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What is procurement?What is procurement?
� Generally, it refers to the purchasing of goods 

and services 

� When procuring under School Nutrition 
Programs, the process involves distinct phases 
of planning, drafting specifications, 
advertising the procurement, awarding a 
contract, and managing the contract



Why this presentation?Why this presentation?

� Throughout the existence of the School 
Nutrition Programs, USDA has focused 
on helping State agencies and School 
Food Authorities (SFAs) find effective 
ways of providing more nutritious meals 
to America’s school children



Why this presentation? contd.Why this presentation? contd.

� The regulations require State agencies 
and SFAs to comply with a host of 
requirements, many of which pertain to 
purchasing goods or services with 
Federal funds in the School Nutrition 
Programs 



Why are the regulations in place?Why are the regulations in place?

� Procurement regulations are in place to 
ensure that Federal funds, when used to 
purchase products or services, result in 
the best and most responsive product at 
the lowest possible price 



Why is it so important?Why is it so important?
� There are many stakeholders who have an interest in 

how procurements using Federal funds are carried 
out

� Recently, ongoing public and congressional interest 
in effective use of Federal funds has increased

� Although an unfunded mandate, the 2004 
reauthorization act included a requirement that 
USDA “provide technical assistance and           
training . . . in the procurement of goods and 
services” in the School Meal Programs



Why is it so important? contd. Why is it so important? contd. 
� Congress wants to achieve two goals: 

� To make sure that Program benefits are widely available 
to eligible schools and children; and 

� To make sure that benefits are used effectively and 
efficiently, without waste or abuse

� USDA requires that allpurchases made by 
local school officials, whether funded wholly 
or in part with School Nutrition Program 
funds, are conducted in accordance with all 
Federal procurement requirements



Who gets to procure using SNP Who gets to procure using SNP 
funds?funds?
� Only SFAs that have a written agreement with a 

State agency are eligible to receive 
reimbursement or advance payments for the 
operation of a Child Nutrition program

� SFAs must operate these programs using a 
nonprofit school food service 

� Any “profit” or excess funds in the nonprofit 
food service account must be retained in the 
account to operate or improve the food service



Where does an SFA begin?Where does an SFA begin?
� Establish sound competitive practices

� The most important principle is that a good 
procurement is a competitive procurement 

� Free and open competition means that all 
suppliers are “playing on a level playing field”
and have the same opportunity to compete 

� Procurement procedures may neverunduly 
restrict or eliminate competition 



Why is competition important?Why is competition important?

� Price!
� The owner of a company may wish to maximize his or her 

profit on every sale made; if the company is publicly held, 
it is their responsibility to do so in order to increase their 
shareholders’ return

� However, in a competitive procurement environment, it is 
far wiser for a seller to accept a smaller margin of return 
on a given scale than it is to make no sale at all

� Thus, a purchaser is likely to receive more goods or 
services at a lower price than would be the case in a non-
competitive environment



Why is competition so important?Why is competition so important?

� Quality!
� Businesses in a competitive environment 

continuously attempt to differentiate themselves, 
not only in terms of price but also in terms of 
quality and innovation

� The next time the purchaser conducts a 
procurement, it may be able to choose from new 
and/or higher quality products and services



WhatWhat’’ s next?s next?

� Forecasting!
� First and foremost, an SFA must               

thoroughly understand its needs 

� It is extremely important that the SFA review 
its current resources and services to ensure 
that only necessary purchases are made 

� It is useful to analyze the marketplace to 
better understand the competitive industry for 
such goods and/or services



What does forecasting include?What does forecasting include?

� Some examples are:
� Current inventory

� The upcoming year’s menu

� The number and ages of students to be served

� Other services that may need to be procured
� Delivery

� Storage

� Accounting, etc.



What does forecasting include? contd. What does forecasting include? contd. 

� Revenues from prior year

� USDA Foods on order

� Likely share of the school food service’s cost 
that will be covered by student payments, 
Federal reimbursements, and State payments

� Relevance of the last solicitation



Now what?Now what?

