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CHAIT ER I

INTRODUCTION

Orientation to the Study

The problems of governmental purchasing are essentially

the same as those of large private businesses. Coordination

of the work between the purchasing agent and other respon-

sible officers charged with the procurement of materials is

required. by both governmental agencies and private enter-

prises. For both govermental agencies and private enter-

prises, it is undoubtedly true that substantial savings

may be achieved through efficient quantity purchasing.

Therefore, with regard to purchasing procedures, it is easy

to see that the tendency in recent years has been toward

centralization.

The centralization of governmental purchasing is a step
forward in public administration which attempts to remedy
many of the defects of competitive purchasing which are in-m
herent in independent purchasing by governmental agencies

and the "inherent lack of integration in govermental organi-
zation. ft

Arthur G. Thomas, Prnciples of Government Purchasina,p. 8. W0^VMM
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Statement of the Problem

The investigator made a study of the history, philoso-

phy, method, and operation of centralized purchasing as it

now exists for the state-supported institutions in the State

of Texas and other selected states (New Hampshire, Montana,

Michigan, Nebraska, and Minnesota).

Definition of Terms

The term centralized purchasing denotes the delegation

to one office of the authority to purchase supplies, mate-

rials, and equipment needed by the operational branches of

the organizations over vhich it has control.

The term tate-SUpported institutions denotes those

institutions in the State of Texas and other selected states

whose purchasing is centralized and administered by a govern-

ing board or agency.

Purpose of the Study

The investigator had the following purposes in develop-

ing the study:

1. To study the history of centralized purchasing in

state governments of the United States.

2. To determine the statutory law provisions and opera-
tional procedures of centralized purchasing for the state-

supported institutions in the State of Texas.

3. To attempt to discover any shortcomings of the
present system of centralized purchasing in the State of

Texas.
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4. To analyze the system of centralized purchasing in
Texas and compare that system with other systems of cen-

tralized purchasing used in various selected states.

S. To make recommendations, if any, for improving the

present system of centralized purchasing for the state-

supported institutions in the State of Texas.

Limitations of the Study

The study was limited to the state-supported institu-

tions in Texas, New Hampshire, Montana, Michigan, Nebraska,

and Minnesota. After writing personal letters to the pur-

chasing agents of sixteen selected states, selected on the

basis of geographical location and system of purchasing used,

the investigator concluded that a more inclusive comparison

of centralized purchasing for state-supported institutions

was impracticable. This conclusion was derived from the

fact that out of seven answers received, only six contained

information relating to the study.

Survey of Related Studies

A survey of related studies in the field of centralized

purchasing indicated that none had dealt with the operation

of centralized purchasing in the state-supported institutions

in the State of Texas. The five studies made in the field

dealt with the operation of centralized purchasing in the

United States as a whole, or only for a specified state.

MMOVAMUM,
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Bane's study, Book of the States,2 includes a chapter

on "Purchasing in the States." The purpose of his study was

to show how the centralization of purchasing is tied in with

the governmental structure of the states, the various degrees

of centralization in each state, expansions in purchasing

functions in each state, and the costs of operating the cen-

tralized purchasing systems in each state.

Three studies by Forbes, Governmental Pure n3

PurehaingLaws, 4 and a chapter from Annals of the.Ac

of Political and Social Sciences,5 deal with purchasing in

the United States as a whole. Governmental PurchasinE dis-

cusses the expenditures and regulations of purchasing in the

United States Government. Purchasing Laws discusses pur-

chasing laws which apply to governmental purchasing. The

chapter from Annals of the Academy of Political and Social

Sciences, "Centralized Purchasing in Governments of the

United States and Canada," cover the history of centralized

purchasing.

A master's thesis on the operation of centralized pur-

chasing in the State of Arkansas was written at the Univer-

sity of Arkansas in 1941, but the study dealt primarily with

the office of the purchasing agent.

Frank Bane, The Book of the States, pp. 887-895.

Russell Forbes, Governmental purchasing.

Russell Forbes, Purchasing Laws.

SRussell Forbes, "Centralized Purchasing in Governmentsof the United States and Canada," Annals of the Acadm ofPolitical and Social Sciences, CXIII (192IIT,."272.y



Treatment of Data

The data gained resolved themselves into three general

divisions. They were: (1) history of centralized purchasing

in state governments of the United States, (2) statutory law

provisions and operational procedures of centralized purchas-

ing for the state-supported institutions of Texas, and (3)
centralized purchasing in selected states. The main body of

the thesis is composed of a discussion of the system of cen-

tralized purchasing in Texas and a comparison of that system

with systems of centralized purchasing used in the selected

states.

Sources of Data

There were two sources of data for the study: (1)

documentary sources, which include professional books, bulle-

tins, research studies, and periodicals, and (2) personal

letters from the purchasing agents in the states of New

Hampshire, Montana, Michigan, Minnesota, Nebraska, and Texas.



CHAPTER II

HISTORY OF CENTRALIZED PURCHASING IN STATE

GOVERNMENTS OF THE UNITED STATES

Centralized purchasing in the United States is of com-

paratively recent origin. Alexander Hamilton urged the

adoption of some form of a central purchasing agency for

government buying. He was one of the first to recognize

the economies made possible by the centralization of govern-

ment purchasing. However, the movement gained little mo-

mentum until almost the beginning of the present century.

In 1897, Iowa established a Board of Control with the

authority to supervise the buying of all supplies for the

penal and charitable institutions of the state. Texas be-

came the first state to create a State Purchasing Agent in

1899. In 1910, Oklahoma was the first state to try central-

ized purchasing for the entire state organization by charging

the State Board of Supplies with purchasing all supplies for

all state departments and institutions. 2

The ten years from 1910 to 1919 witnessed sixteen states

adopt centralized purchasing and create central purchasing

1Russell Forbes, "Centralized Purchasing in Governments
of the United States and Canada," Annals of the Academy of
Political and Social Sciences, CXIII(1924IT,T7 27

2Ibid.
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agencies. Included in the sixteen were Minnesota (1913),

Nebraska (1913), Illinois (1917), and-New York (1918). The

purchasing agent for the State of Arkansas was created by a

statute of the state legislature in 1923.

There are at the present time only four states that

have no central purchasing set-up in their administration.

These states are Delaware, Mississippi, Nevada, and South

Carolina. Those individuals in charge of centralized pur-

chasing have various titles and various degrees of centrali-

zation as shown by the information presented in Table 1.

Centralized purchasing is often introduced as a part of a

move toward administrative reorganization in state govern-

ment.

Centralized purchasing has been almost universally

adopted in private business, state governments, municipali-

ties, and other agencies in which large purchases are neces-

sary because of the economies. "The expenditures for the

material needed to maintain its varied activities in the

average government consume from twenty to thirty per cent

of the current operating budget." 3 "Experience has demon-
strated beyond a doubt that by centralized purchasing, the
unit cost of supplies, materials, and equipment can be re-
duced, on an average, from ten to fifteen per cent."4

3 Russell Forbes, Government , r, 4.
4Ibid.
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Advantages of Centralized Purchasing

The advantages of centralized purchasing have been sum-

marized by Forbes in his book on Governmental Purcha as

follows:

1. Reduction of overhead cost through reduction in

personnel.

2. Lower unit costs and better delivery service.

3. Reduction in the volume of "paper work."

4. Standardization and adoption of standard specifi-

cations.

5. Centralized supervision over:

(a) inspection of deliveries;

(b) storage and distribution of stock; and

(c) interdepartmental transfers and sales of surplus

stock.

6. Closer accounting control over expenditures.

7. Saving of discounts through prompt payment of

invoices.

8. Employment of a full-time purchasing staff:

(a) tends to improve buying techniques; and

(b) tends to eliminate graft and favoritism.

9. Simplification of the vendor's problem through:

(a) solicitation of business from one purchasing

office;

(b) reduction in the number of orders and deliveries;

and
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(c) reduction in account-keeping with the govern-

ment.

With regard to the first point, it is obvious that the

elimination of duplication of department buying will greatly

reduce the number of persons engaged in buying. A much

smaller staff, working full time on purchasing, can handle

the total purchases because the number of orders and the

number of contracts will be materially lessened,

Centralized purchasing facilitates closer accounting

control over expenditures. When purchases are made through

one department, rather than through a great number of depart-

ments, proper teamwork between the purchasing and accounting

officials permits more accurate checking of invoices and

more prompt payments, which, in turn, facilitates closer

accounting control.

All of the listed advantages of centralized purchasing

may not apply to each central purchasing agency, due to

statutory limitations upon its power and the method of ad-

ministration. For example, the statute creating the agency

may make no provision for storage and distribution of goods,

or at best, an inadequate provision with regard to storage.

As a whole, centralized purchasing attempts to remedy

the faults of separate departmental and institutional pur-

chasing. Centralized purchasing attempts to obtain large

Ibid., p. 12.
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discounts on wholesale lots, standardization of goods bought,

and attempts to eliminate favoritism, collusive bidding, and

other evils of purchasing.

Disadvantages of Centralized Purchasing

The disadvantages of centralized purchasing have been

summarized by Forbes in his book on Governmental Purchasing

as follows:

l. The purchase of quality unsuited to the requirements

of the using agencies.

2. Delay in securing deliveries.

3. Securing larger stocks than necessary through

"bargain" purchases.

4. Over-emphasis on low prices at the expense of

quality.

The disadvantages of centralized purchasing, however,

arise largely from improper administration. The second dis-

advantage listed above may be due to a purchasing system

that is clumsy and inflexible. The delegation of discre-

tionary powers to the purchasing agent enabling him by ad-

ministrative rules and regulations to govern the details of

procurement can do much to remedy this defect.6

Table 1 is an alphabetical list of each of the forty-

eight states in the United States with the title of the

person in charge of purchasing articles and supplies for the

6Arthur N. Holcombe, State Government in the United
States, p. 425.-
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state-supported institutions in each state, and the state

agency to which the person in charge of purchasing is re-

sponsible.

