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Introduction

The General Services Administration’s (“GSA”) Schedules program, also known as the Federal Supply Schedule program, was initiated by the federal government in an effort to simplify the process of acquiring needed goods and services.  The program has been highly successful to the point that it is now the favored purchasing mechanism used by government buyers.  A federal buyer who elects to use the more traditional procurement method of putting an opportunity out for public bid has to wait upwards of one year before an actual contract is executed.  In contrast, a Schedule purchase can be effectuated in a matter of days or a couple of weeks.  

A Schedule contract is a five-year contract containing three, five-year renewal options.  In total, if the government were to exercise all three options, the term of the contract would span twenty years.   Although a Schedule contract is an official federal contract, it is not funded until such time as purchase orders are placed through the contract.  As such, the onus is on the Schedule contract holder to actively solicit orders from federal buyers.  Schedule contractors that do not meet GSA’s stated $25,000.00 minimum in annual Schedule sales run the risk of having their contract terminated.  The Schedules program is funded by GSA’s assessment of a .75% funding fee, or “Industrial Funding Fee,” on each dollar sold under a vendor’s GSA Schedule contract.  Vendors must report their Schedule sales to GSA on a quarterly basis and must also pay the appropriate Industrial Funding Fee at the same time.  

At present, there are approximately fifty-five different general categories of products or services that may be sold to the government under the Schedules program.  This list includes office products, information technology equipment, building supplies, medical equipment, chemical supplies and a host of professional services (such as legal, management consulting, accounting, and professional engineering services).  Certain industries, such as architectural design or construction services, are not covered by the Schedules program.

In order to become a Schedule supplier, a vendor must go through an arduous application process. The most difficult and painstaking part of the Schedule application and approval process is negotiating what the government and vendor agree is a “fair and reasonable price” for the vendor’s offered products or services.  For this reason, some vendors choose to hire consultants to assist them in the preparation and negotiation of the contract.  Many report back that the expense for such consultants was money well spent as the entire submission and approval process can be extremely costly in terms of time and also very daunting for the novice. 

Once a particular Schedule contract is awarded, the successful vendor is placed on a list of approved suppliers for that particular Schedule. Federal agency buyers can order then order from a vendor using GSA Advantage!, the government’s online “shopping mall” for GSA Schedule products and services.  A common misconception is that only GSA employees may purchase through a Schedule contract. This is not true; virtually any federal buyer can buy from GSA Schedule holders.  Congress has also granted state and local agencies the authority to purchase through the Information Technology Schedule contract (known as the “IT 70 Schedule”) and Schedule 84. State and local purchasing authority may be extended to other GSA Schedules in the future.

Making a purchase through a Schedule contract is relatively easy. A federal buyer interested in a particular Schedule holder’s products or services sends a Request for Quote to the company’s designated GSA contract point person.  In response, the company prepares a quote using its approved GSA Schedule contract prices as its pricing basis.  The buyer, upon making a final decision as to which vendor he wishes to use, then places a purchase order against the vendor’s GSA Schedule contract.  The purchase order is then sent directly to the vendor.  

Unlike a public procurement, competition in the GSA Schedule arena is significantly less because (i) a buyer need only procure three quotes from GSA Schedule holders prior to making a purchase, and (ii) the three prospective vendors’ contract pricing is pre-determined. For this reason, many vendors believe that purchase orders will begin to roll in immediately after contract award and without the necessity of any further action on their part.  This expectation is unrealistic.  Schedule contract holders must actively sell their company’s capabilities to prospective federal buyers. Schedule vendors should not expect to have sales under their Schedule contracts without focused, agency-based sales efforts.

Why Federal Buyers Like GSA Schedules

Because purchasing from a Schedule vendor is quick and efficient, sales under the Schedules program are skyrocketing.  GSA’s Information Technology Division, the most successful division in the program, reports that fiscal year 2010 sales for their division alone totaled approximately $16 billion.  Federal buyers report that pre-negotiated pricing is one of the key factors to the success of the program.  Furthermore, buyers rave about the efficiency of the process and the significant reduction in paperwork and red tape associated with Schedule buys.  Lastly, Schedule purchases are transacted behind the scenes without much scrutiny from non-participating vendors. This “secrecy” cuts down on costly vendor protests.

Why Vendors Like GSA Schedules

GSA Schedule contracts are an ideal contracting vehicle for small businesses that cannot afford to obtain more than one multiple award schedule contract. Vendors like Schedule contracts for the same reasons that federal buyers do.  More specifically, the Schedules program reduces competition, allows vendors to avoid public bids (thereby saving vast sums in proposal development costs), and allows contractors to close a deal within weeks instead of waiting months on end for an award of a public bid. 

Drawbacks

GSA Schedule contracts do have drawbacks. Obtaining one can cost in excess of $15,000. The return on this investment is low unless the vendor has substantial annual Schedule contract sales. Other drawbacks include:

· A Schedule contract reduces a vendor’s commercial pricing flexibility and may result in reduced profits. 

· Your ability to increase your GSA contract prices is restricted by the terms of the contract. 

· The terms of the Schedule contract require that the vendor carefully monitor and control its commercial discounting practices. Indiscriminate or random spot commercial discounting can lead to automatic reductions in GSA contract prices. 

· A GSA Schedule contract may be terminated if a business does not meet the annual sales threshold of $25,000.00. 

· Schedule orders must be carefully tracked and accounted for to ensure that the proper Industrial Funding Fee is paid at the end of each quarter.  

Drawbacks aside, a GSA schedule is the selling vehicle of choice if a company intends to sell through a single, multiple award schedule contract.  An aggressive company willing to devote dollar and manpower resources to developing federal business can reap great rewards through its GSA Schedule contract.   

Become a GSA Schedule Holder

Federal buyers prefer purchasing from GSA Schedule holders for the following reasons - the minimal paperwork associated with a GSA Schedule purchase, the speed with which the purchases may be accomplished, and the avoidance of the public bid process. In short, many federal buyers prefer to work exclusively with companies that are on a GSA Schedule.

Completing the paperwork to become a GSA approved vendor is a daunting task. Many companies give up after seeing the length of the solicitation document.  Others toil over the paperwork for months only to have their proposal rejected because the company submitting the offer failed to adhere to GSA's procedures and rules.

Fedmarket has helped hundreds of companies complete their GSA proposal offering and become GSA approved vendors. We have a GSA solution to fit your budget. Call a GSA Sales Consultant, at (888) 661- 4094 x 8 to discuss the solutions Fedmarket.com has to offer you. Fedmarket’s GSA services include:

GSA Full Service Proposal Preparation
We are specialists in assisting you become a GSA approved vendor through to contract award.
Rapid GSA We write the GSA proposal; you negotiate directly with GSA.
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