
MEMORANDUM 

February I 0, 2020 

TO: Government Operations and Fiscal Policy Committee 

FROM: Kristen Lath~ Senior Legislative Analyst 
~on Trombka, Senior Legislative Analyst 

Office of Legislative Oversight 

GO Committee #1 
February 13, 2020 

Worksession 

SUBJECT: Follow Up to Office of Legislative Oversight Report on Reverse Auction 
Purchasing 

PURPOSE: Update and Discussion 

In October 2018, the Government Operations and Fiscal Policy Committee received a briefing 
from the Office of Legislative Oversight (OLO) on Report 2018-4: Reverse Auction Purchasing. 
The Executive Summary of Report 2018-4 appears on ©1-4. The County Council directed the 
OLO to prepare a report that describes the use of reverse auctions in public sector purchasing, 
identifies the ·benefits and drawbacks, and discusses potential future use by the Montgomery 
County Government. The report is available online at: 
https://www.montgomerycountymd.gov/0LO/Resources/Files/2018%20Reports/ReverseAuction 
Purchasing2018-4.pdf. 

Following that meeting, GO Chair and then-Council President Navarro sent the attached 
memorandum requesting that the County Executive undertake effort to: (I) educate contract and 
budget managers about reverse auction services available for County Government purchases; (2) 
identify goods and services that are suitable for reverse auction bidding; and (3) pilot the use of 
reverse auctions for at least two procurements (see© 1-2). The purpose of this meeting is for 
Office of Procurement to update the GO Committee on progress made to date in the use of 
reverse auctions for County Government purchasing. Ash Shetty, Director of the Office of 
Procurement and Pam Jones, Chief of the Procurement Division will present to the GO 
Committee. Copies of the presentation are available on ©3-7. 

Reverse Auction Overview 

The term, "reverse auction," refers to a purchasing method in which vendors compete to sell 
goods or services to a buyer. In a reverse auction, the buyer identifies the goods and services to 
be purchased and potential sellers bid against one another to make the sale; this type of auction 
typically produces progressively lower prices. 

https://www.montgomerycountymd.gov/OLO/Resources/Files/2018%20Reports/ReverseAuctionPurchasing2018-4.pdf


The reverse auction process is similar, in many ways, to more traditional procurement methods. 
As with other solicitations, the reverse auction process begins with the purchasing department 
issuing a solicitation document that describes the required specifications for the goods and 
services to be purchased, as well as the terms and conditions of the contract. Government 
purchasing departments commonly require pre-registration for vendors that are interested in 
participating in a reverse auction (similar to the pre-registration requirement for sealed bids). 

In a reverse auction, registered vendors submit bids online. As the reverse auction progresses, 
bidders can view all bids in real time (with vendor names concealed), including the current low 
bid. Unlike most other solicitation methods, vendors participating in a reverse auction may 
submit multiple bids, adjusting their prices lower in response to their competitors' offers. The 
auction continues either for a pre-determined duration (for example, ten minutes) or until a 
designated amount of time passes since the last bid. When the bidding closes, the buyer 
completes the contract award using the same process used for traditional solicitations. 

Summary ofOLO Findings 

Based on a review of academic research and interviews with public sector procurement officials, 
OLO report offered several findings, including: 

A. State and local government procurement officers who have managed reverse auctions 
believe that reverse auctions can produce significant cost savings. 

State and local government procurement officers who managed reverse auctions attest that 
reverse auctions produced significant cost savings even when considering the offsetting costs 
associated with running a reverse auction. 

B. Only certain types of goods and services are well suited for purchase via reverse auction. 

Reverse auctions are not appropriate for all types of purchasing but are best suited for purchasing 
goods and services that are readily defined with precise and unambiguous specifications. In 
addition, reverse auctions have been found to work particularly well when purchasing items with 
minimal differences in product quality and which are sold by multiple vendors. 

C. Reverse auctions are not appropriate for small dollar value purchases in which the cost 
savings do not offset additional costs. 

Reverse auctions are not appropriate for small scale purchases. The dollar value for small 
purchases are unlikely to offset the service provider fees and the administrative and staff costs 
associated with executing a reverse auction. 