TABLE 1

COMPLETE LIST OF TITLES AND ADMINISTRATIVE AGENCIESIN CHARGE OF CENTRALIZED PURCHASING BY STATES*

Title of Person in Charge
State of Purchasing IState-Agency

Alabama

Arizona

Arkansas

California

Colorado

Connecticut

Purchasing Agent

Purchasing Agent

Purchasing Agent

Purchasing Agent, State
Bureau of Purchasing

Purchasing Agent

Supervisor of Purchases

rida Supply Clerk Board of Commis-
sions of State
Institutions

rgia Supervisor of Purchases Department of
Purchasing

0 Purchasing Agent Purchasing De-
partment

*Source: Frank Bane, The Book of States, pp. 89o-95

Department of
Finance

Board of Direc-
tors of State
Institutions

Department of
Finance e

Executive De-
partment

Department of
Finance and
Control

awareDeli

Flo3

Geo

Idah

0 1* 0 0 * * * a & a
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TABLE 1--Continued

Title of Person in Charge
State of Purchasin State Aene

Illinois

Indiana

Iowa

Kansas

Kentucky

Louisiana

Maine

Maryland

Massachusetts

Michigan

Minnesota

Mississippi

Missouri

Montana

Purchasing Agent, Division
of Purchases and Supplies

Purchasing Agent, Central
Purchasing Bureau

Purchasing Agent

Business Manager

Director, Division of
Purchases and Public
Property

Director of Finance

State Purchasing Agent,
Bureau of Purchases

State Purchasing Agent,
Central Purchasing
Bureau

Purchasing Agent, Pur-
chasing Bureau

State Purchasing Agent

Commissioner of Purchases

Purchasing Agent

Purchasing Agent

Department of
Finance

Executive De-
partment

Executive Coun-
cil

Board of Adminis-
tration

Department of
Finance

Department of
Finance

Department of
Finance

Department of
Finance

Department of
Administration
and Finance

State Adminis-
tering Board

Commission of
Administration
and Finance

Purchasing De-
partment

Purchasing De-
partment
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TABLE 1--Continued

Title of Person in Charge
State of Purchasin3 State Agency

Nebraska

Nevada

New Hampshire

New Jersey

New Mexico

New York

North Carolina

North Dakota

Ohio

Oklahama

Oregon

Pennsylvania

Rhode Island

South Carolina

South Dakota

Purchasing Agent, Division
of Purchases and Supplies

Purchasing Agent

Purchasing Commissioner

Governor

Commissioner, Division of
Standards and Purchases

Director of Purchases and
Contracts

State Purchasing Agent,
State Supply Department

Chief, Division of Pur-
chases and Printing

Chairman

Secretary, Purchasing
Department

Director of Purchases

Purchasing Agent

Director, Division off
Purchasing and Printing

Tax Commissioner

Purchasing De-
partment

Purchasing De-
partment

Governor

Executive De-
partment

Executive De-
partment

Board of Ad-
ministration

Department of
Finance

Board of Public
Affairs

Board of Control

Department of
Property and
Supplies

Department of
Coordination
and Finance

Department of
Finance
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TABLE 1--Continued

Title of Person in Charge
state of Purchasin state Agency

Tennessee State Purchasing Agent Department of
Purchasing

Texas Chief of Purchasing Divi- Board of Control
sion

Utah Executive Secretary Board of Supplies
and Purchases

Venmont State Purchasing Agent Purchasing De-
partment

Virginia Director, Division of Department of
Purchasing and Printing Finance

Washington Supervisor of Purchasing, Department of
Division of Purchasing Finance, Budget

and Business
West Virginia Director of Purchasing Purchasing De-

partment

Wisconsin Director of Purchases, Executive De-
Bureau of Purchases partment

wyoming. Purchasing AgentBoard of Supplies

According to Table 1, each of the forty-eight states in

the United States, with the exception of Delaware, Missi-

sippi, Nevada, and South Carolina, has a purchasing agent

whose specified and assigned duty is to purchase supplies

and equipment for the state-supported institutions in that

state. These supplies and equipment include such things as

furniture, fixtures, metal utensils and appliances, shoes,

clothing, agricultural and manufactured products, with the

exception of perishable goods, technical instrumEats, and

books.
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In different states the purchasing division is em-

bodied in different departments of the state government.

In Alabama, California, Connecticut, Illinois, Kentucky,

Louisiana, Maine, Maryland, Massachusetts, Minnesota, Ohio,

Rhode Island, South Dakota, Virginia, and Washington, the

purchasing agent is under the jurisdiction of the Department

of Finance.

The purchasing agents of Colorado, Indiana, Iowa, New

York, North Carolina, and Wisconsin are supervised by the

Executive Departments.

The Purchasing Department controls the purchasing agents

of Georgia, Idaho, Missouri, Montana, New Hampshire, New

Jersey, Tennessee, Vermont, and West Virginia.

In Kansas, Michigan, and North Dakota, the purchasing

agent is under the jurisdiction of the Board of Administra-

tion.

In Pennsylvania, Utah, and Wyoming, the Board of Sup-

plies supervises the purchasing agent; in Oregon and Texas,
the State Board of Control; in Florida, the Board of Com-

missions of State Institutions; in Nebraska, the Tax Com-
missioner; and in Oklahoma, the Board of Public Affairs.

Although a purchasing agent is named for the State of
Arizona, each state-supported institution has its own pur-
chasing agent who is directly responsible to the board of
directors of that institution. This clarification was



received from Wesley Bolin, Secretary of the State of

Arizona.

The purchasing agent of the State of Arkansas is a
separate agency of the state government of Arkansas. The
agent is not under the jurisdiction of any one department,
but is directly responsible to the governor.

The Governor of the State of New Mexico is the pur-
chaser f or the state-supported institutions and all state
departments.



CHAPTER III

STATUTORY LAW APPLICABLE TO THE TEXAS

PURCHASING DIVISION

The material in this chapter has been taken from

Vernon's Revised Civil Statutes of the State of Texas,

Articles 631 through 664, Revision of 1948, Supplements of

1949-1950, and put in the writer's own words. The original

statutes and articles may be found in Appendix A.

Legislative Creation of the Texas
Purchasing Division

The office of the State Purchasing Agent for the State

of Texas was created in 1899 by an act of the Legislature.

However, in 1919, the Thirty-sixth Legislature abolished

the office of State Purchasing Agent and all the laws re-

lating to the office. These laws were made to apply to the

State Board of Control. This Board of Control carried out

the duties of the State Purchasing Agent by being given the

authority, in Article 631, to appoint a Chief in the Division

of Purchasing. The Chief of the Division of Purchasing

should not have had less than five years' experience im-

mediately preceding his appointment. This experience must

have been acquired as a purchaser for a department store or
wholesale establishment. No person without this experience
will be considered eligible for the position.

17



Term of Office

The Chief of the Purchasing Division, as provided in

Articles 632 and 633, is appointed to hold this office for a
term of two years from the date of his qualification, and

until his successor is appointed and qualified. He is not

allowed to receive any extra compensation in the way of com-

missions or otherwise. The Chief of the Purchasing Division

is obligated not to be interested in or connected with any

contract or bid for furnishing supplies or articles of any

kind to any institution, or with any person, firm, or cor-
poration connected with the contract or bid. The Chief of
the Purchasing Division will not receive any part of his
salary while he is in arrears in his accounts and reports.

Departmental Supplies

The Chief of the Purchasing Division, in accordance

with Article 634, purchases all of the supplies used by
each department of the State Government, including the
State Prison system, each eleemosynary institution, Normal
Schools, Agricultural and Mechanical College, University of
Texas, and all other State Schools or Departments of the
State Government.1 This includes those now in operation and
those which may be created at a later date. These supplies
include furniture and fixtures, and all other things except
strictly perishable goods, technical instruments, and books.

TAlthough Normal Schools have been changed to TeachersColleges, the law shows them as Nomal Schools.
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Contracts with State Prison Board

Article 634t authorizes the Chief of the Purchasing

Division to make contracts with the State Prison Board for

the purchase of supplies, equipment, and materials for use

by other state institutions. These contracts cover food,

supplies, clothing, shoes, metal utensils and appliances,

furniture and fixtures, and any and all other supplies or

agricultural or manufactured products for use by the State

in any of its departments, omissions, board, office, or

eleemosynary or educational institutions, under the direc-

tion of the Board of Control.

Bids on Public Contracts; Mailing
Lists of Contractors

The Chief of the Purchasing Division, acting under the
provisions of Article 634a, Sections 1, 2, and 3, invites

bids and fumishes proposals on specified forms to those

desirous of bidding. This applies to public contracts to be

let or awarded. Any person, firm, or corporation desiring

to submit bids is placed on a state mailing list. This list

entitles the holder to a copy of the proposal on any con-

tract that is to be let. To be entitled to receive a copy

of the proposal, the person, firm or corporation must first
pay an annual service charge in advance. The charge is de-

termined by the type of bid the person, firm or corporation

wishes to make. If such a bidder wants to bid only on term
contracts, the charge is two dollars and fifty cents. If the
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person, firm or corporation desires to bid on daily spot

purchases, the charge is five dollars for the mailing list.

Both mailing lists may be received by paying a charge of

seven dollars and fifty cents.

When any bidder or prospective bidder, other than those

appearing on the state mailing list, desires to bid on any

contract to be let by the Chief of the Purchasing Division,

he is required to pay an amount that is determined by the

Board of Control. However, in the event that the Board of

Control finds that a service charge may work a hardship on

some particular bidder, such a charge may be foregone and

the furnishing of the proposal is authorized.

All amounts collected from the annual service charge are

placed in the State Treasury in the name of the "State Board

of Control Special Service Account." These funds are paid

out to defray the necessary expenses and charges connected

with the makings and furnishings of the proposals.

Bidder' aAffidavit

The bidders for the contracts for supplies are required

to file with the bids an affidavit stating that neither the

affiant nor the finn, corporation, or partnership has, within

the last twelve months, violated any law of the state re-

lating to trusts or monopolies. This is stated in Article

635.

*;Ww- , -- - ll, -- I '..i I A- - -- :- - 41,--.,_-,
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Storekeepers

Article 636 gives the superintendent of each educational

and eleemosynary institution the authority to appoint, with

the consent of the Board of Control, one storekeeper and one

accountant for each of the institutions. These storekeepers

and accountants are appointed for a term of two years from

the date of qualification, unless they are removed by the

Board of Control. When the size of the institution is not

sufficient to employ a storekeeper and an accountant, the

superintendent performs these duties.

Bond

Each storekeeper and accountant appointed by the super-

intendent of each institution is required to make and file a

bond with the State Comptroller. This requirement is stated

in Article 637. This bond is in the sum of ten thousand

dollars, payable to the State, and calls for full, faithful,

accurate, and honest performance of his duties, and is ap-

proved by the Governor.

