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Introduction
On May 21, 2012, the Committee on Contracts (the Committee), chaired by Council Member Darlene Mealy, will hold an oversight hearing concerning the ways in which the City leverages its purchasing power to reduce costs in procurement.  Representatives from the Mayor’s Office of Contract Services (MOCS), the New York City Comptroller, advocates, and interested members of the community are invited to testify.
Background 

Scope and Structure of Procurement in New York City
New York City procures more goods and services than any other municipality in the nation.
  At any level of government, New York City is one of the country’s largest jurisdictions in terms of procurement.
  In Fiscal Year 2011, the City procured nearly $15 billion worth of supplies, services, and construction.
  
While individual agencies contract for needed goods and services in order to fulfill their missions,
 the Mayor’s Office of Contracts Services is responsible for overseeing the City’s procurement system.
  The procurement system is premised on goals of providing goods and services on time and at the best value for City taxpayers, while operating fairly and transparently, and ensuring the responsibility of City vendors.
  One way that MOCS achieves these goals is by managing each agency’s contracting activities via Agency Chief Contracting Officers (ACCOs).
  MOCS works with and oversees ACCOs in the development of procurement plans and ultimately approves contracting actions.
  
The Department of Citywide Administrative Services (DCAS), the City’s chief commodities purchaser, is responsible for the purchase and distribution of supplies and equipment to agencies across the City.
 
MOCS, together with DCAS, coordinates citywide purchasing.
Leveraging Purchasing Power
The sheer volume of a government’s purchasing affords it a significant negotiating position.  The federal government, for example, has engaged in a strategic sourcing initiative to, among other goals, leverage its buying power to drive down the costs of commonly purchased items.
  Specifically, utilizing a five-step process,
 the federal government streamlined procurement and lowered costs in areas including commercial off the shelf software, printing, delivery services, wireless telecommunications expense management services, and office supplies.
  

New York City has also leveraged its purchasing power to achieve cost savings for taxpayers.  For example, in October 2010, Mayor Michael Bloomberg and Microsoft CEO Steve Ballmer announced that the City entered into an information technology agreement to consolidate dozens of agency licensing agreements.
  It was estimated that this agreement would save the City $50 million over the succeeding five years.
  
Further, in Fiscal Year 2011, the City engaged in a number of voluntary cost containment negotiations with some of its largest vendors.
  These negotiations resulted in contract modifications projected to save taxpayers $13 million.
     

Such examples notwithstanding, a question exists whether the City takes full advantage of its purchasing power.  That is, what, if any, protocols exist to ensure that cost savings are sought and achieved as a matter of course?  Has the City mined other agency products to determine whether there is room for consolidation of the sort achieved with the Microsoft agreement?  To the extent that vendors volunteered to reduce costs in Fiscal Year 2011, what, if any, mechanisms were in place to negotiate such savings at the start of the contracts?
In 2011, David Yarkin, a former deputy secretary of the Pennsylvania Department of General Services who currently advises state and local governments on purchasing, raised concerns regarding the City’s procurement in a New York Times op-ed.
  Noting that DCAS administered 19 separate contracts for plumbing supplies, Yarkin observed that “New York City is one of the largest buyers in the world, but it doesn’t act like one.”

Objectives
The City has, on occasion, trumpeted the leveraging of its buying power.  Today’s hearing will explore the extant protocols, procedures, and practices, if any, that MOCS, DCAS, and other agencies employ to routinely and systematically maximize savings to City taxpayers. 
� New York City Mayor’s Office of Contract Services, Agency Procurement Indicators Fiscal Year 2011, at 1, available at � HYPERLINK "http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf" �http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf�.


� Id.


� New York City Mayor’s Office of Contract Services, Agency Procurement Indicators Fiscal Year 2011, at 3-4, available at � HYPERLINK "http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf" �http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf�.


� New York City Mayor’s Office of Contract Services, Agency Procurement Indicators Fiscal Year 2011, at vi, available at � HYPERLINK "http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf" �http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf�.


� See Mayor’s Office of Contract Services website, � HYPERLINK "http://www.nyc.gov/html/mocs/html/about/about.shtml" �http://www.nyc.gov/html/mocs/html/about/about.shtml�.


� Id.


� Id.


� Id.


�  Supra note 1.


�  See U.S. General Services Administration website, Federal Strategic Sourcing Initiative, � HYPERLINK "http://www.gsa.gov/portal/category/25623" �http://www.gsa.gov/portal/category/25623�.


� See Strategic Sourcing Process, available at � HYPERLINK "http://www.gsa.gov/graphics/fas/TheStrategicSourcingProcess.pdf" �http://www.gsa.gov/graphics/fas/TheStrategicSourcingProcess.pdf�.


� Supra note 10.


� See Press Release, Mayor Bloomberg and Microsoft CEO Steve Ballmer Announce First of Its Kind Partnership to Kepp Ne wYork City at the Cutting Edge of Technological Innovation While Saving Taxpayer Dollars, Oct. 20, 2010, available at � HYPERLINK "http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2010b%2Fpr439-10.html&cc=unused1978&rc=1194&ndi=1" �http://www.nyc.gov/portal/site/nycgov/menuitem.c0935b9a57bb4ef3daf2f1c701c789a0/index.jsp?pageID=mayor_press_release&catID=1194&doc_name=http%3A%2F%2Fwww.nyc.gov%2Fhtml%2Fom%2Fhtml%2F2010b%2Fpr439-10.html&cc=unused1978&rc=1194&ndi=1�.


� Id.


� New York City Mayor’s Office of Contract Services, Agency Procurement Indicators Fiscal Year 2011, at ix, available at � HYPERLINK "http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf" �http://www.nyc.gov/html/mocs/downloads/pdf/procurement_indicators_2011.pdf�.


� Id.


� David Yarkin, Saving States the Sam’s Club Way, New York Times, Feb. 28, 2011, available at � HYPERLINK "http://www.nytimes.com/2011/03/01/opinion/01Yarkin.html?_r=1" �http://www.nytimes.com/2011/03/01/opinion/01Yarkin.html?_r=1�.


� Id.
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