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INTRODUCTION

Through various state policy initiatives,
school corporation expenditures on admin-
istration, direct non-instructional services,
and classroom instruction have received
renewed attention. At a time when the
reduction of school operating expenses has
become a priority, research has docu-
mented that consolidated purchasing and
shared services between school corpora-
tions can be effective in reducing these
costs. However, the research is not compel-
ling that school corporation consolidation
would be uniformly beneficial for Indiana
(see Plucker et.al., 2007).

Under IC 21-10-3, the Indiana State Board
of Education is required to submit a report
by November 1% of each year to the state
superintendent, governor, and Indiana
General Assembly concerning:

1. Consolidated purchasing agreements by
school corporations, charter schools, or by
Education Service Centers (ESCs) on
behalf of member school corporationsand
charter schooals;

2. Shared service arrangements by school
corporations, charter schools, or by Edu-
cation Service Centers on behalf of mem-
ber school corporations and charter
schools;

3. Effortsto explorecooperative purchasing,
shared services, or consolidations by
school corporations, charter schoals, or by
Education Service Centers on behalf of
member school corporations and charter
schools.

Since 2006 an annual survey has been con-

ducted by the Indiana Department of Edu-

cation (IDOE) to collect and report this
information. The 2007 survey was com-
pleted by 203 school corporations and
charter schools and Indiana’s nine Educa-
tion Service Centers (whose membership
includes 283 school corporations, 38 non-
public schools, and one state institution).

Responsesreflect activitiesfor the 2006-07
school year.

This report summarizes and analyzes the
results of the 2007 IDOE survey and makes
comparisons to the 2006 survey results.
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SCHOOL CORPORATION
CONSOLIDATED PURCHASING
ARRANGEMENTS

Question 1 of the 2007 survey asked
whether the school corporation or charter
school had entered into a consolidated pur-
chasing agreement during the past 12
months. Of the 203 respondents, 75 (37%),
stated that they had entered into such an
agreement (see Figure 1).

The percentage of “yes” respondents
appears to be a decrease from the 44% seen
in response to the same question from the
2006 survey; however, it should be noted
that there was a significant increase in the
number of respondents this year compared
to last year. In total, the number of school
corporations that completed the 2007 sur-
vey increased to 203, up from 108 respond-
ing school corporationsin 2006. Moreover,
the total of 75 respondents who answered
affirmatively to question 1 this year was up
from 48 who answered similarly in 2006.

Question 2 then asked those who responded
“yes’ to question 1 to provide information
on the commodity purchased and estimated
savings realized from the consolidated pur-
chasing agreement.

Figure 1. Has your school corporation or
charter school entered into consolidated
purchasing arrangements with other
school corporations or charter schools?

The most common purchasing agreements
identified were natural gas consortiums
(29), insurance (24), educational/office sup-
plies (16), food supplies/services (13), and
school bus purchasing (3) (see Figure 2).
These results mirror the results of the 2006
survey in that natural gas/fuel and insur-
ance were the two most common purchas-
ing agreements.

Not all respondents reported an estimated
savings from their purchasing agreements.
However, of those that did report savings,
the lowest estimation was:

» $593for apurchasing agreement for block
salt between the Evansville-Vanderburgh
School Corporation and Vanderburgh
County.

The highest estimated savings was:

» $257,539 for anatural gas purchasing
agreement between Metropolitan School
District of Washington Township and
Metropolitan Energy Gas Association
(MEGA).

The value of the total statewide reported

savings from consolidated purchase agree-

ments between school corporations or
charter schools was approximately $1.3
million, a conservative estimate consider-
ing many school corporations did not iden-
tify an amount of savingsthat wasrealized.