Acts Prohibited

According to Article 638, no storekeeper or accountant

is allowed to sell or in any way be concerned with the sale

of any merchandise, supplies or other articles of any of the

state institutions, or have any interest in any of the con.

tracts of the institutions or departments of the State govern-

ment.
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Reports

Article 639 requires the storekeepers and accountants
to keep the Board of Control constantly informed of the

amount and character of supplies on hand, and the amount

needed to keep the institutions provided for. These reports

are due on or before the tenth day of each month. They are

to show the total amount of the appropriation, the total

amount expended, the balance unexpended on the first day of

each month, and any other information required by the Board

of Control.

Surplus supplies

When any institution accumulates an amount of supplies
on hand in excess of its needs, and another institution is
in need of s upplies, Article 640 requires that the Chief of
the Purchasing Division be promptly informed of the situ-

ation. He then presents the facts of a board composed of
the Governor, Comptroller, and the Chief of the Purchasing
Division, with the recommendation that the institution with
the excess of supplies transfer them to the institution in
need of supplies. If the supplies can be purchased in the
open market at the time of the transfer at a lower price
than the general contract price for the fiscal year, the
debit and credit is made on the basis of the lower price.
If the supplies cannot be purchased in the open market at the
time of the transfer, or if they can be purchased but the
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price is higher, the debit and credit is made on the basis

of the general contract price for that year. In the case of

a controversy on the costs of supplies, the amount of debit

and credit is determined by a board composed of the Governor,

the Comptroller, and the Chief of the Purchasing Division,

Dispensing with Storekeeper

Any educational institution is allowed to dispense with

the position of storekeeper and select or appoint some per-

son at the institution to receive the supplies and make the

reports to the Chief of the Purchasing Division. Article

641 also states that the person selected to take the place

of the storekeeper is subject to the same requirements as

the previous storekeeper.

Supply Contracts

Article 642 gives the Chief of the Purchasing Division

the authority to contract for all supplies, merchandise, and

articles of every description needed for the maintenance and

operation of state-supported institutions--except supplies

designated as perishable and supplies of a special nature.

Supplies of a special nature include books for libraries,

supplies for the laboratories, laboratory work and instrue-

tion, and any special supplies for instruction, demonstra-

tion and research for educational institutions. These

supplies are designated as "Special Supplies for Educational

Institutions." The Chief of the Purchasing Division bases

4MW-%WAwapw-WAvW
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the contracts upon estimates furnished the Board of Control

by the superintendents of the state-supported institutions.

These estimates must be submitted to the Board of Control

by the first day of April of each year for the entire year.

Notices and Limits

All contracts are made after full notice in at least

four of the leading newspapers of the State of Texas--such

newspapers to be selected by the Board of Control. Article

643 requires that these advertisements must be made once a
week for a period of not less than four weeks. The adver-
tisements call for sealed bids or proposals to furnish the
desired articles and supplies needed by the institutions.

The articles and supplies are listed in order of quantity
and character or type required. These procedures apply to
term contracts of not more than twelve months nor less than
three months, but are not applicable to sport purchases.

Requisites of Bids

According to Article 644, all bids and proposals sub-
mitted must be accompanied by samples and designs of merchan-
dise furnished by the bidder. The bids are for a period of
one year, and the articles and supplies are to be delivered
at the times and in such quantities as designated by the
Chief of the Purchasing Division. If the bidder discovers
that he is unable to furnish the articles and supplies for
the designated period, he is required to acquire them

$ .1, ; . 11 - , " :,;"" 1, - . , ", _. l " - - -, c '. I --- - -1 , '. I - I 46 wamjmwkr



frcm other sources in order to meet the terms of his

contract.

Short Term Contracts

If the Chief of the Purchasing Division discovers at

any time that the articles and supplies can be purchased

for less money for a length of time less than one year,

Article 645 allows him to make them for a shorter period.

This period is not to be less than three months. He is al-

lowed to do this in order to secure the best and cheapest

rates for the State for the purchases of the institutions.

Daily Spot Purchases

When any of the state-supported institutions are in

need of any supplies not covered in regular contracts, the

storekeeper is required to send a requisition to the Board

of Control outlining the nature of the supplies and giving

the proper specifications. If the specifications are not

adequate, they are revised by this department. A bid pro-

posal is then sent out for bids to all bidders who are on

the mailing list and other local dealers who are located

near the point of delivery. When these bids are received,

they are tabulated, and the award is made to the lowest and

best bidder. An order is then sent to the successful bidder

and a copy to the claims department and to the institution

that made the requisition.
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Rejection of Bids

The Chief of the Purchasing is allowed by Article 646

to reserve the right to reject or accept any or all bids,

or to reject any part of a bid. If none of the bids or

proposals are satisfactory, the articles and supplies may

be purchased in the open market until a satisfactory bid is

offered.

Equal Bids

Article 647 states that when the articles and supplies

are estimated by two or more institutions, the purchases are

made to produce uniformity in use. Supplies offered by

bidders who have an established local business near the in-

stitution in need are given preference in the acceptance of

bids.

Equipment

Article 648 requires that all furniture and equipment

purchased for educational institutions must be especially

adapted and designed for such institutions.

Bond or Security

All bids or proposals submitted must be accompanied by

a bond or certified check. The amount is to be specified

by the Board of Control. This requirement, stated in

Article 649, must be printed with the advertisement calling

for the bids. Although the law does not state whether the

bidder's bond or certified check will be returned when the
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bids are accepted or rejected, it is the opinion of the

writer that the bond or certified check of the rejected

bidders would be returned immediately, whereas the bond or

certified check of the successful bidders would not be re-

turned until after a contract bond has been filed with the

Comptroller.

Separate Bids

The provisions of Article 650 are that the Chief of the
Purchasing Division may advertise for the various articles

and supplies needed either separately or all together, and

may accept a bid for these articles and supplies either

separately or all by one bidder. Preference must be given

to State products.

Opening of Bids

All bids and proposals submitted must be opened on the

date and at the place specified. Article 651 requires that

they be opened by the Chief of the Purchasing Division in

the presence of the Governor and the Comptroller.

Quality of Goods

The articles and supplies furnished under all bids and

contracts must be those called for by the requisitions of

the institutions and must be equal to the sample accompanying

the bid. This requirement is made in Article 652.

XA .
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Misrepresentation

Article 653 gives the institutions receiving the goods

the privilege of refusing them if the articles and supplies

delivered under contract are not equal to the sample sub-

mitted with the bid.

Estimates

The estimates made by the institution upon which the

advertisements and contracts are made must state the quan-

tity and quality of the articles and supplies needed as

closely as possible. This provision is stated in Article

654.

Invoices

Invoices, including affidavit, delivery, check of goods,

and payments, are covered in Articles 655, 656, 657, and 658.

Invoices must be accompanied by an affidavit signed by the

contractor or seller stating that the invoice is correct and

that it corresponds in every particular to the supplies fur-

nished and shipped. The affidavit may be dispensed with

when the supplies and/or services contracted for are less

than ten dollars. In lieu of the affidavit, the contractor

or seller must certify that the invoice is correct and that

it corresponds in every particular with the supplies fur-

nished and shipped.

Invoices of all articles and supplies must be furnished

in triplicate by the contractor or seller at the time of
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each delivery. Two of the invoices are sent to the store-

keeper of the institution to which the supplies are delivered.

The remaining invoice is sent to the Chief of the Purchasing

Division. As soon as the articles and supplies have been re-

ceived and examined by the storekeeper of the institution,

he sends one of the invoices received by him to the Chief of

the Purchasing Division wLth a statement that the supplies

correspond in every particular with this invoice and with

the sample submitted with the bid. If articles and supplies

are found to be inferior to the sample, they are returned

to the contractor or seller.

After the invoices have been checked and approved by

the Chief of the Purchasing Division, they are sent to the

State Comptroller. The Comptroller approves the invoices

and then draws his warrant for the amount due. The warrant
is drawn upon the State Treasury and charged against the
institution receiving the supplies. The contractor or seller
must correct any error in the invoice before payment is made.

Contract Bond

When any bid has been accepted, Article 659 requires
that the successful bidder must make a bond to the Chief of
the Purchasing Division. This bond is for a sum not less
than one-third of the amount of the bid, and calls for faith-
ful and accurate execution of the terms of the contract into
which he has entered. The bond is filed in the office of
the Comptroller.
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?urchase without Contract

When any state-supported institution is in need of sup-

plies created by an emergency (articles impracticable to

include in annual contracts), they are given the power to

make the purchase under the provisions of Article 660.

Equipment: Specifications

Furniture or equipment purchases, in accordance with

Article 661, for educational institutions must be of the

kind and specifications of the institution and the Chief of

the Purchasing Division.

Local Dealers

Article 662 provides that preference must be given to

dealers in cities or towns in the county in which the in-

stitution is located if the articles to be purchased compare

equally in quality and price with those which can be pur-

chased elsewhere.

Appropriations

In compliance with the provisions of Article 663, all

purchases by contract or otherwise must be in accordance with

the appropriations made by the Legislature for the support

of the institution.

Rules

The Chief of the Purchasing Division must frame and

transmit to each state-supported institution a system of

%11 - - I
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rules and regulations for the purchase of supplies which

have been designated as perishable and as special supplies

for educational institutions. All institutions are required

to conf orn to the rules and regulations set forth in accordance

with Article 664.

Surplus War Materials

Article 664-1 gives the State Board of Control the

authority to direct the purchase of surplus war materials

for any county or any other political sub-division of the

State. The county or other political sub-division must

request the purchase of the materials and deposit sufficient

funds to cover the payment of them before the board will

authorize the purchase.



CHAPTER IV

OPERATIONAL PROCEDURES APPLICABLE TO

STATE-SUPPORTED INSTITUTIONS

Introduc tion

The operational procedures applicable to state-supported

institutions of the State of Texas for purchasing articles

and supplies through the Chief of the Purchasing Division

of the State Board of Control are described in this chapter.

No attempt is made to analyze or criticize the purchasing

system employed since a later chapter is devoted to analysis

and criticism.

Regardless of title, whether chief clerk, business

manager, storekeeper, accountant, or purchasing agent, the

individual in charge of purchasing for state-supported in-

stitutions will hereafter be referred to as the Requisi-

tioning Agent.