D. Pre-qualification of vendors is essential when using price as the final determinant/or 
contract award. 

Government agencies that use reverse auctions universally pre-qualify vendors prior to the 
bidding stage. Government buyers establish minimum acceptable qualifications for bidders 
including those related to the vendor's credentials, experience, expertise, past performance, labor 
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pool, equipment, and other standards. Vendors must demonstrate that they meet all the pre
qualification standards to be included in a short list of those invited to bid in the reverse auction. 

Memorandum from the Council President /GO Chair 

Based on the findings of the OLO report and the subsequent GO Committee, GO Chair and then
Council President Navarro sent a memorandum requesting that Executive Branch undertake the 
following three steps: 

1. Educate departmental contract and budget managers about the soon-to-be-available 
reverse auction provider services available for County Government purchases. The Office 
of Procurement should inform contract managers and budget managers in other departments 
about the potential for reverse auctions to produce cost savings and of the availability of the 
service provider to host a reverse auction. 

2. Proactively review upcoming solicitations to identify goods and services that are suitable 
for reverse auction bidding. Reverse auctions are best suited for purchasing goods and 
services sold by multiple vendors for products that have clearly defined specifications. The 
Office of Procurement should review upcoming purchases to identify those that are suitable 
for reverse auction bidding. 

3. Pilot the use of reverse auctions for at least two procurements by the end of Calendar Year 
2019. The County Government should pilot the use of this bidding methodology. A pilot 
would allow for evaluation of several matters including: methods for assessing the effect of 
reverse auctions on contract price; administrative and staffing requirements; vendor pre
qualification procedures; services provided by the provider; and responses from the vendor 
community. The pilot should include a minimum of two solicitations (other than for fuel) by 
the end of Calendar Year 2019. 
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MONTGOMERY COUNTY COUNCIL 
ROCKVILLE, MARYLAND 

COUNCIL PRESIDENT NANCY NAVARRO 

DISTRICT4 

MEMORANDUM 

Monday, December 10, 2018 

TO: County Executive Marc Eirich 

FROM: Council President Nancy Navarro 

SUBJECT: Reverse Auction Purchasing 

In October the County Council's Government Operations and Fiscal Policy Committee received a briefing from 
the Office of Legislative Oversight (OLO) on the use of reverse auctions in public sector purchasing. As you 
know, OLO prepared this report at your suggestion. The term, "reverse auction," refers to an online purchasing 
method in which the buyer identifies the goods and services to be purchased and potential sellers bid against one 
another and may submit multiple bids, adjusting their prices lower in response to their competitors' offers. 

Reverse auctions are best suited for purchasing goods and services that are readily defined with precise and 
unambiguous specifications. In addition, reverse auctions have been found to work particularly well when 
purchasing items with minimal differences in product quality and whlch are sold by multiple vendors. OLO found 
that government procurement officers who have managed reverse auctions believe that reverse auctions can 
produce significant cost savings for certain types of goods and services. OLO further noted that the Department 
of General Services recently awarded a contract for a service provider to host reverse auctions for future County 
Government fuel purchases. The contact includes a provision allowing the County to retain the service provider 
to conduct reverse auctions for commodities other than fuel. 

Based on OLO findings, the GO Committee unanimously requests that Executive Branch undertake the following 
three steps: 

1. Educate departmental contract and budget managers about the soon-to-be-available reverse auction provider 
services available for County Government purchases. The Office of Procurement should inform contract 
managers and budget managers in other departments about the potential for reverse auctions to produce cost 
savings and of the availability of the service provider to host a reverse auction. 

2. Proactively review upcoming solicitations to identify goods and services that are suitablefor reverse auction 
bidding. Reverse auctions are best suited for purchasing goods and services sold by multiple vendors for 
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products that have clearly defined specifications. The Office of Procurement should review upcommg 
purchases to identify those that are suitable for reverse auction bidding. 

3. Pilot the use of reverse auctions for at least two procurements by the end of Calendar Year 2019. The County 
Government should pilot the use of this bidding methodology. A pilot would allow for evaluation of several 
matters including: methods for assessing the effect of reverse auctions on contract price; administrative and 
staffing requirements; vendor pre-qualification procedures; services provided by the provider; and responses 
from the vendor community. The pilot should include a minimum of two solicitations (other than for fuel) by 
the end of Calendar Year 2019. 

Finally, we request that the Director of Procurement report to the Council by the end of Calendar Year 2019 on 
the three steps listed above. 

