An Overview of Competitive Sourcing: Is It the Tool for the Job?
The administration’s “competitive” sourcing initiative seeks to submit all work currently performed by federal agencies that could possibly be performed by contractors to “public-private competition.”
  These so-called “public-private competitions” must be performed under the strict and demanding procedures of Whitehouse Office of Management and Budget (OMB) Circular No. A-76.
  Initially, OMB assigned agencies arbitrary quotas of full time equivalents (FTEs or jobs) to submit to A-76 study.  In response to Congressional pressure, OMB publicly disavowed these hard quotas and replaced them with agency-specific “negotiated tailored baselines.”
  However, the practical outcome of this policy shift, at least in the Forest Service (FS), is that OMB quotas have merely moved behind closed doors.

What is an A-76 study?

The sole purpose of an A-76 study is to perform a cost comparison.  It requires use of completely prescriptive procedures to do so.  Its results are binding: A-76 requires the agency to implement its “performance decision.”  All standard A-76 study performance decisions force major organizational changes.  Work is shifted either to a government contractor or to a quasi-contractual governmental entity, the Most Efficient Organization (MEO), which is developed during the A-76 process.  The decision to enter into an A-76 study is, therefore, tantamount to a decision to transfer agency work from public employees directly accountable to the agency to a private or public entity accountable only to the contract that is developed during the process.  It is not a “study” in the normal sense of the word; rather, it is a binding process.  Briefly, the steps of the process are as follows:

· Preliminary Planning: Among other requirements, the scope (activities and FTEs) and baselines costs of work to be subjected to A-76 are determined.

· Drafting Performance Work Statement (PWS): A team of agency employees is detailed to collect the requisite data and draft this document.  It will become the terms of the contract (description, quantity, and quality standard of work; timeliness; penalties for noncompliance; surveillance plan, etc.).  A-76 requires this team be firewalled from the MEO team.
  The practice in the FS has been to firewall them from all agency personnel.

· Developing MEO: A second team of agency employees, also firewalled, is detailed to collect the requisite information and design from the ground up a quasi-contractual entity to perform the work specified in the PWS.  If the MEO is awarded this work, it enters into a quasi-contractual relationship with the agency – its “contract” is called a Letter of Obligation.

· Source Selection: A third team, also firewalled, is assembled to assess all bids for technical feasibility, compliance with the PWS, etc.  The A-76 “performance decision” from among technically acceptable proposals is then made based on A-76 cost comparison calculations.  The winning contractor or MEO is called the “service provider.”

· Associated Major Reorganizational Changes:  Impacts don’t stop when the A-76 process ends.  A-76 forces major reorganizations regardless of whether public or private bidders prevail.  In the former case, federal employees who previously reported to field units become accountable to a stove-piped organization (likely based in Washington) and, ultimately, to their Letter of Obligation.  In the latter case, contract employees are accountable to their corporate employers and, ultimately, to its shareholders.

What are the Limitations of the A-76 Process?

The A-76 process does not allow consideration of strategic matters, such as whether the mandated reorganization is likely to significantly erode the agency’s ability to fulfill its mission.  Such strategic matters must be considered before initiating the binding A-76 process.

One issue of utmost importance to the FS is its widespread use of collateral duties.  Because of its responsibility to manage 192 million acres, agency employees are of necessity thinly distributed geographically.  This decentralized structure, in which small units must perform many tasks, in turn requires that employees be multi-functional.
In the A-76 process, work performed full time is not distinguished from work that is performed on less than a full-time basis by individual employees.  In the latter case, fractional FTEs are simply summed to generate a total FTE value.  This FTE value is then treated as if it represented that number of employees, all performing the work under consideration and none other.

