How did it all get started?

The idea of using the purchase card began in 1982. An executive order was issued which proposed using charge cards to cut purchasing costs. The Department of Commerce tested a card pilot in 1986, and GSA awarded a governmentwide contract in 1989. The initiative gained some momentum through the National Performance Review, as one of the reform recommendations was to expand the use of the purchase card for small dollar items, or micropurchases.

The 1994 Federal Acquisition Streamlining Act (FASA) was a major driver of reformed purchasing and contracting procedures in the Federal Government. This law, in essence, revised more than 225 statutory rules and introduced innovative procurement techniques. It encouraged agencies to rely on commercial, off-the-shelf products-instead of those designed to Government-unique specifications and simplified procedures for buying those items. It also reduced requirements for contractors to submit cost data and exempted small purchases under $2,500 from certain procurement requirements. 

The law established a simplified acquisition threshold of $100,000 and waived certain laws for procurement pilot programs, making more contracts accessible to small and disadvantaged businesses. It also amended the process for resolving protests and contract disputes, and required agencies to develop and implement a computer network architecture for conducting procurements electronically. The revamping of the source selection process, increased flexibility in small purchases, and emphasis on electronic commerce significantly boosted the purchase card program in the Federal Government. 

The Office of Federal Procurement Policy (OFPP) took the lead in furthering use of the card through a "pledge" program in 1993 among members of the Procurement Executives Association (a group of senior procurement executives from the U.S. Departments of Commerce, Treasury, Interior, Health and Human Services, Transportation, Energy, State, and GSA). They pledged to increase the use of the purchase cards in their agencies through the following goals: 

· Extend the use of purchase cards by 100% between October 1993 and October 1994: increase the number of card holders by 100%;

· Place the card in the hands of trained managers and other non-procurement personnel; 

· Identify and eliminate impediments; and 

· Share experiences to expand use. 

Later, other agencies, including the Office of Personnel Management (OPM), the Federal Emergency Management Agency (FEMA), the Drug Enforcement Agency (DEA), and Federal Prison Industries, joined in the effort. An interagency work group (the Purchase Card Council) was chartered to lead the effort under the Treasury Department. 

The Council focused on use of the card, tracking progress, publicizing the card, performing a cost-benefit analysis; challenging administrative and regulatory barriers to card use; and sharing best practices in implementation and training.

Even with this level of commitment, a number of barriers seemed to stifle quick growth in the early years. The Council identified the following as the initial roadblocks to full implementation: 

· Concern over adopting cards without explicit Federal Acquisition Regulation (FAR) regulations or mandates. 

· A cumbersome dispute process. 

· Reluctance of program offices to use the card. 

· Vendors charging sales tax and not refunding it. 

· The single purchase limit of $2,500 was too low. 

· Some offices still required paper forms. 

As these problems were solved, early success stories began to emerge. These provided evidence that time and effort savings could be realized in a big way. For example, a Commerce Department project under the National Oceans Survey to support an Antarctica program used the IMPAC card to purchase an emergency generator that had to be ordered and shipped within one day to accompany persons flying to Antarctica. By using the VISA IMPAC card, paperwork generally associated with a purchase order was completely eliminated and the generator was delivered the next day. 

In addition to gathering and publicizing early success stories, the Council performed a cost-benefit study across 10 agencies comparing costs and savings. Although the savings varied among agencies, use of the card was significantly less expensive than paper transactions. 

The average costs across the 10 agencies examined by the Purchase Card Council were: 


Use of the card also saved time. For example, purchasing simple office supplies, such as folders, under the purchase order system typically involved several steps. A requisition form was prepared by the clerical staff and reviewed and signed in the originating office. An additional four to six signatures were required throughout the organization. Finally, a purchase order was issued so that the folders could be purchased.

With the card, all these steps are eliminated. Staff can go to a local office supply store, charge the purchase, and bring back the folders the same day. Whereas repetitive small purchases were eating up time and adding no value, the new purchase cards provided "on the spot" purchasing and receiving, eliminating 2 to 6 weeks of paperwork and time. 

At the time the program was initiated, it was estimated that about 5 million paper purchase orders governmentwide could be avoided by 1997 by using the purchase card. As processing costs for a paper-based purchase transaction model were estimated at $120 per transaction by the General Services Administration, and purchase card transactions were estimated at $59 per transaction, the savings and impact on procurement workload are significant. Some 1,000 purchasing agents handling 600-700 purchase order transactions a year could be redeployed to other more cost-effective functions, saving the Government $250-$300 million per year. 

More significantly, the Government purchase card shifted the purchasing away from a purchasing agent directly to the end user -- the customer. In the early days, it was recognized that the purchase card had the potential to change procurement culture, but across the board use of the card did not begin to flourish until passage of the Federal Acquisition Streamlining Act (FASA) and Executive Order 122931 mandating procurement reform in 1994. Additionally, in December 1994, an interim Federal Acquisition Regulation (FAR) rule was issued making the card the preferred method for micropurchases, or acquisitions that total $2,500 or less. This stipulation now appears in Chapter 13.2 of the FAR. 

Resistance to the use of purchase cards was most notable among procurement staff and revolved around issues of trust and confidence. Typical procurement staff reactions included: "How can we trust the program people not to misuse it?" "What if they buy the wrong thing?" "What if they buy too much?" Procurement offices were also concerned about losing staff, as the traditional approach viewed purchasing as the main function of the procurement office. Without the workload associated with processing purchase orders, the Purchase Card Council noted that there was a fear of losing jobs. However, increased use of the card actually resulted in more time for contract administration and customer service. 

Concerns about potential misuse and fraud were not realized. The Purchase Card Council noted that agency training of users, purchase limits on each user's card, and monthly reviews within each agency adequately insured against these problems. 

Program managers and cardholders also resisted initial use of the card. The Purchase Card Council noted that program managers expressed concern about control. Cardholders hesitated to use the card. Employees naturally assumed that a major shift in the way of doing business would be a complicated process. Further training addressed these concerns successfully.

Agencies still needed to promote the card to gain full acceptance prior to passage of FASA and the 1994 Executive Order. The Purchase Card Council circulated an informal newsletter promoting card use in the agencies, highlighting successes, events, and people to contact. Agencies held publicity events, presenting honorary cards to Federal officials. Agencies and Council members also reached vendors, publicizing the card in small business publications and industry association newsletters and at trade fairs. 

This surge of activity, along with FASA and the Executive Order, boosted monthly card transactions dramatically. The 10 agencies that pioneered the effort increased purchase volume by 119% by July 1994, going from purchases of $10 million to $22 million per month under the card. These agencies were making an average 82,000 buys per month or about 1 million per year. 
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