� Once the forecasting and planning 
process is complete, the SFA will be able 
to determine the estimated dollar value 
of its procurements for the coming year

� This determination allows the SFA to 
choose the appropriate procurement 
method to use



What is the appropriate method for What is the appropriate method for 
procuring goods and services?procuring goods and services?

� Informal Procurement
� Small Purchase, i.e. Simplified Acquisition

� Formal Procurement 
� Competitive Sealed Bidding

� Competitive Negotiation 



When do I use the small purchase When do I use the small purchase 
method?method?
� According to Federal regulations, a 

procurement under $100,000 in value may 
be awarded using informal procurement 
methods

� However, States or localities may set a 
lower small purchase threshold and    
thereby impose more formal procedures



How does a small purchase work?How does a small purchase work?
� Must still be conducted in a manner that 

maximizes full and open competition 

� SFAs should still put the number, quality, and 
type of goods or services needed in writing 
before contacting any potential offerors

� It is recommended that at least three sources
be contacted who are eligible, able, and 
willing to provide the product or service 



What if my procurement is larger?What if my procurement is larger?
� When the value of the purchase exceeds the 

applicable Federal, State, or local threshold 
for small purchases, the formal procurement 
method must be used

� These are more rigorous and prescriptive, and 
include:
� Competitive Sealed Bidding (Sealed Bidding)

� Competitive Negotiation 



What is Competitive Sealed Bidding What is Competitive Sealed Bidding 
(i.e. IFB)?(i.e. IFB)?
� Detailed specifications of the products and/or 

services being sought by the SFA

� Bids are publicly solicited using an Invitation 
for Bid (IFB) 

� A fixed price contract is awarded to the 
responsible bidder with a responsive bid



When is Competitive Sealed Bidding When is Competitive Sealed Bidding 
(i.e. IFB) used?(i.e. IFB) used?
� Complete specifications or descriptions of the 

product or service are available or could 
easily be developed by the SFA

� Responsive bids will differ along no 
dimension other than price

� More than one qualified source is thought to 
be willing and able to compete for the award



What is Competitive Negotiation What is Competitive Negotiation 
(i.e. RFP)?(i.e. RFP)?
� SFA is seeking goods and services

� Describes how technical and cost factors will 
be considered in making the final 
determination 

� Proposals are publicly solicited using a 
Request for Proposal (RFP) 

� A fixed price contract or a cost reimbursable 
contract is awarded



When is Competitive Negotiation When is Competitive Negotiation 
(i.e. RFP) used?(i.e. RFP) used?
� When the SFA lacks specificity and is 

requesting goods and services that are not 
“one size fits all”

� Expectations can be identified, but more than 
one method can be used to achieve the SFA’s
desired outcome

� Criteria allows for the measurement of factors 
that differ along other dimensions than just 
price



When is Competitive Negotiation When is Competitive Negotiation 
(i.e. RFP) used? contd.(i.e. RFP) used? contd.
� The RFP will ask respondents how they will 

accomplish the services requested

� The purchaser’s staff must have sufficient 
skill and expertise to evaluate proposals and 
conduct negotiations

� SFAs must be able to measure and document
why one company’s response to a particular 
criterion is better than another



What happens after the appropriate What happens after the appropriate 
procurement method is chosen?procurement method is chosen?
� Once the SFA decides what goods and services 

are needed, and the appropriate method to 
acquire them, the SFA must develop a 
solicitation which contains all necessary contract 
elements including:
� Type of contract

� A clear and accurate description of the technical 
requirements for the material, product or services 
to be procured



How do I develop my solicitation?How do I develop my solicitation?
� The solicitation must identify allof the

requirements that offerors must fulfill

� Everything must be identified up front, so that 
changes do not need to made to the contract after 
award has been made

� SFAs need to consider which type of contract the 
solicitation will result in

*Remember: a person that develops or 
drafts specifications for use by the SFA 
may notcompete for the procurement



How do I develop my solicitation?How do I develop my solicitation?
� Determine price of products and services in relation to 

markets

� For food items: grading, weight, item labels, nutritional 
qualities, etc.
� For equipment items, think about quantity and size

� For services: delivery times, frequency of delivery, etc.