The A-76 process mandates a redistribution of duties.  For this to have a chance of generating efficiency, the duties under consideration must be severable.  In the case of outsourcing, duties are transferred from public employees to a contractor.  The estimated savings predicted by A-76 may be realized only if all employees previously performing this work are separated from the agency.  However, if 130 FTEs are distributed among 800 employees, how is this to be achieved?
  Similar difficulties are faced in staffing MEOs mandated by the A-76 process.  This process flaw is wrecking havoc in the FS.
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A quick primer for the bean counters:  The A-76 process is potentially useful only when applied to work performed by a severable business unit, as represented by the beans on the left.  There, duties are nicely segregated: one employee performs one duty.  However, the A-76 process fails to address the issue of collateral duties, represented above by the mottled colors on the individual red runner beans.  As shown on the right, A-76-forced redistribution of such duties can be very harmful to the organization.  To switch metaphors, even if public employees are considered nothing more than cogs in a machine, one cannot switch out half-cogs.

Notes

� See � HYPERLINK "http://www.whitehouse.gov/omb/budget/fy2002/mgmt.pdf" ��Whitehouse Office of Management and Budget, The President’s Management Agenda, Fiscal Year 2002� at 17-18.





� See �HYPERLINK "http://www.whitehouse.gov/omb/circulars/a076/a76_rev2003.pdf"��Whitehouse Office of Management and Budget, Circular No. A-76 (Revised May 29, 2003)�.





� See � HYPERLINK "http://www.senate.gov/~govt-aff/_files/ACF81.pdf" ��Statement of Angela B Styles, Administrator for Federal Procurement Policy, Before the Subcommittee on Oversight of Government Management, the Federal Workforce and the District of Columbia, Committee on Governmental Affairs, United States Senate (July 24, 2003)�.





� See �HYPERLINK "http://www.nffe-fsc.org/Documents/CSIndex/BP_2007/Communications.doc"��Forest Service Council brief, Mistakes Repeated: A-76 Study of Communications Work (February 19, 2007)�.  Similar documentation exists for the agency fleet management work currently under consideration for A-76 study.





� The administration acknowledges, “agencies do not maintain adequate records on work performed in-house.”  See � HYPERLINK "http://www.whitehouse.gov/omb/budget/fy2002/mgmt.pdf" ��The President’s Management Agenda, Fiscal Year 2002�; supra note 1, at 17.  This is certainly true of the FS.  Without exception, all national A-76 studies have collected data by means of “data calls” to field employees.  These “data calls” ask employees to report retrospective estimates of time spend performing various work activities.  The accuracy and reliability of data collected by these means is questionable.





� The MEO is treated as an external bidder under A-76; thus, under procurement rules they may not be “tipped off” about procurement sensitive information before private sector bidders are.  But what does this mean from the perspective of the government agency and, ultimately, the taxpayer?  If increased efficiency were the goal, one would think that public employees working on the best way to carry out the work would collaborate with those defining the work – the very practice that is prohibited by the A-76 firewall between MEO and PWS teams. This “firewall” hinders re-engineering efforts and benefits private bidders. It favors outsourcing of the work over efficiency increases to benefit taxpayers.  Should the question be whether the government workforce can do the job cheaper and better than private contractors, or should the question be whether a bureaucratically defined entity within the government can?  Do private firms considering outsourcing to increase efficiency restrict their internal communications in this way?  Imagine what a private manager, committed to achieving the most efficient organization possible, would have to say to such a restriction on the internal operations of his/her business. 





� See �HYPERLINK "http://www.whitehouse.gov/omb/circulars/a076/a76_rev2003.pdf"��OMB Circular A-76�, supra note 2, at B-18, which states, “An agency shall implement the performance decision resulting from a standard competition…”  The FS lacks the authority to cancel an A-76 study after announcement.  The authority to cancel an A-76 study resides with a political appointee, the Competitive Sourcing Official (CSO), an assistant secretary or equivalent level official.  The authority may not be delegated.  See �HYPERLINK "http://www.whitehouse.gov/omb/circulars/a076/a76_rev2003.pdf"��OMB Circular A-76� at 1 and B-3.  





� See �HYPERLINK "http://www.nffe-fsc.org/Documents/CSIndex/BP_2007/Communications.doc"��Mistakes Repeated: A-76 Study of Communications Work�, supra note 4.  This issue was not addressed in the agency’s feasibility study, performed prior to initiation of A-76 study, nor to our knowledge, has it been addressed in any feasibility study performed to date.
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