This amount was a decrease of approxi-

mately 70% from the $4.2 million total

statewide savings generated by consoli-
dated purchase agreements during the

2005-06 school year (although much of the

2006 savings was due to one agreement

that saved $2.6 million).
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SCHOOL CORPORATION SHARED
SERVICE ARRANGEMENTS

Questions 3 and 4 of the 2007 survey
addressed the involvement of school corpo-
rations and charter schoolsin shared service
arrangements. Question 3 asked respon-
dents to indicate whether their school cor-




Figure 2. Please provide a listing of such consolidated purchasing arrangements to
include the commaodity or item purchased, volume, and estimated savings realized.
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Note: The numbers of responses in each of the above categories represent estimations based on

the self-reporting of the school corporations.

poration or charter school had entered into a
shared service arrangement within the past
12 months. Of the 201 respondents to this
guestion, 87, or 43%, indicated that they
had entered such an arrangement. This
year's rate is comparable to a rate of 44%
last year that was based on a total of 48
respondents to this question.

Question 4 then asked those who
responded “yes” to identify the service
and, if possible, the estimated savings from
the arrangements.

The list of most common service arrange-
mentsdid not change significantly from the
2006 survey (see Figure 3); special educa-
tion and vocational services were the two
most common arrangements. Arrange-
ments within the “Other” category were
highly varied and included facility mainte-
nance, insurance, and technology services,
among other arrangements. Not all respon-
dents reported an estimated savings from
their shared service arrangements; how-
ever, of those that did report savings, the
lowest estimation was:

*  $1,500 from Delphi Community School
Corporation for special needs transporta-
tion.

The highest estimated savings was:

+ $200,000 over three years from Metropol-
itan School District of Perry Township for
natura gas.

This highest estimated savings is a sharp
decrease from the $2 million reported in
the 2006 survey by the New Albany-Floyd
County Consolidated School Corporation
for avocational education cooperative.

The value of the total reported savings for
2007 from shared service agreements was
approximately $2.9 million.
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SCHOOL CORPORATION
EXPLORATION OF CONSOLIDATED
PURCHASING AND SHARED SERVICES

Questions 5 and 6 of the 2007 survey per-
tained to whether school corporations and
charter schools had explored consolidated
purchasing or shared services (assumed to
be implemented in future school years).
Question 5 specifically asked respondents
whether they had explored these measures.
Of the 198 respondents, 121, or 61%, indi-
cated they had explored consolidated pur-
chasing or shared service arrangements.

Thisisadecrease from the 75% reported in
the 2006 survey; however, the number of
respondentsincreased thisyear from 105to
198 for this question.

Question 6 asked those who responded
“yes’ to report what types of agreements or
arrangements had been explored. The most
common agreements and arrangements
were “other” (59), insurance pools (42),
natural gas/fuel consortiums (33), special
education/vocational education services
(14), bus purchasing and maintenance (13),
and administration/staff/personnel (13)
(see Figure 4).

Those responses within the “Other” cate-
gory were, again, highly varied, including
technology services, educational and office
supplies, corporation consolidation, and
food services. Disregarding the “Other”

category for the varied nature of its
responses, natural gas and insurance
remained the two most commonly explored
agreements.
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EDUCATION SERVICE CENTERS (ESCs)

ESCs support local education needs
through educational planning on a cooper-
ative basis and assist in meeting specific
education needs which can be provided
more efficiently through economies of
scale. The ESC delivery system, working
with IDOE and other agency partners, is
comprised of anine-region structure. ESCs
arefunded as alineitem in the Department
of Education Budget, by membership fees,
and through their own entrepreneurial
activities. All nine ESCs shared a com-
bined total of $1.7 million in 2006 from a
state budget appropriation. Although mem-
bershipin an ESCisoptional, atotal of 283
school corporations and charter schools
were members of an ESC during the 2006-
07 school year (see Table 1), up from 272
school corporations and charter schools
that were members during the 2005-06
school year. The ESC directors attribute
theincreased membership to their effortsto
expand consolidated purchasing and
shared services.
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ESC CONSOLIDATED PURCHASING
AGREEMENTS