� If using an FSMC: identify scope of services

� The Agricultural Marketing Service (AMS), provides a wide 
range of market information



How do I develop my solicitation?How do I develop my solicitation?
� More items necessary in the solicitation 

include:
� Common elements of a contract

� The return of discounts, rebates, and applicable 
credits

� Type of contract



What are the types of contracts?What are the types of contracts?

� For formal purchasing, the SFA must 
decide if their solicitation will result  
in a:
� Fixed Price Contract (IFB or RFP)

� Cost Reimbursable Contract (only 
RFP)



WhatWhat’’ s the difference in contract s the difference in contract 
types?types?
� Fixed Price contract:

� Provides a stated price that is fixed, without any upward 
or downward adjustment for the duration of the contract, 
including for all renewal periods

� A firm-fixed price contract provides the maximum 
incentive for the contractor to control costs and perform 
effectively, and imposes the least administrative burden 
on the contracting parties

� May contain an economic price adjustment tied to an 
appropriate index



WhatWhat’’ s the difference in contract s the difference in contract 
types?types?
� Cost Reimbursable contract:

� Provides for payment of allowable costs incurred in 
performing the contract

� Appropriate to use when uncertainties involved in 
contract performance will not permit costs to be estimated 
with enough accuracy to use fixed price contracting

� Frequently occur in the School Nutrition Programs as cost 
plus fixed fee contract

� A cost plus fixed fee contract provides for the 
reimbursement of allowable costs plusthe payment of a 
fixed fee to the contractor



What are some of the common What are some of the common 
elements of a contract?elements of a contract?
� Contract duration

� Identification of the parties to the contract

� Scope of work

� Product specifications

� Type of contract

� Contract renewal options, including terms, 
conditions, and, as applicable, provisions for 
price changes



What are some of the common What are some of the common 
elements of a contract? contd.elements of a contract? contd.
� Contract modification and change procedures

� Contract termination rights for cause and 
convenience

� A clear methodology for tracking costs to ensure 
that they are net of applicable rebates, credits, 
and discounts

� The laws and regulations that govern the 
contract…

AND MORE!



How does the new rule apply here?How does the new rule apply here?
� For cost reimbursable contracts, SFAs must include 

the following provisions in all cost reimbursable 
contracts and in solicitation documents: 

� Allowable costs will be paid from the nonprofit school 
food service account to the contractor net of all 
discounts, rebates and other applicable credits 
accruing to or received by the contractor or any 
assignee under the contract, to the extent those credits 
are allocable to the allowable portion of the costs billed 
to the school food authority [210.21(f)(1)(i)]



How is the contract awarded?How is the contract awarded?
� The goals of sealed bidding and competitive 

proposals are to obtain the best product and 
services at the best and lowest price

� IFB is awarded through sealed bid to the 
lowest, responsive and responsible bidder

� RFP is also awarded to the lowest, most 
responsive offeror after negotiations have 
taken place



How is the contract awarded?How is the contract awarded?
� Invitation for Bid

� When bids are received each one must be time-stamped and dated

� Each bid is opened publicly and recorded in the presence of 
interested parties

� The point of a bid opening is to ensure that bid prices/responses 
are not altered after being opened

� Some examples of information that is read aloud for each bid is:

� name of bidder

� price

� products offered

� payment terms

� delivery date



How is the contract awarded? How is the contract awarded? 
� Request for proposals

� Price is the primaryfactor in the award of a contract when 
using competitive proposals

� Technical proposals are solicited, evaluated and ranked before 
cost is considered

� Once the SFA has identified its top-ranked offerors, the SFA 
enters into negotiations with these offerors

� Once equivalent proposals are obtained, the SFA requests these 
offerors submit best and final prices

� The award is then made to the offeror submitting the lowest 
pricesince all of the negotiated offers have been deemed 
acceptable


