DRAFT 4/23/02


The Role of the Contracting Professional 

In Competitive Sourcing 

The Administration has identified “Competitive Sourcing” as one of five management objectives. Competitive Sourcing is an examination of commercial activities to determine the most cost effective and efficient method of obtaining these services. Commercial activities are processes resulting in a product or service that could be obtained from a private sector source. Competitive Sourcing is driven by two imperatives: a looming retirement bulge that will seriously impact the government’s human capital, and budget pressures. 

Competitive Sourcing is not synonymous with headcount reductions. Competitive Sourcing is synonymous with greater efficiencies and lower costs. Competitions have consistently shown significant savings in the cost of delivering commercial activities regardless of who wins the competition. Savings of thirty percent or more are not uncommon.

The Administration wants to drive the “make or buy” comparison process through the use of competition goals. Five percent of commercial activity Full Time Equivalents (FTEs) should be competed by the end of FY02 and an additional 10% by the end of FY03 for a total of 15%.

Although Competitive Sourcing is ultimately an operational decision, the Contracting Professional can play an important business advisor role. Initial business advice can be offered during the annual review of the commercial activities inventory. Contracting Professionals can provide valuable insight on potential commercial sources when the agency is trying to determine whether an activity should be retained or competed.

Contracting Professionals can assist in developing a performance based statement of work, perform market research, develop acquistion strategies, craft creative business arrangements, prevent conflicts of interest, conduct competitions, and administer the resulting arrangements, either as contracts with the private sector or by validating government Most Efficient Organization (MEO) performance. During the entire process, procurement of training and consulting services can assist the agency in successfully implementing a Competitive Sourcing strategy.

Competitive Sourcing starts with a definition of the requirement. An effective means of defining a commercial activity is a performance-based statement of work. A ten person accounts payable function can best be described as a service requiring the processing of so many transactions, interfacing with defined financial systems and performed with a defined level of accuracy and speed rather than as a ten person level of effort. Assisting customers in implementing performance-based contracting must be a core competency of the Contracting Professional. 

Once the requirements are defined, it is necessary to analyze the market and identify potential sources. The Contracting Professional does this research for other acquisitions and can perform a similar role in Competitive Sourcing. Market research should identify potential competitors, market terms and conditions, and pricing drivers. Commercial activities are commercial services, so a knowledge of the commercial marketplace is crucial. 

The Contracting Professional can offer an acquisition strategy. If it is a direct conversion competition, should the contractor competition be against a General Services Administration (GSA) schedule? Should you use the lowest priced, technically acceptable evaluation methodology? Would a cost-technical tradeoff approach be the most effective? Should a procurement preference program be used? Should the acquisition strategy include contract type and potential incentive arrangements? 

The Competitive Sourcing process offers opportunities for creative business arrangements. These range from the development of employee owned corporations, a method used in transitioning the background investigation process from performance by government personnel to an employee owned corporation, to arrangements that incentivize soft landings for displaced government employees.

Organizational conflict of interest should be addressed. Under normal procurement rules, those involved in preparing statements of work generally are not allowed to bid on the resulting requirement.  Should the consultant preparing the performance work statement be able to prepare the government’s MEO? Should the consultant preparing the source selection plan also be allowed to prepare the government’s MEO? Government personnel on the source selection panel should not be those who stand to lose their jobs if the government MEO loses as they cannot be objective. Procurement integrity rules require that personnel on the evaluation team not discuss employment opportunities with bidding contractors. 

Consultant support may be needed. Consultants can help establish Competitive Sourcing infrastructure. They may be used to determine which commercial activities are most appropriate for competition. A consultant may assist drafting the performance work statement. Other consultants may work on the government’s bid, the Most Efficient Organization (MEO). There is a role for the Contracting Professional in acquiring these consultant services. Consultant support should generally be acquired based on expertise and past performance, similar to architect/engineering support, rather than the low-priced proposal.

After award, administration plays a role. There may be transition issues. Proper monitoring of performance should be used to avoid scope creep regardless of the winner. 

Contracting Professionals should become experts in Competitive Sourcing, even as the Administration explores ways to streamline the process. There is an important role to play.