We look forward to working with you and your team to further improve the County's procurement process. 

cc: Councilmembers 
Andrew Kleine 
PamJopes 
Chris Cihlar 
Kristen Latham 
Aron Trombka 
Linda Price 
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Reverse Auction 

Background 
• County Council Committee Session on reverse auctions occurred on October 

29, 2018. 

• The Office of Procurement (PRO) anticipated 18-24 months to provide 
training, search for additional reverse auction opportunities, conduct reverse 
auctions and document results/lessons learned. 

• The reverse auction RFP from the Department of General Services (DGS) for 
Third Party Consultant Services Fuel Procurement and Other Commodities 
was issued and the resultant contract executed in October 2018. 

• The initial pricing proposed by the contractor only included fuel and energy 
related commodities. 

• PRO worked with DGS to develop and execute Amendment No. 1 to the 
reverse auction consultant contract to incorporate percentage pricing for non
fuel/energy commodities. This amendment was executed on October 2019. 
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Reverse Auction 

Educational Efforts and 
Identification of Reverse Auction Opportunities 

• In March 2019, PRO invited multiple County Departments to 
its office for a presentation and training on reverse auctions 
by the reverse auction consultant and to experience a live 
reverse auction. 

• PRO requested DGS to obtain recommendations from the 
consultant on possible categories for non-fuel/energy 
purchases, which was reviewed. 

• PRO specialists have been discussing potential reverse auction 
candidates with departments as contracts enter the last 
contract term. 
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Reverse Auction 
Pi lot Efforts 

• Once the reverse auction consultant contract was executed, the County was in immediate 
need to begin preparation of the replacement cooperative contract for fuel. Efforts with the consultant and with DGS Fleet were focused to ensure a successful replacement for this 
critical commodity. 

• The Fuel reverse auction IFB was issued with the live auction occurring March 2019. This IFB involved multiple COG member agencies and the County took the lead. The contract was 
executed on May 1, 2019. 

• The County considered several candidates for reverse auction but determined the factors 
present did not support this approach or did not support it at that time: 

Salt: this County led cooperative solicitation had to be awarded in the summer to ensure 
better pricing. Due to the contract expiration date, summer award and since the new 
consultant contract had not been executed, the timing did not work out for this 
issuance. This salt cooperative contract was awarded August 2018. 
Sodium Hypochlorite for Swimming Pools: while the estimated contract value was 
reasonable for a reverse auction, the number of interested firms was low. 
Exercise equipment maintenance for Police/Fire: while there are several firms that can 
provide these services, the industry is structured with exclusive distributors for certain 
areas. 
Printing Supplies: this was initially tagged by PRO and DGS as a possible reverse auction. 
However after further discussion, the items needed (coil binding, cartridges, drums, 
etc.), estimated value of $100K and the small pool of vendors didn't warrant a reverse 
auction. 
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Reverse Auction 
Pilot Efforts - Continued 

The County has been working with the Department of Transportation (DOT) to develop a reverse auction for multi-agency ready-made uniforms (IFB). PRO anticipates issuing a reverse auction in the summer. This solicitation has previously received multiple bids and has a high dollar value to garner interest. Currently, coordination with multiple departments and divisions is underway to update requirements and a meeting with the reverse auction consultant is scheduled for March. 
Custodial Services for indoor pools was previously reviewed and a decision made not to move 
forward with a reverse auction. Traditionally, this industry has had a lower pay scale and the 
County wanted to ensure bids came in at the Living Wage rate or above. However, this will be revisited with the Department of Recreation who is interested in supporting reverse auctions. We will discuss with the consultant and County Attorney's office if the next iteration can be issued as a 
reverse auction with the possibility of setting a minimum rate for the bidding. 
PRO is meeting with DGS to discuss future paper purchases as a reverse auction. 
PRO will work with ABS to review the liquor store paper bags as a reverse auction when the 
solicitation is ready to re-issue sometime in 2021. The current contract was solicited at the end of 2018 soon after the reverse auction consultant was on board and there wasn't sufficient time to redevelop that IFB prior to its issuance time. 
PRO will work with the Department of Recreation to review its staff apparel contract for reverse auction when the solicitation is ready to re-issue sometime in 2021. 
PRO is expected to add three category manager positions in FY21. These positions will add capacity to assist procurement specialists to proactively search for additional reverse auction opportunities 
across departments. 
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