All State agencies are required by law to purchase all

supplies (except perishables, emergencies, and purchases of

less than ten dollars, and even these must be approved by

the board) through the State Board of Control. In order to

take care of this work, the Board of Control is divided

into several divisions. These divisions are Purchasing,

Contract, Printing, Claims and Filing.

32
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Organization of the Texas Purchasing Division

In order to get a better picture of the operational

procedures applicable to the state-supported institutions,

it is believed desirable to give a brief discussion of the

organization of the Texas Purchasing Division.

The Purchasing Division is headed by the Chief, who

is a member of the State Board of Control. Directly under

the Chief is the First Assistant Purchasing Agent, who super-

vises the individual purchasers of hardware, drugs, highway,

groceries, educational, and war surplus. The Assistant

Purchasing Agent, who purchases school busses, tires, tubes,

gas and oil, is responsible to the First Assistant Purchas-

ing Agent. In addition to the aforementioned employees,

one assistant is assigned to the Assistant Purchasing Agent

and one to each of the individual purchasers of hardware

and groceries.

Estimates

All State agencies are supplied biennially, annually,

semi-annually, or quarterly (as needs may require) with lists

of items which the State Board of Control, through the Chief

of the Purchasing Division, desires to place under term con-

tracts. Such lists are to be used by each State agency for

listing the estimated quantity of each item which will be

necessary to take care of its requirements for the designated

period of time.

VAW*Wmwwwk-mm
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The Requisitioning Agent is urged to exert every effort

to keep those estimates as nearly within actual requirements

as possible. The different State agencies sometimes do not

realize the importance of accuracy in the estimates. The

Requisitioning Agent is requested to take his stock records

and ascertain how much merchandise he has on hand, how much

he has used during a given period, and whether or not his

needs have increased during the previous contract period.

The estimates for each state-supported institution

are returned to the State Board of Control for the purpose

of aggregating requirements and placing under contract the

needs of the various State agencies.

The methods of advertising for contracts, opening of

bids, acceptance of bids, and awarding of contracts are

fully discussed in Chapter III1

After contracts on such items have been entered into,

the State Board of Control through the Chief of the Purchas-

ing Division will supply the State agencies with copies of

the contracts, showing the names of the successful bidders,

prices, and any other pertinent infonration necessary for

such agencies to know. 1

Preparing Contract Orders

Whenever a State agency is in need of supplies, the

Requisitioning Agent should consult the contracts to

BTexas.State Board of Control, urchasin Instructions,Bulletin No. 7, section A, p. 1.



ascertain whether or not such supplies are under contract.

If they are under contract, the Requisitioning Agent should

make out a contract order in triplicate, retaining one copy

for his files and mailing two copies to the State Board of

Control. These orders must be made out to the proper con-

tractor, with full descriptions and prices listed for each

item.

The contract order retained by the Requisitioning Agent

is used to check the supplies when they are received. Unless

he has a correct copy of the contract order before him when

approving invoices and checking in supplies, it would be

impossible to make proper certification on the invoice that

no substitutions have been made and that the supplies re-

ceived are fully in accordance with the order.

When supplies delivered do not correspond exactly with

the order, they are rejected and the contractor notified

immediately to pick up such supplies and replace them with

those meeting specifications. The Requisitioning Agent is
also requested to notify the Chief of the Purchasing Divi-
sion of such attempted substitutions.2

Preparing Open Market Requisitions

After the Requisitioning Agent has consulted his con-

tract award books and notices and finds the supplies he needs
are not covered by contract, he prepares an open market

2Ibid., Section B, p. 2.
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requisition for the needed supplies. Only one copy of this

requisition is sent to the Chief of the Purchasing Divisionts

office. The need for the supplies not covered by contract

should be anticipated far enough in advance for the Chief of

the Purchasing Division to comply with the law by advertis-

ing for bids, awarding and writing of orders, and other neces-

sary actions.

After the legal processing of open market requisitions

has been followed, the Requisitioning Agent is supplied

with a duplicate copy of the order which was sent the suc-

cessful bidder. This order shows from whom the merchandise

was ordered, descriptions of the merchandise, and prices.

This copy is placed on file in the agent's office, for the

purpose of checking the supplies when they are delivered

and the invoices when they are rendered. 3

The Chief of the Purchasing Division sends a copy of

the request for bids to all Requisitioning Agents. This copy

shows the date on which the bids are to be opened and in-

cludes detailed specifications of the supplies being ordered.

The Requisitioning Agent is required to study the specifi-

cations, and, if he discovers that the Chief of the Purchas-

ing Division has called for something which will not meet

special requirements, he is requested to inform the Chief of

the Purchasing Division of this matter before the opening

date of the bid.4

bid,*Section 3, P. 3. 4 1bid., Section D, p. 4.
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When the Requisitioning Agent knows of local sources

where hard-to-get supplies can be secured, he is requested

to obtain bids on the supplies and send them to the Chief of

the Purchasing Division for consideration. 5 -

Expediting Delivery of Merchandise

If a contractor is unable to deliver orders for mer-

chandise within thirty days after receipt of the order, he is

required to notify the Requisitioning Agency and the Chief

of the Purchasing Division. If the Requisitioning Agent

has any outstanding unfilled orders over thirty days old and

has not received a letter from the contractor explaining the

delay, he should immediately write the contractor calling

his attention to the fact that the supplies have not been

delivered and requesting immediate delivery or an explana-

tion of the delay. A copy of the same letter should be sent

to the Chief of the Purchasing Division.

The Requisitioning Agent should also make a careful

check of promised delivery dates on open market orders.

When supplies are not delivered after a lapse of the

promised delivery date, the Requisitioning Agent is to write

the contractor regarding this delay. A copy of the letter

is to be sent to the Chief of the Purchasing Division.

After the letters are received by the Chief of the

Purchasing Division, a follow-up letter is written to each

5
bijd., Section E.
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of the contractors who have not delivered the supplies. If,

within a reasonable length of time, no results are obtained

from this exchange of correspondence, the Requisitioning

Agent is requested to notify the Chief of the Purchasing

Division that the supplies have not been received.6

Substitutions

When supplies are received which do not meet specifi-

cations, the Requisitioning Agent should refuse to accept

them. He should immediately notify the contractor to pick

them up and replace them with supplies that do meet speci-

fications.

If contractors are unable to deliver the brand or

make of supplies bid upon and desire to substitute supplies

of equal quality at the same price, the requests for the

substitution must be taken up with the State Board of Con-

trol before the supplies are shipped. Permission to make

the substitution must be secured from the State Board of

Control. If substitutions are allowed, the Requisitioning

Agent will be notified. The Chief of the Purchasing Divi-

sion must be notified immediately of any attempted substi-

tutions.

Overshipment s and/or Undershipments

It often happens that the exact yardage, poundage, f oot-
age, and so forth, as called for on the order, cannot be

6lbid., Section F, p. 5. 7Ibid., section G, p. 6.
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shipped because of the manufacturer's packaging. For ex-

ample, the Requisitioning Agent may order a thousand yards

of cotton goods. The bolts are packed in different yardages,

and the agency may receive several yards more or less than

the order. In instances of this nature, the Requisitioning

Agent is not expected to refuse to accept the small overage,

nor is he to require a firm to ship the exact amount when

it would require shipping less than a bolt of material. In

other words, where exact quantities cannot be predetermined,

the agency may allow the shipper a leeway of approximately

ten per cent over or under the quantity shown on the order.

Overshipments and undershipments on orders for supplies

which the shipper could have supplied exact quantities called

for on the order should not be accepted. In instances of

this nature, the shipper is held to exact quantities.8

Unauthorized Transportation Charges

When orders issued by the Chief of the Purchasing

Division show prices to be f.o.b. destination but the ship-

per erroneously sends supplies with transportation charges

collect, the Requisitioning Agent may follow one of two

policies.

First, he may contact the shipper and request that he

immediately make arrangements to have the shipment released;

and second, if the agency is in immediate need of the

8 lbid., Section H.
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supplies and does not have time to follow this policy, he

may accept the supplies and authorize the carrying agent to

render invoice against the State agency. The Requisition-

ing Agent then notifies the shipper that the transportation

charges are being paid by the State agency and will be de-

ducted frcm the invoice. When the invoice is submitted to

the Chief of the Purchasing Division for approval, it must

show that the transportation charges were "collect" and that

they were deducted from the invoice.9

Breakage

All contracts provide that supplies shipped shall be in

good condition as well as meeting all specifications. When

f.o.b. shipments of supplies are received which are damaged

to the extent that it is not practicable to accept them,

the Requisitioning Agent should refuse the shipment and re-

quire the shipper to replace them with supplies in good

condition.

When f.o.b. shipments are received and only a portion

is damaged, the Requisitioning Agent may accept the shipment,

but he must make a notation on the receipt giving a full

description of the amount of damaged supplies.

When f.o.b. shipments are found to be damaged after re-

ceipt and unpacking, the Requisitioning Agent should notify

the shipper at once.

9 _bid., Section 1, pp. 6-7.



No invoices are to be approved until the damaged ship-

ment is replaced.

When prepaid shipments of supplies are received which

are damaged to the extent that it is not practicable to ac-

cept them, the Requisitioning Agent should refuse such a

shipment and notify the shipping agent at once. Shipments

only partly damaged may be accepted, but a full description

of the damages must be noted on the receipt. Shipments

found to be damaged after receiving and unpacking call for

the notification of the shipping agent by the Requisitioning

Agent. In all cases of damaged prepaid shipments, claims for

damages are filed against the shipping agent.

Copies of all correspondence concerning damaged ship-

ments are sent to the Chief of the Purchasing Division.10

Cancellations

No cancellation of any order can be made except by the

State Board of Control. Orders may be cancelled for the

following reasons:

1. If an undue length of time has transpired and it

has been impossible to receive delivery from the contractor.

2. If the agency no longer needs the supplies.

3. If the agency does not have sufficient funds to pay

for the supplies.

4. Cancellation for any other good reason approved by

the State Board of Control.

10 Ibid., Section J, pp. 7-8.
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In cases where the Requisitioning Agent receives a

letter from the contractor requesting cancellation, he

should send a copy of the letter to the State Board of Con-

trol together with his statement as to whether or not he

wants the order cancelled. 1 1

Emergencies

The general definition of an emergency is the purchase

of supplies which are so badly needed by the State agency

that the agency will actually suffer if they are not secured

immediately. This emergency might be caused by a break-

down of machinery when in operation, or in numerous other

unforeseen events.

