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B Y  D AV I D  H U B L E R

T
he State Department found a
diplomatic solution to purchas-
ing commercial products and
technology without alienating
vendors or paying top dollar.

Foggy Bottom procurement officials now
use FedBid’s reverse auction technology to
negotiate the lowest price for everything
from light bulbs to laser printers.

In a reverse auction, sellers try to meet
the specific needs of a purchaser by un-
derbidding their competitors within an al-
lotted time period. Registered agency pro-
curement officials list their needs on
FedBid’s Web site and vendors bid down
the price. In the end, the lowest bidder gets
the sale.

In 2002, FedBid officials met with John
Stever, division director for information

technology contracts at State, and his boss,
Cathy Read, the department’s director of
acquisitions management. They agreed to
a yearlong FedBid trial program to pur-
chase products for the department and its
embassies and consulates worldwide.

“Initially, it was [to buy] computer
products, monitors, commodity products
from the major manufacturers,” said Dou-
glas Stuck, director for civilian agencies at
FedBid. State conducted more than 1,100
reverse auctions in the trial program worth
about $39 million, for a net savings of $4.1
million, Stuck said.

Since then, State has completed 4,700
reverse auctions worth $169 million, for a
savings of $17.6 million from its original
expected expenditure of $186.7 million,
Stuck said.

Stever said State buys computers, soft-
ware licenses, office equipment and other
commodities via the auction process. “Re-
verse auctions in general have saved us mil-
lions of dollars,” he said.“That doesn’t even
touch the fact that we haven’t had to increase
[procurement] staffing in a long time.”

Stever said State’s average savings from
2002 to 2005 have been 6 percent to 10 per-

cent of estimated costs. “I’m a very strong
proponent of reverse auctions,” he added.

In one overseas procurement, State used
the reverse auction to solicit bids for Cis-
co Systems and Hewlett-Packard comput-
ers from resellers registered with the Gen-
eral Services Administration, said Geoffrey
Miller, FedBid’s chief operating officer. State
allocated $50,250 for the purchase. Six re-
sellers bid to make the sale, which ended
up costing State $45,375 — a savings of
$4,875.

“When IBM and Dell can get in the ring
and knock each other around, that’s good
for the [purchasing] agency and that’s good
for FedBid in that we can really deliver
some substantial savings,” Stuck said.

Federal agencies are increasingly chal-
lenged to be creative in their procurement
methods, he said. Reverse auctions stream-
line the administrative burden and costs of
collecting competing quotes, in addition
to the bottom-line savings. “It’s all about
time — saving vendors’ time to sell and
purchasers’ time to buy,” Miller said.

FedBid has two new trial programs un-
der way at the Defense and Homeland Secu-
rity departments, Stuck said. But reverse auc-
tions are not popular with everyone.

Christopher Yukins, associate professor
of government contract law at George
Washington University School of Law, said
reverse auctions can be abused because
they are not federally regulated.

“The working assumption is that re-
verse auctions are used primarily for small
commodity items and therefore the over-
all risk to the government isn’t significant,”
he said. There is nothing to keep someone
from using reverse auctions for large pur-
chases, however, and that could lead to
problems with costs and quality, he added.

But Luther Tupponce, vice president
and general counsel at FedBid, said quali-
ty is not discounted. “Even for simplified
acquisitions, the [Federal Acquisition Reg-
ulation] encourages buyers to award con-
tracts based on best value, and in our ex-
perience, buyers overwhelmingly adhere
to that approach.” �
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BUSINESS

FISCAL 2002 FISCAL 2005

Number of transactions 1,108 1,693

Average number of firms bidding 6 7 

Average number of bids per transaction 15 16

Independent government estimate of costs $41,027,531 $72,438,793

Final awarded price $36,894,011 $64,586,511

Net savings $4,133,519 $7,852,281

Net savings as percent of estimated costs 10% 10.8%

Percent of dollars to small business 50% 54%

Source: FedBid

Dollar diplomacy
In fiscal 2002, the State Department began a yearlong trial program using FedBid’s reverse auction
Web site. The goal was to see whether State could purchase commercial information technology and
other goods at significant savings compared with retail or contract prices. Based on the results of the
test, State chose to continue the program. 

Here are results from fiscal 2002 and fiscal 2005.
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