The value of purchases among all nine
ESCstotaled $77.1 million, a 20% increase
over the 2006 reported figures. The South-
ern Indiana ESC reported the smallest
amount of purchases with a value of $1.2
million, and the Central Indiana ESC
reported the greatest total value of pur-
chases at $33.2 million. The total estimated
consolidated purchase savings realized by
al nine ESCs during the 2006-07 school
year was $14.6 million. The least amount of
savings reported was $37 in amiscellaneous
category in which only the Northern Indiana
ESC reported any purchase. The greatest
amount of savings was $7.9 million in the
food service category, in which seven of the
nine ESCs reported savings. The categories
with the greatest reported savings can be
seen in Table 2 along with which ESCs
reported purchases in those categories.
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Figure 3. Please provide a listing of such shared service arrangements to include
the kind of service and estimated savings realized.
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Note: The numbers of responses in each of the above categories represent estimations based
on the self-reporting of the school corporations and charter schools.

; ;
@
19
s

=
w® Arrangement

' 0 ®
T T |f
5\‘3“ N\.Lﬁ"

o

N
ESC SHARED SERVICE
ARRANGEMENTS

Before savings, the value of shared services
among all ESC regions totaled $15.4 mil-
lion, a 95% increase over the total before
savings from 2006. The Northern Indiana
ESC reported the least value of services at
$647,000, while the Central Indiana ESC
reported the greatest value of services with
$4.5 million.

The total estimated savings for shared ser-
vices of all nine ESCs also amounted to
$14.6 million. The category with the least
reported savings was atextbook review site
in which only the East Central ESC
reported a value; the value of savings was
$300. The greatest estimated savings was
$2.4 million in the commodity food cate-
gory with only the Southern Indiana,
Wabash Valley, Northwest Indiana, and
Northeast Indiana ESCs reporting a value
of services. The categories of serviceswith
the greatest reported savings can be seenin
Table 3 along with those ESCsthat reported
the values of servicesin each category.

Compared to the values reported from
2005-06, both the total value of services
and the savings realized experienced
increases. There was a 95% increase in the
total value of services from $7.9 million
last year. An even larger increase of 125%
was seen from last year's savings of $6.5
million.
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ESC EXPLORATION OF
CONSOLIDATED PURCHASING AND
SHARED SERVICES

Exploration of purchasing agreements and
service arrangements was also reported by

Education Service Centers. Insurance, pri-
marily property and casualty insurance,
remained the most commonly explored cat-
egory thisyear with all except for the North-
west Indiana ESC reporting exploration.
Natural gas/fuel also remained the second
most common category with all except for
the Northwest Indiana, Northern Indiana,
and Centra Indiana ESCs reporting explo-
ration. This along with other commonly
explored categories can be seen in Table 4.

N
CONCLUSIONS

« School corporationsand ESCs are making
a concerted effort to reduce costs through
cooperative arrangements for purchasing
and services. Consolidated purchasing
and shared services continue to save
schools money with atotal of $33.4 mil-
lion in estimated savings from both inde-

pendent agreements and those through the
ESCs. Although much of the “low-hang-
ing fruit” may have been picked to gener-
ate the reported savings, the majority of
school corporations and ESCs continue to
explore new purchasing and service
agreements to further extend savings.

Independently, school corporations are
making the effort to reduce costs through
cooperative arrangements. More school
corporations reported participating in
such arrangements and a majority indi-
cated that they continue to explore coop-
erative agreements. However, decreases
in savings reported in the 2007 survey
from the 2006 survey may indicate that
the largest areas of savings have already
been explored.

ESCs prove to be the greatest resource
schools have in reaizing savings from
consolidated purchasing and shared ser-
vice agreements. Nearly all school corpo-
rations in the state are currently members
of their respective ESCs and drastically
enhance their savings where they could
not with independent agreements from
one school corporation to another. Cost
savings initiated in the areas of property
and casualty insurance, workers compen-
sation insurance, as well as statewide
school bus bidding, may increase cost
savings to higher levels.

Figure 4. Please provide a listing of activities pertaining to such exploration.

