommendation for compl e
tion of a memorandum of understanding and for further centralizing procurement 
authority in a central department. 

Continued .... 
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D. An annual report should be required only after de~ignation of the authority 
to compile it and the development of a management information system to support 
the data collection and analysis in an uniform manner for all state agencies. 

E. The Department of General Services has drafted an amendment to its rules that 
restricts the current delegation of responsibility for professional consulting 
contracts and will be submitting these changes to the Administrative Rules Com
mittee within the next 30 days. A revised version of the budget decision package 
submitted for the 1980-81 biennium will be submitted for 1982-83 for the contract 
procurement function. 

2. COOPERATIVE PURCHASING. 

A. The Department of General Services believes that without an increase in the 
FTE and spending authorization of the Division of Purchasing, the recommendations 
relating to cooperative purchasing cannot be implemented without seriously im
pacting on the day-to-day response to state agencies' needs. 

B. The department favors establishing a properly funded cooperative purchasing 
program if it is backed by legislative controls which recognize local desires 
while allowing for the exercise of professional procurement discretion and 
judgement by the Division of Purchasing. 

C. Rules requiring vendor reporting of local use of state contracts should be 
adopted only after extensive public hearings allowing vendor input into the 
system to be used and only when staff and data processing support are available 
to process the information. 

D. Legislation has been introduced by the Department of Public Instruction 
(S~610) in the current session of the General Assembly to carry out the intent 
of the recommendation relating to purchasing school buses. As originally 
drafted, this bill would further fragment the procurement function by authoriz
ing DPI to contract for buses. It is the opinion of the Department of General 
Services that this department should be the only contracting agency for this 
commodity with standards developed by DPI to be included in the specifications. 

For your information, the Division of Purchasing opened bids February 26, 1980, 
for several state agencies and requested an option to enter into a permissive 
state-wide contract for cooperative purchasing from the resulting contract. 
It is our opinion that better prices would be offered if use of this contract 
were mandatory for the various school boards, and if the Division of Purchasing 
and DPI could require school boards to report quantities needed prior to issuing 
the invitation for bids. 

3. PLANNING, SCHEDULING, AUDIT AND EVALUATION. 

A. The Department of General Services is researching the subject of lease 
versus buy and will issue guidelines through the Administrative Rules procedure 
after they have been properly staffed. 

Continued ... . 
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B. We support the issuance of budgetary guidance by the Comptroller, since 
it is frequently too late to perform lease versus buy analysis after bids 
are received because the agency appropriation will only support a capital 
purchase or an operational lease. 

C. A revised decision package from that presented for the 1980-81 biennium 
will be submitted for the 1982-83 biennium to implement the data recommenda
tion. Systems used by other states and other state agencies will be con
tinuously reviewed in search of low cost alternatives rather than an original 
development project. 

D. We would like to call attention to a possible misunderstanding reported 
on page 22, table 14, of the report. This indicates that no rules exist to 
implement Chapter 18.6.7, Code of Iowa. However, a procedure is contained 
in paragraph 2.4(l)(c), Section 450, Iowa Administrative Code, for pre-itemized 
purchase lists to be filed by state agencies. This procedure is used on a 
limited basis for major high volume items because of a lack of data process
ing support to consolidate lists on all items purchased. 

4. INSPECTION AND TESTING. The department supports the recommendation to 
clearly mandateTnspect,on and testing authority and responsibility within 
the Division of Purchasing. We would hope that the necessary funding for 
such a program would be forthcoming, also. Until adequate statutory author
ity and professional personnel are provided to instruct, to conduct tests 
and to monitor agency and vendor compliance, the department sees little to 
be gained from issuing rules. 

5. PROPERTY MANAGEMENT. 
, 

A. The department supports the recommendation to transfer the t,Joodward 
Warehouse, but we recommend that a complete review be given first to the 
warehousing and distribution requirements for the entire state government 
with an eye towards establishing a comprehensive system that incorporates 
currently available facilities, equipment and personnel of all state agencies 
including the Board of Regents and D.O.T. and serves all outlying state 
facilities. Consideration also should be given to the potential service 
such a system might provide to political sub-divisions in the state. 

B. The department supports the recommendation for limiting agency stock 
rooms and will develop plans concurrent with the Lucas Building and Records
Property Center remodeling projects, to consolidate the space currently 
used for this purpose. A decision package for the recommended Stores and 
In ventory Control Section will be developed for the 1982-83 biennium. 

Continued .... 
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The Department of General Services looks forward to working with the Legisla
tive Fiscal Bureau to implement the recommendations contained in the report. 

Sincerely yours, 

);tni/2/c.. !J!c-i;1~1/ 
Stanley . McCausland 
Directo of General Services 

SLM/np 

cc: Jack T. Pitzer - General Services 
Bob Deevy - Comptroller Office 
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