When an emergency occurs, the Requisitioning Agent of

the local institution issues and accepts bids for the neces-

sary supplies. All local competition possible is secured.

The best and cheapest bid is accepted and the institution

receives the supplies.

The Requisitioning Agent is held responsible by the

State Board of Control for emergency purchases, and all

emergency purchases must clear through the board. When the

invoice is submitted to the Chief of the Purchasing Division
for approval, the Requisitioning Agent must give definite

explanations of why the emergency existed, show names of all

sources contacted, and show a tabulation of all bids received.12

lIbid., Section N. b12Ibid., section M, p. 9



Visits from Salesmen

The Requisitioning Agent may be called upon by sales-

men attempting to sell various products. In some cases, the

salesmen may have a worthwhile article. If the Requisition-

ing Agent is convinced that the product has merit and wishes

to make a requisition for it, he is allowed to do so. How-

ever, he must give a sufficient description of the supplies

wanted in order that the State Board of Control can prepare

specifications and secure competitive bids. The Requisi-

tioning Agent must also supply the names and addresses of

the firm or firms from which the supplies can be secured. 1 3

Surplus Property from War Assets Administration

When the Requisitioning Agent receives notice that the
War Assets Administration is offering items which are needed
in his institution, he may file a requisition with the State
Board of Control for such requirements. This requisition

must include all necessary information taken frm the offer
of sale so the order may be properly processed.14

13NlIbd. .Ibid., Section N. Ibid..P Section 0.



CHAPTER V

CENTRALIZED PURCHASING IN SELECTED STATES

Introduction

All but four states of the United States, Delaware,

Mississippi, Nevada, and South Carolina, have established a

central purchasing agency. Therefore, the reader can easily

surmise that there is a definite trend toward establishing

a modern centralized purchasing agency to do all of the buy-

ing for the state on a professional basis. It has been de-

termined by Bane that savings realized through centralized

purchasing are about twenty per cent.1

Such savings result in many ways: (1) better over-all

administration is supplied by coordinating the buying and

use of supplies by the departments; (2) specially trained

staff replaces the larger number of employees who were buy-

ing f or the various departments; (3) more competitive bid-

ding and lower prices result from bid-offerings for larger

quantities being sent out from a single office; (4) unneces-

sarily large varieties of different types of commodities

purchased are reduced through standardization programs; and

(5) specifications are developed for the particular quality

of the material needed.

1Frank Bane, Book of the States, p. 887.
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The key to success of the centralized purchasing agency

is due to the fact that the organization is headed by a com-

petently trained and capable administrator. Often a pur-

chasing director who has demonstrated his ability will hold

office for a number of years. In twenty-five states, the

purchasing director has no fixed term of office. In five

others, he is under civil service. In fourteen states, the

purchasing director is appointed for a fixed term of two

years.2

The degree to which purchasing is centralized in a

single buying agency varies considerably from state to state.

As stated previously in this chapter, all but f our of the

states have some degree of centralized buying. In nineteen

states, central agencies do all the buying for the state. In

twenty others, purchasing is highly centralized, but in each

case one or two departments or agencies are permitted to buy

independently of the central agency. In this latter group,

the universities, colleges, and highway departments are the

units most frequently exempt from centralized purchasing.3

In Chapter I there is a complete list of titles and ad-

ministrative agencies in charge of centralized purchasing

in all of the United States.

In this chapter the centralized purchasing systems in

New Hampshire, Montana, Michigan, Nebraska, and Minnesota

are described and discussed. This material is presented for

the purpose of comparing the purchasing systems of these

2pIbid.388
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states with the purchasing system of Texas. These states

were chosen for three reasons: (1) geographical location;

(2) the various degrees of centralized purchasing found in

these states; and (3) the availability of information con-

cerning purchasing in these states.

Centralized Purchasing in Selected States

State of New Hanjshire.--The State Purchasing Agent of

the State of New Hampshire, embodied in the Purchasing De-

partment, has been operating since 1914. It is the duty of

the purchasing agent to purchase all supplies, materials,

and equipment for all departments, institutions, officers, and

agents of the state except those which are otherwise pro-

vided by law.

Those which are excepted by law are:

1. The University of New Hampshire: This institution

is not required to purchase through the purchasing agent.

However, the purchasing agent cooperates in the purchase of

supplies for the university whenever he is requested to do

so by the president of the university or his authorized

agent.

2. The State Liquor Commission: The legislature

authorizes this commission to purchase its own materials

and supplies.

3. Courts and State Library: The supreme court, the

superior court, and the state reporter are entirely exempt

from being required to purchase through the purchasing

44-119 - wl'1411M , , , , -I.- "'. ", - , - ,, - -, -''.. .- g
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agent. The state library is exempt in the matter of the

purchase of books and periodicals only.

In addition to purchasing all materials, equipment,

and supplies for state agencies, the purchasing agent is re-

quired to formulate rules and regulations for the adminis-

tration of his department; furnish to any agency and to the

comptroller, a copy of each purchase order executed by him

for supplies for the agency; purchase all supplies in

quantities that are most economical for the state; and re-

quire competitive bidding before making any purchase for the

state, with the following exceptions:

l. Competitive bidding is not required when the purchase

is less than two hundred dollars.

2. Competitive bidding is not required when it appears

that any required unit or item is procurable from only one

source.

3. Competitive bidding is not required when it appears

that any required unit or item has a fixed market price at

all sources available to the state.

4. Competitive bidding is not required when an emergency

exists which requires the immediate purchase of supplies.

The purchasing agent may authorize the governing board

of an institution to purchase supplies directly from the

vendors if the total expenditure is not more than fifty

dollars. This authorization must be applied for by the
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institution, and, if the application is approved, the pur-

chases are made by the use of field purchase orders.

A field purchase order is a requisition showing the

description and prices of all supplies purchased. A state-

ment must be signed by the vendor certifying that the prices

charged are the currently prevailing prices, and are not in

excess of the price which is normally charged the purchaser.

Another statement, signed by the head of the institution,

must certify that the purchase was necessary for the best

interests of the state and that the authorization to make

such a purchase had been given by the purchasing agent.

These statements are attached to the field purchase order

and sent to the purchasing agent.

To obtain bids for contracts which are to be let, the

purchasing agent must send a proposal, or invitation to bid,

to three responsible parties. These proposals are to be re-

turned to the purchasing agent at a stated time. If the

purchasing agent finds that three responsible competitive

bidders are unavailable, he may make any arrangement he so

desires as long as he is motivated by the best interests of

the state.

No contract covering a period longer than six months or

involving an expenditure of five thousand or more can be

entered into without the approval of the governor.4

4Purchasing Department, State of New Hampshire, p
of the State of New Hampshire, 1949, pp. 1-8.
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State of Montana.--The Purchasing Agent of the State of

Montana is embodied in the Purchasing Department. The State

Purchasing Department was created in 1921 for the purpose of

directing and supervising the purchases and sales of supplies

for each state department, commission, board, institution,

and official.

The purchasing agent issues rules and regulations neces-

sary for the proper and economical conduct of the business of

his department. These rules and regulations are subject to

the approval of the State Board of Examiners.

The purchasing agent is not allowed to purchase any

furniture, fixtures, apparatus or equipment for any depart-

ment, board, commission or office until the requisition has

been approved by the State Board of Examiners. The order

authorizing the purchase of such supplies must be made by

the board.

The purchasing agent has the authority to require any

department of the state or any educational institution of

the state to perform tests to determine the quality of the

articles to be purchased and usedby the state.

All state departments, commissions, boards, institutions

and officials are required to make detailed tabulations of

the amount of supplies on hand and the estimated amount of

supplies needed for the following fiscal year. The purchas-

ing agent prepares an itemized statement from these



tabulations, and with the approval of the governor, solicits

bids for the supplies.

All purchases are based on competitive bids. Bids for

supplies of more than two thousand dollars are solicited

through advertising in daily newspapers of general circula-

tion. The bids are advertised once a week for three conse-

cutive weeks. The advertisements state that sealed proposals

will be accepted up to a certain time, that the detailed

statements of supplies to be furnished are on file in the

office of the purchasing agent, that the bids will be opened

at a specified time, and that contracts will be awarded to

the lowest responsible bidder.

On purchases where the estimated expenditure is less

than two thousand dollars, bids are secured wLthout adver-

tising. They are solicited through notices by mail to

prospective suppliers whose names are filed with the purchas-

ing agent. (Any person, firm, or corporation may be placed

on the mailing list by a written request to the purchasing

agent.) These notices must contain the same information as

the newspaper advertisements.

The purchasing agent has the authority to accept or

reject any or all bids. If all bids are rejected, they are

re-invited and proceeded with in the same manner. However,

with the approval of the governor, the purchasing agent may

purchase the supplies in the open market if they can be

purchased at a better price.
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With each bid submitted, the purchasing agent requires

a certified check, equal to five per cent of the sum of the

supplies, to guarantee the faithful performance of any con-

tract awarded. After the award is made, all checks except

that of the successful bidder are returned. The check of

the successful bidder is held until the contract is signed

and the contract bond is filed and approved.

Fresh fruits and vegetables are purchased by each in-

stitution with the approval of the purchasing agent. Other

emergency purchases are subject to the approval of the pur-

chasing agent and the State Board of Examiners.

Any collusion between bidders invalidates the contracts.

If a bidder is found to have a collusive or secret agreement

with another bidder, he is guilty of a misdemeanor and is

fined not less than one hundred dollars nor more than five

thousand dollars,

The purchasing agent of the State of Montana is author-

ized to maintain and control warehouses to be used in the

business of the state. These warehouses are subject all

times to inspection and examination by the State Purchasing

Department, any state officer, employee, board, commission,

or department. 5

State of Michigan.--The movement toward centralized

purchasing in the State of Michigan began in 1912, but the

5Montana State Purchasing Department, Revised Codes ofMontana, 1949, pp. L-6.



office of the State Purchasing Agent was not created until

1919. The State Purchasing Agent is supervised by the Pur-

chasing Division of the State Administrative Board. With

the re-organization under civil service in 1943, the title

State Purc ent was changed to Director of Purchasing.

The Director of Purchasing procures all supplies, mer-

chandise and articles of every description (with the excep-

tion of fresh fruits and vegetables, minor repair or re-

placement parts obtainable from only one source and not

under state contract, minor miscellaneous materials and.

supplies not regularly carried in stock, and minor items

requiring immediate cash payments) needed for the mainte-

nance, extension and operation of state-supported institu-

tions. The University of Michigan and Michigan State College

are not under the jurisdiction of the Director of Purchasing,

but have the authority to purchase supplies and articles

when they are needed from sources specified by the governor.