Mumberof Responses

Arrangement or Agreement Considered

Note: The numbers of responses in each of the above categories represent estimations based

on the self-reporting of the school corporations.
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TABLE 1. Survey Participants: ESC Nine Region Structure

Corporations

: Non-Public SIEC]

IREEIE /S(:cr;fgé?sr Schools Institutions

Served Served Served
Region 1: 34 6
Southern Indiana - I

i — 7
Region 2: 28 11 6 ‘(:
Wilson ]
8
Region 3: 26
West Central 5
Region 4: 47 2 1
East Central
9 4
Region 5: 38 2 3
Wabash Valley
Region 6: 24 5
Northwest Indiana 2
Region 7: 36 1
Northern Indiana
Region 8: 33 12
Northeast Indiana
Region 9: 17
Central Indiana
Total 283 38 1
TABLE 2. Consolidated Purchasing Agreements
‘ Purchasing Area | Regions | SEVNIH |

Food Services 1,3,4,6,7,8,9 $7.9 million
Copy Paper All $1.3 million
Office Supplies All $985,000
Dairy Products 6,7,8,9 $756,000
School Bus Purchases 2,7,9 $722,000

TABLE 3. Shared Service Arrangements

‘ Service Area I Regions I Savings |

Commodity Food 1,5,6,8 $2.4 million
Media Service All $2.4 million
Insurance Trust 1,2,3,4,6,9 $2.1 million
Professional Development All $1.5 million
eProcurement Savings 4,8 $831,000

TABLE 4. Exploration of Purchasing Agreements and Service Arrangements

‘ Purchasing/Service Area | Regions |

Property/Casualty Insurance 1,2,3,4,5,7,8,9
Natural Gas/Fuel 1,2,3,4,5,8
School Bus Purchase 2,5,6,9
Substitute Teachers 56,7,9
Criminal Background Checks 1,6,7

L
AUTHORS

Terry E. Spradlin

(tspradli @indiana.edu) is Associate Director
for Education Policy at the Center for
Evaluation & Education Palicy.

Sephen C. Hiller

(schiller@indiana.edu) is an Undergraduate
Research Assistant at the Center for
Evaluation & Education Palicy.

|
ACKNOWLEDGEMENTS

The authors would like to thank Dr. Bill
Riley, the Associate Superintendent at the
Indiana Department of Education Office of
Financial Management, Analysis, and
Reporting for providing access to the 2006
and 2007 survey results and for sharing his
preliminary dataanalysis. The authorswould
aso like to thank Mr. Gregg Sinders, Direc-
tor of Marketing and Government Relations,
Wilson Education Center, for hisreview and
feedback on this report, and Michael Hol-
stead, Research Assistant for the Center for
Evaluation & Education Policy for his docu-
ment review and edit suggestions.

|
REFERENCES

Arrangements, shared services arrangements and
efforts of school corporations to explore coopera-
tives, common management, or consolidations as
reported by Indiana Public School Corporations
for the 2006-2007 school year.
http://www.doe.state.in.us/legwatch/pdf/
summary_school_savings_report.pdf

Summary of consolidated purchasing arrange-
ments, shared servicesarrangements, and effortsof
school corporations to explore cooperatives, com-
mon management, or consolidationsasreported by
Education Service Centers for the 2006-2007
school year.
http://www.doe.state.in.us/legwatch/pdf/
school_savings_report.pdf

Plucker et al. (2007). Assessing the policy environ-
ment for school corporation collaboration, cooper-
ation, and consolidation in Indiana. Education
Policy Brief 5(5). Bloomington, IN: Center for
Evaluation & Education Policy.

This Special Report is published by the
Center for Evaluation & Education Policy

Indiana University

509 East Third Street, Bloomington, IN 47401-3654

812-855-4438

More about the Center for Evaluation & Education Policy and our publications can be found at our Web site:

c& CENTER FOR EVALUATION
&EDUCATION PoLICY

http://ceep.indiana.edu

INDIANA UNIVERSITY

SCHOOL OF EDUCATION

An Analysis of Purchasing and Cooperative Agreements Among School Corporations, Charter Schools, and Education Service Centers — 4