The Director of Purchasing is also responsible for the

establishment of specifications and standards for supplies

purchased; the framing and transmitting of a system of rules

and regulations for the purchase of supplies for each state-

supported institution; the transfer of supplies and equip-

ment between agencies; the inspection and testing of all

samples submitted with bids; and the control over storage

and issue of stock and supplies,



Estimates foniing the basis of the contracts to be let

are furnished the Director of Purchasing periodically upon

request. The estimates are made by the head of each state-

supported institution and are open f'or public inspection.

Every vendor desiring to furnish supplies, materials,

articles or equipment to the state must be approved as a

qualified and reliable vendor. To secure such an approval,

the vendor must fill out a Vendor's Application Blank and

submit it to the Director of Purchasing. If the application

meets all requirements, the vendor's name is placed on an

approved list to receive invitations to bid on commodities

indicated. Repeated failures to bid, upon invitation to do

so, result in the removal of the vendor's name from the file.

Because of the large number of approved vendors, it is

necessary for the Director of Purchasing to rotate invita-

tions to bid on a geographical basis. The two methods of

handling state bids are by open or regular bids and by for-

mal or sealed bids.

Open or regular bids are requested for orders of less

than two thousand dollars. The date the bids must be re-

turned must be specified in the invitation. The time for

the opening of the bids need not be specified, but is fur-

nished the bidder upon request.

Formal or sealed bids are requested on orders of more

than two thousand dollars. These bids are opened, read,

and tabulated at a public heading. The date, time, and



place of the hearing are specified in the invitation. Bids

received after the specified opening time are returned un-

opened.

When any bid is accepted, the Director of Purchasing

requires a bond of the successful bidder for not less than

one-third of the amount of the bid. The bond is filed in

the office of the Secretary of State.

All bills of lading are sent directly to the Director

of Purchasing. Any claims for shortage, breakage, or any

other claim of any description against either the shipper

or the carrier in connection with any shipment are investi-

gated by the Director of Purchasing.

In case of any temporary or unforeseen emergency in

any of the state-supported institutions, if it appears that

a serious detriment would be caused if the method of pur-

chase for supplies to meet the emergency had to go through

the regular procedure, the head of the institution may be

authorized to purchase the supplies in the open market. A

report of the purchase is sent the Director of Purchasing

with fall explanations and reasons for the purchase.6

State of Nebraska.--The Purchasing Agent of the State of

Nebraska, created in 1913, is a bureau of the Tax Cormis-

sionerts Office. There has been little change in the office

since 1919.

6Michigan State Administering Board, p of the State
of Michigan, 1949, pp. 1-12.



All purchases for the State of Nebraska, with the ex-

ception of the University of Nebraska, State Normal Schools,

and the Board of Control, are made through the Purchasing

Agent. The excepted institutions conduct their own purchas-

ing through their own appointed purchasing agents.

The duties of the Purchasing Agent are to purchase sup-

plies and materials of good, but not extravagant, quality;

to see that the supplies and materials are delivered on time

and in accordance with the specifications; to foster compe-

tition; and to buy at the proper time in order to take ad-

vantage of prices and availability of supplies and materials.

Each of the state-supported institutions is required to

furnish an estimate of supplies and materials needed by the

institution on a quarterly basis. The estimates are com-

piled into a master form from which invitations to bid are

made.

The Purchasing Agent is required by law to award the

contract to the lowest responsible bidder after bids are

received. Notices inviting bids must be published at least

one day in the official state newspaper and bids are opened

on the seventh day following the date of publication. Bids

are also invited through the use of state mailing lists.

When a department of the state requires supplies,

materials or articles, the head of the institution must

authorize a requisition for such supplies. The articles

desired and needed must be set out by items with a full



description giving specifications, catalog numbers, and

other information desired by the Purchasing Agent. Requi-

sitions should not be made until investigation proves that

requirements cannot be supplied from existing stocks.

Commodity requirements should be anticipated so that

purchase requisitions need not be handled on a rush basis.

I-f rush handling is necessary, however, the requisition

should be so marked and the reasons stated. In case of sud-

den emergency, and the purchase exceeds the limitations

authorized by local purchase order procedures, the request

is telephoned to the Purchasing Agent. The Purchasing Agent

then prepares the requisition and sends it to the Tax Com-

missioner's office for immediate approval. When an extreme

emergency occurs and it is not possible to contact the Pur-

chasing Agent, the purchase can be made by the head of the

institution. A letter of explanation must accompany the

confirming requisition.

When there is any question of the quality of merchandise,

it is determined upon a scientific basis by the Testing

Division of the University of Nebraska.7

State of Minnes ota.--Purchasing for the State of Minne-

sota is conducted by the Commissioner of Purchases under the

supervision of the Commission of Administration and Finance.

State Purchasing Agent, p of the State of Nebraska,
1949, pp. 1-4. - -
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The office was originally created in 1913, but the present

system of centralized purchasing was established in 1939.

The Commissioner of Purchases prepares budgets for the

state departments, institutions (except the University of

Minnesota), boards, commissions, and offices; purchases or

contracts for supplies, materials, articles, equipments,

printing and utility services needed by the state depart-

ments and agencies. The commissioner also prescribes stand-

ard specifications for the aforementioned items; supervises

and controls the advertisement of bids and awards for state

purchases; regulates the requisitioning and storage of pur-

chased items, the disposal of surplus and salvage, the

transfer of supplies, equipment, and materials between

agencies; and f ormulates rules and regulations governing the

operation of purchasing.

A complete list is maintained of merchants and manu-

facturers qualified to supply the thousands of articles re-

quired by the various state departments, institutions,

boards, commissions, and offices. When a requisition for
some item is received, the Commissioner of Purchases notifies

prospective bidders by mail and through newspaper advertise-

ments.

If items listed on the requisition cost less than two

hundred dollars, the Commissioner of Purchases obtains prices
from two or more sources and awards the order. If the requi-
sition calls for supplies that cost more than two hundred
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dollars, but less than five hundred dollars, a notice is

posted on bulletin boards in the department, and three or

more bidders are contacted by telephone or mail. When bids

are received, tabulations are made and an award is made to

the lowest and best bidder. If the requisition is for sup-

plies amounting to more than five hundred dollars, the bids

must be advertised for at least two weeks in three newspapers

of state-wide circulation. Bids are tabulated and awards are

made to the lowest and best bidders.

In most cases, the delivery of items or supplies is

directly to the institution requiring them. A receiving

depot is maintained at each department and institution for

the purpose of inspection of the supplies and checking them

against the requisition and the invoice. In case of doubt as

to quality, samples are sent to the Commissioner of Purchases

to be compared with the sample submitted with the bid. When-

ever there is a departure from specifications, the contractor

is removed from the list of persons eligible to bid for state

business.

After the supplies have been checked and the invoice has

been certified as being correct, the invoice and supporting

papers are sent to the State Auditor for payment.8

8Division of Purchases, Department of Administration,
-port to the Governor of the State of Minnesota, 1949,

pp. 1-8.
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Comparison of Purchasing Systems

In presenting the comparison of the purchasing systems

of Texas with the purchasing systems of New Hampshire,

Montana, Michigan, Nebraska, and Minnesota, the investigator

will not attempt to evaluate each system for the purpose of

determining which is the most efficient. The investigator's

purpose in presenting the analysis is to compare the system

of centralized purchasing in Texas with the systems of cen-

tralized purchasing used in various selected states.

The practice of permitting groups to buy supplies and

equipment independently of the state purchasing agent is

the greatest observed difference among the states c ompared.

Nebraska permits more independent buying than any of the

other states. The University of Nebraska, all State Normal

Schools, and the Board of Control are allowed to purchase

their own supplies and equipment through their own purchas-

ing agent. New Hampshire authorizes the University of New

Hampshire, the State Liquor Commission, Courts and the State

Library, and State Contractors to purchase independently of

the purchasing agent. The University of Michigan and Michigan

State College are the two institutions in the State of Michi-

gan that maintain their own purchasing agents. In Minnesota

the University of Minnesota is an independent agent in the

state. In direct comparison to these four states are Texas

and Montana which allow no department or institution to make
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any purchases without the supervision and jurisdiction of

the Purchasing Agents.

Bid and/or performance bonds are required of bidders

in three of the states compared. Texas requires a bond or

certified check from each person, firm or corporation sub-

mitting a bid; the amount to be determined by the State

Board of Control. Michigan requires a bond for one-third

of the amount of the contract from the successful bidder.

A certified check equal to five per cent of the sum of the

supplies is required with any bid submitted in Montana. New

Hampshire, Nebraska, and Minnesota require no bond from

either successful or unsuccessful bidders.

Texas is the only state requiring a fee from each per-

son, firm or corporation desiring to be placed on the state

mailing list. Bidders in other states are invited to bid

upon the contracts and are placed on the state mailing lists,

upon written request, without charge.

The states of Texas, Montana, Michigan, and Nebraska

require all state-supported institutions to prepare estimates

of the supplies to be used over a certain length of time.

New Hampshire and Minnesota have no provisions for estimates.

Methods of bidding vary to a great extent in the states

compared. New Hampshire, requiring competitive bids only

on contracts of two hundred dollars or more, sends proposals

to only three responsible parties. If these bids are un-

obtainable or unsatisfactory, the Purchasing Agent may make

4-'AW4W4WWAWW



arrangements best suited to the interests of the state. All

bids in the other states are on a competitive basis, but

the methods of soliciting bids vary. Montana requires that

bids on contracts of two thousand dollars or more be adver-

tised in daily newspapers; the bids on contracts of less

than two thousand dollars are solicited through notices by

mail. Two methods of handling bids are employed in Michigan:

(1) open or regular bids are required for orders of less than

two thousand dollars, and (2) formal or sealed bids are re-

quired for orders of more than two thousand dollars. Rota-

tion of bidders is called for because of the large number of

approved vendors. Nebraska advertises the bids for one day

in the official state newspaper; .however, bids are also in-

vited through the use of the state mailing list. Minnesota

and Texas notify prospective bidders of contracts to be let

by newspaper advertising and through the state mailing lists.

Specifications and standards of supplies and materials

are established by all states. A Testing Laboratory is main-

tained at the University of Nebraska for the purpose of test-

ing samples submitted with bids. Montana and Michigan are

authorized by statutes to use a testing laboratory if one

is needed to check the quality of samples submitted. Texas,

New Hampshire, and Minnesota have no system of testing sup-

plies and materials.

Emergency purchases are comparatively the same in all
of the states which are being compared.
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Purchasing Agents of Montana and Michigan are authorized

to maintain warehouses to store supplies and equipment on

hand. The states of Texas, New Hampshire, Minnesota, and

Nebraska have no statutory or operational provisions for the

maintenance of warehouses.

The governors of the states of Texas, New Hampshire,

Michigan, Nebraska, and Montana appoint the Purchasing Agents.

Although the Purchasing Agent for the State of Michigan is

appointed by the governor, he is selected from the Civil

Service Register. The Purchasing Agent for the State of

Minnesota is appointed by the Commission of Administration.



CHAPTER VI

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

Summary

The investigator made a study of the history, philosophy,

and operation of centralized purchasing as it now exists for

the state-supported institutions in the State of Texas and

other selected states (New Hampshire, Montana, Michigan,

Nebraska, and Minnesota).

The investigator had the following purposes in develop-

ing the study:

1. To study the history of centralized purchasing in

state governments of the United States.

2. To determine the statutory law provisions and opera-

tional procedures of centralized purchasing for the state-

supported institutions in the State of Texas.

3. To attempt to discover any shortcomings of the pres-

ent system of centralized purchasing in the State of Texas.

4. To analyze the system of centralized purchasing in

Texas and compare that system with other systems of central-

ized purchasing used in various selected states.

5. To make recommendations, if any, f or improving the
present system of centralized purchasing for the state-

supported institutions in the State of Texas.
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There were two sources of data for the study: (1) docu-

mentary sources, Which included professional books, bulle-

tins, research studies, and periodicals, and (2) personal

letters from the purchasing agents in the states of New

Hampshire, Montana, Michigan, Minnesota, Nebraska, and Texas.

Centralized purchasing was first introduced by Alexander

Hamilton. He was one of the first to recognize the economies

made possible by the centralization of government purchasing.

Iowa, in 1897, was the first state to establish a Board of

Control with the authority to supervise the buying of all

supplies for the penal and charitable institutions of the

state. At the present time, there are only four of the

United States without a centralized purchasing system. These
are Delaware, Mississippi, Nevada, and South Carolina.

The Chief of the Purchasing Division of the State Board

of Control of the State of Texas was created in 1919, and
absorbed the duties of the former State Purchasing Agent.

Since that time, the work of the Chief of the Purchasing

Division has steadily grown heavier year by year. The divi-
sion now has forty-two employees and a member of the State
Board of Control in charge of purchasing.

The statutory law of Texas provides that the departments,
colleges, and institutions furnish the Chief of the Purchas-
ing Division, by the first day of April of each year, with
an estimate of the kind and amount of supplies and equipment



needed for the following fiscal year. After these estimates

are received, they are consolidated into the aggregate amount

of each item needed by all divisions of the government. The

Chief of the Purchasing Division then advertises for bids

on these supplies and equipment, makes awards to the lowest

and best bid meeting specifications, and negotiates contracts

for the fiscal year. By combining the aggregate needs for

these supplies and equipment, the Chief of the Purchasing

Division is able to purchase more efficiently for the state-

supported institutions.

After the contracts are made, the departments, colleges,

and institutions are notified of the names of the contractors

and the prices of the merchandise. Contract orders are then

issued by these agencies to the respective contractors and

sent to the State Board of Control in duplicate for verifi-

cation of price against contract and quantity against esti-

mate. The State Board of Control checks and approves the

order, mails the original to the contractor, and retains the

duplicate for filing purposes. After invoices have been ap-

proved by the Chief of the Purchasing Division, they are

forwarded to the State Comptroller for payment.

In Chapter V the centralized purchasing systems of five

selected states are discussed and compared with the purchas-

ing system of the State of Texas. The selected states are

New Hampshire, Montana, Michigan, Nebraska, and Minnesota.
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In New Hampshire, the central purchasing agency is the

State Purchasing Agent within the Purchasing Department.

This State Purchasing Agent purchases supplies and equipment

for all departments, colleges and institutions except the

University of New Hampshire, the State Liquor Commission,

courts and library of the state, and state contractors.

The Purchasing Agent of the State of Montana is embodied

in the Purchasing Department. He is authorized to purchase

supplies for each and every state department, commission,

board, institution, and of ficial.

The State Administrative Board of the State of Michigan

has control over the Director of Purchasing. He is respon-

sible f or purchasing supplies for all state commissions, de-

partments, and institutions, with the exception of the

University of Michigan and Michigan State College,

The Purchasing Agent of the State of Nebraska is a

bureau of the Tax Ccmmissionert: office. All purchases for

the State of Nebraska are made through the Purchasing Agent,

with the exception of the University of Nebraska, State

Normal Schools, and the Board of Control.

Purchasing for the State of Minnesota is done by the

Commissioner of Purchases under the supervision of the Com-

mission of Administration and Finance. The Commissioner of
Purchases procures supplies and equipment for all state de-
partments, institutions, boards, commissions, and offices
with the exception of the University of Minnesota.



In the comparison of the purchasing procedures employed

by the selected states with the procedures used in Texas,

the investigator made no attempt to determine which of the

systems was most efficient and effective. The investigator's

main objective in giving the comparison was to show the like-

ness and difference in procedures employed in Texas and in

other selected states.

Conc lusions

The investigator drew the following conclusions as a

result of the study:

1. In recent years there has been a definite trend

toward establishing a modern centralized purchasing agency

in state governments to do all of the buying on a proffes-

sional basis.

2. Through centralized purchasing, the State Board of

Control of the State of Texas, acting through the Chief of
the Purchasing Division, has endeavored to apply the recog-

nized business principles essential to the success of private

enterprise to the affairs of state government.

3. There is no yardstick by which the effectiveness of
the purchasing system of the State of Texas can be measured
against the effectiveness of the purchasing systems of the
other selected states. All of the systems are efficient, and
the purchasing system of Texas, in the opinion of the investi-
gator, compares favorably with each of the selected states.
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Recommendati ons

The following recommendations are made by the investi-

gator after carefully considering the purchasing systems of

the State of Texas and the five selected states:

1. Testing Laboratory. The Chief of the Purchasing

Division of the State of Texas employs no system of testing

the samples albmitted with the bids. This should be done to

eliminate the refusal of unsatisfactory merchandise that is

sometimes delivered. to the departments and institutions.

Although the investigator has no definite evidence that mer-

chandise is being refused because of quality, he offers, in

defense of his recommendations, the majority opinion at the

annual meeting of the National Association of State Purchas-

ing Officials, December 5-8, 1949, at Houston, Texas. The

association, composed of purchasing agents from twenty-six

states, agreed that a testing program was an indispensable

phase of good state purchasing and emphasized that without

good inspection and testing, specifications had little value

and there was no way of assuring that quality of goods pur-

chased actually was being delivered.

2. Opening of Bids. The law states that bids received

on contracts to be let are opened by the Chief of the Pur-

chasing Division in the presence of the Governor and the

State Comptroller. It is recommended by the investigator

that the bids be opened, read, and tabulated at a public

hearing. The date, time, and place of the hearing are to
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be specified in the invitation t o bid. Since the volume

of contracting done by the Chief of the Purchasing Division

runs into millions of dollars, and is one of the major items

of state expenditures, it is believed desirable that the

opening of the bids should be made at a public hearing so

that any interested citizen or dissatisfied bidder might

have an opportunity to enter a protest,



APPENTDIX A

' Excerpts from Vernonts Civil Statutes of the State
of Texas, Revision of 1948, Articles 631-664 and Supple-
ments of 1949-1950.

Article 631. Creation of Board and Chief of Division

The office of the State Purchasing Agent is hereby
abolished and all laws relating to such office and con-
ferring authority upon him, including Chapters 1 and 2
of Title 125, Revised Civil Statutes of this State,
(1911), are hereby made to apply to the State Board of
Control, and the same shall be carried out and executed
by the State Board of Control, in the same manner as
they were formerly executed and carried out by the State
Purchasing Agent.

The Board may appoint a Chief of its Division of
Purchasing, who shall have had not less than five years
experience immediately preceeding his appointment, as a
purchaser for a department store or wholesale establish-
ment of recognized standard and successful experience
and no other person shall be eligible for such position.

Article 632. Term of Office

Said chief shall hold his office for a term of two
years from the date of his qualification and until his
successor is appointed and qualified. He shall not
receive, directly or indirectly, any extra compensation
in the way of commission or otherwise, nor shall he
collect or be paid his salary or any part thereof while
he is in any manner indebted to the State, or in arrears
in his accounts and reports as such agent.

Article 633. Interest in Contract

Neither said chief nor any member of the Board nor
any employe or appointee of the Board shall be interested
in, nor in any manner connected with, any contract or
bid for furnishing supplies or articles of any kind to
any of the institutions or departments of this State, or
with any person, firm or corporation who is interested

70
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in or in any manner connected with any kind of contract
with this State or any of its institutions and depart-
ments. Neither shall said agent accept or receive from
any person, firm or corporation to whom any contract
may be awarded, directly or indirectly, by rebate, gift
or otherwise, any money or other thing of value whatever,
nor shall he receive any promise, obligation or contract
for future reward or compensation from any such party.

Article 634. Departmental Supplies

The Board of Control shall purchase all the supplies
used by each Department of the State Government, including
the State Prison System, and each eleemosynary institu-
tion, Normal school, agricultural and Mechanical College,
University of Texas, and each and all other state Schools
or Departments of the State Government heretofore or here-
after created. Such supplies to include furniture and
fixtures, technical instruments and books, and all other
things required by the different departments or institu-
tions, except strictly perishable goods.

Article 6341. Contracts with State Prison

. The Board of Control is hereby authorized to make
contracts with the State Prison Board for the purchase
of supplies, equipment and materials for use by other
State institutions, including food, supplies, clothing,
shoes, metal utensils and appliances, furniture and fix-
tures, and any and all other supplies or agricultural or
manufactured products, binding, other labor for use of
the State in any of its Departments, Commissions, Boards,
Offices, or eleemosynary or educational institutions,
including any and all supplies, equipment, material or
labor purchased or used by or for the State, under the
direction of the Board of Control.

Article 6 34a. Bids on Public Contracts

1. The Board of Control shall in all public contracts
to be let or awarded by it invite bids and furnish proposals
to those desirous of bidding on such forms as it may deem
proper. Said Board may place any person, firm or corpora-
tion so desiring on a'Statemlling list which said list shall
entitle said holder to a copy of the proposal on any con-
tract that is to be -let. To be entitled to receive such
State mailing list, said holder shall first pay in advance
an annual service charge, to be determined by the Board
of Control, which same shall not be less than five (5.00)
Dollars nor more than Seven Dollars and Fifty ($7.50)
Cents.
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2. Where any bidder or prospective bidder, other
than those appearing on said State mailing list, desires
to bid on any contract to be let by said Board, he shall
pay such amount for the proposal or proposals furnished
to him, as said Board may determine is just and necessary;
provided, however, in the event said Board finds that a
service charge may work a hardship on some particular
bidder or class of bidders, it may forego such charge and
shall be authorized to furnish such proposals.

3. All amounts collected from the annual service
charge of those on the State mailing list or frorm pro-
posals furnished shall be deposited in the State Treasury,
in the name of the "State Board of Control Special Service
Account," and enough of said funds so collected shall be
used by said Board and paid out as other funds are to
defray all necessary expenses and charges in connection
with the making and furnishing of said proposals.

Article 635. Bidder's Affidavit

The bidder for the contract for such supplies shall
be required to file with his respective bids an affidavit
stating that neither the affiant nor the firm, corporation,
partnership nor institution represented by the affiant,
or anyone acting for such firm, corporation or institu-
tion, has within twelve months past violated any law of
this State relating to trusts or monopolies. The Attorney
General shall prepare the form of such affidavit which
shall embrace each phase of the statutes of Texas forbid-
ding trusts and monopolies, and shall also provide that
neither the affiant nor the firm, corporation or part-
nership represented by him has communicated directly or
indirectly the bid made by such person, firm or corpora-
tion bidding, to any competitor bidding on said contract,
or any person engaged in such line of business or any
other person.

Article 636. Storekeepers

The superintendent of each educational and eleamosy-
nary institution placed by law under the management and
control of the Board of Control, shall, with the consent
of the Board, appoint one storekeeper and accountant
for each of said institutions, who shall hold office for
two years from the date of qualification, or until their
successors shall have qualified, unless sooner removed
by the Board. Where the magnitude of an institution is
not sufficient to employ a storekeeper and accountant,
the superintendent shall perform that service.
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Article 637. Bond

Each storekeeper or accountant shall, before entering
upon the performance of his duties, make and file with
the Comptroller a bond in tIh sum of ten thousand dollars,
payable to the State, conditioned for the full, faithful,
accurate and honest performance of his duties, and approved
by the Governor.

Article 638. Acts Prohibited

No such storekeeper or accountant shall sell or in
any way be concerned in the sale of any merchandise,
supplies or other articles to any such institution, or
have any interest in any contract therewith, or any other
institution or department of the State government.

Article 639. Reports

Such storekeeper or accountant shall keep the Board
constantly informed as to the amount and character of
supplies on hand and the amount and character required in
order to keep the institution provided for. They shall
make reports to the Board on or before the tenth day of
each month. They shall also furnish any other information
respecting such matters as the Board may request.

Article 640. Surplus Supplies

When any institution accumulates any amount of supplies
on hand in excess of its needs, and another institution is
in need of such supplies, the Board shall be authorized to
transfer any of such supplies from the institution having
such excess to such institution in need of such supplies,
and debit and credit shall be made on the basis that such
supplies can be purchased in the open market at the time
of the transfer, when it is less than the cost under the
general contract for such supplies for the fiscal year,
otherwise the debit and credit shall be made on the basis
of the general contract price for that year.

Article 641. May Dispense with Storekeeper

Any educational institution may dispense with the
position of storekeeper and appoint some person at such
institution to receive such supplies and make the reports
required of storekeepers.
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Article 642. Supply Contracts

The Board shall contract for all supplies, merchan-
dise and articles of every description needed for the
maintenance and operation of such institutions, except
those supplies designated as perishable, and supplies
of a special character, as books for libraries and supplies
for the laboratories and laboratory work and instruction,
and any special supplies for instruction, demonstration
and research for educational institutions, to be desig-
nated as "Special Supplies for Educational Institutions."
The Board shall base its contracts upon estimates to be
furnished the Board by the superintendents by the first
day of April of each year, for the entire year.

Article 643. Notice and Limits

All such contracts shall be made after full notice
by advertisement once a week for not less than four weeks
in at least four of the leading papers of this State, to
be selected by the Board. Such contracts shall be made
within the limits of the appropriations made by the Legis-
lature for such purposes, regard being had to the appro-
priations for each institution.

Article 644. Requisites of Bids.

The Board shall advertise for sealed bids of pro-
posals to furnish the aggregate of the articles and
supplies as estimated by such institutions, naming the
articles and supplies and the quantities and character
required. All such bids and proposals shall, when re-
quired by the Board, be accompanied by samples or designs
furnished by the bidder, and shall be fc' the entire
period of one year. Such supplies, articles and merchan-
dise shall be delivered at such times and in such quan-
tities to such institutions, as the Board may designate.

Article 645. Short Term Contracts

If the Board at any time discovers that they can
purchase the same supplies for less money than for any
one year by buying the same for a less length of time,
they shall make such purchases for a shorter length of
time, not less than for three months.

Article 646. May Reject Bids

The Board shall in all cases reserve the right to
reject or accept any or all bids, or reject in part if
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it prefers, and in such case they may buy in the open
market until a satisfactory bid is offered.

Article 647. Equal Bids

The terms and conditions, and the period for which
such bids or proposals are invited shall be clearly stated
in the advertisement. When the same article is estimated
for by two or more institutions, but of different brands
or grades, such articles shall be purchased so as to
produce uniformity in use by each institution, and other
things being equal, supplies offered by bidders who have
an established local business, shall have preference.

Article 648. Equipment

Furniture or equipment for educational institutions
shall be such as is especially adapted or designed for
such institutions.

Article 649. Bond or Security

All bids or proposals shall be accompanied by a bond
or certified check in such sum as the Board may require.
Such requirement shall be stated in the advertisements
calling for bids.

Article 650. Separate Bids

The Board may advertise for the various articles and
supplies needed either separately or all together, and
may accept a bid for the same to be furnished either sepa-
rately or all by one bidder. Preference shall be given,
all things being equal, to State products.

Article 651. Opening of Bids

All bids shall be opened on the date and at the place
specified in the advertisement. The opening and inspection
of bids shall be made by the Board in the presence of the
Governor and the Comptroller.

Article 652. Quality of Goods

The supplies and articles furnished under all bids
and contracts shall be such as called for by requisition
of the superintendents of the several institutions. Each
article shall be equal to the sample which is required
with the accompanying bid.
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Article 653. Misrepresentation

If supplies delivered under contract are not equal
to the sample, the superintendent whall refuse to accept
them.

Article 654. Estimates

The estimates upon which advertisements and con-
tracts are made shall as near as practicable state the
quantity and quality of the articles and supplies needed.

Article 655. Invoice: Affidavit

The contractor or seller shall in all cases append
an affidavit stating that the invoice is correct and that
it corresponds in every particular with the supplies and
services contracted for; except where the supplies and
services contracted for amount to Ten ($10.00) Dollars
or less, the affidavit of the contractor or seller may
be dispensed with, and in lieu thereof the contractor
or seller shall certify that the invoice is correct and
that it corresponds in every particular with the supplies
and services contracted for.

Article 656. Invoice: Delivery

Invoices of all supplies shall be furnished in tripli-
cate by the contractor or seller at the time of delivery
of said supplies, one of which shall be sent to the store-
keeper of the institution to which the supplies are sent.

Article 657. Invoice: Check of Goods

As soon as supplies are received and examined by thestorekeeper of the institution to which the same were
shipped, if they check with the invoices transmitted and
the samples by which the supplies were sold, he shall
trans4Jit to the Board of Control the original invoices
and suplicate with his certificate thereon that the
supplies received correspond in every particular with the
samples by which they were sold. If the Board finds such
invoice to be correct, it shall approve and transmit the
sane to the Comptroller.
Article 658. Invoice: Payiaent

When such invoice so approved by such storekeeper andby the Board of Control, shall be approved by the Comp-
troller, he shall draw his warrant upon the State Treasury
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for the amount due on the invoice or for so much thereof
as has been allowed, and it shall be charged against the
institution.

Article 659. Contract Bond

When any bid has been accepted, the Board shall
require of the successful bidder a bond payable to the
State with good and sufficient sureties in a sum not less
than one-third the amount of the bid, conditioned that
the bidder will faithfully and accurately execute the
terms of the contract into which he has entered. Said
bond shall be filed in the office of the Comptroller, and
recoveries may be had thereon until exhausted.

Article 660. Purchase without Contract

In case of emergency, and where articles are necessary
and needed by any institution, and it is impracticable to
include them in 'the annual contract, the superintendent
shall make a requisition for same to the Board of Control;
and the Board may forthwith purchase~such articles in the
open imrket.

Article 661. Equipment: Specifications

Furniture or equipment for educational institutions
shall be of the particular kind and make as requisi-
tioned by such institution and approved by the Board.

Article 662. Local Dealers

Preference shall be given to dealers in cities or
towns in the county in which said institution is located
conditioned that the articles purchased shall be equal
in price and quality to articles which can be purchased
elsewhere.

Article 663. Appropriations

All purchases by contract or otherwise, as herein
authorized, shall be in accordance with such appropria-
tions as shall be made by the Legislature for the support
of the several institutions respectively.

Article 664. Rules

The Board shall frame and transmit to each institu-
tion a system of rules and regulations for the purchase
of such supplies as have been designated by them as
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perishable and as special supplies for educational insti-
tutions, and to which, conformity by all institutions
is hereby required.

Article 664-I. Surplus War Materials

The Board of Control of the State of Texas is hereby
authorized and directed to purchase for any county or
any other political subdivision of this State such surplus
war materials or surplus goods, merchandise, equipment
or other wares from the Federal Government or its agencies
as may be offered for sale by them, provided said county
or other political subdivision shall request the Board of.
Control to make such purchase, and provided they shall
deposit with the Board of Control sufficient funds to
cover payment therefor.
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