Office of the Assistant Chief of Staff for Installation Management

 Competitive Sourcing Programs Branch (CSPB) Monthly Newsletter – 

April 2008


Greetings!

On 12 May 2008, Lorna Delay from the Office of the Secretary of Defense, Acquisition, Technology & Logistics, Housing & Competitive Sourcing will be joining our team as the Chief, Competitive Sourcing Programs Branch.  Lorna will be a tremendous asset to our organization since she brings invaluable experience to the Competitive Sourcing Program.  OSD’s loss is truly our gain!
1.  News from Office of the Secretary of Defense (OSD).  Guidelines and Procedures on In-sourcing New and Contracted Out Functions. 

Attached is a memo from the Deputy Under Secretary of Defense.  The memo addresses Implementation of Section 324 of the National Defense Authorization Act for Fiscal Year 2008 (FY 2008 NDAA) -- Guidelines and Procedures on In-sourcing New and Contracted Out Functions.
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2.  Competitive Sourcing (CS) Tidings.  
     a.  Attached is the latest DoD President’s Management Agenda (PMA) scorecard for competitive sourcing for 2nd Qtr, FY08.  Under the latest PMA scorecard, the DoD rating rose from "Yellow - Yellow" to "Yellow - Green" (for status and progress)!  OSD thanked the Navy's extraordinary efforts in accelerating their biggest competition of the year and to Air Force for staying on track with their plan. 
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     b.  It was brought to the attention of this office that AR 5-20, Chapter 1, paragraph 1-4 a through b is in error.  A revision to AR 5-20, Competitive Sourcing Program, will be published by the Army Publishing Directorate in the near future. 
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     c.  Army cancels competition at missile range -- New Mexico legislators applauded the Pentagon's decision Wednesday to cancel a competition on whether to privatize some jobs at White Sands Missile Range. http://www.alamogordonews.com/news/ci_9045930.
    d.  A Washington Post article, April 25, 2008, “Bush Plan to Contract Federal Jobs Falls Short” - Scope and Savings Have Not Met Goals provides interesting reading.   
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    e.  We have several sample documents and templates to be used in the competition process (e.g., Time Limit (TL) Extension, TL Waiver Request, TL Waiver Extension, appointment letters, etc.) are posted in the Army CS website's library link at http://www.hqda.army.mil/acsim_ca/LIBRARY/LIBMAIN.ASPX, select "Competition - Forms" from the Document Area, and then hit Select.

3.  COMPARE/DoD Commercial Activities Management Information System (DCAMIS) Updates. 

    a. COMPARE Status:  The current version is 3.3 - released on 20 March 2008.
    b. DCAMIS Status/Service Execution Reporting:  As of today, the Army actively reports 97 in-progress, completed, and concluded competition records now.  Of these active records, 81 Army competitions report post decision service performance execution data and 15 competitions are in-progress at varying stages prior to Performance Decision.  Today's Army Performance Period Audit Report lists 13 competitions requiring Service Execution data.  Five of these are 3-5 months past their Performance Period (PP) End Date and could use a little maintenance to bring them current.  The remaining eight competitions ended the period during April, please update when the data becomes available.  
4.  Training.  Organizations are responsible for Travel Expenses; scheduled CS courses are provided at no tuition cost to the students.  However, organizations are encouraged to schedule their own CS training as required.
      a.  DoD announces new Defense Acquisition University (DAU) course:  The DAU will offer a newly developed A-76 course 16-20 June 2008 at the Fort Belvoir DAU campus entitled “A-76 Costing/COMPARE”.  This course is open to all.  It will be particularly informative for individuals involved in preliminary planning, development of cost estimates, individuals who will be evaluating the agency cost estimate (contracting/acquisition professionals), and post-competition accountability.

Interested individuals should have at least a working knowledge of and/or past experience using the COMPARE software.  The mechanics of using COMPARE are not covered in this course in order to permit complete coverage of the various costing principles and techniques.  Individuals without COMPARE training should take a COMPARE course prior to attending.

The course starts with a very brief overview of the public-private competition process but the majority of the course provides detailed instruction on cost principles and estimation practices used to develop preliminary planning baseline cost estimates, adjusted baseline cost estimates, and the agency cost estimate.  Instructions on how to make costing decisions related to each standard and streamlined competition form line is explored in detail and each student will practice preparing estimates by applying the theories and principles presented during the course.

This first course offering is free to students under the terms of the contract for course development.  Costs to cover the TDY will not be funded by ACSIM, OSD, or DAU and are an organization's responsibility.  Students will need to bring their own laptop to the course.  

      b. CS Training:  Visit http://www.hqda.army.mil/acsim_ca/Training.ASPX periodically for available CS class schedules.  Identify your training requirement using the A-76 Student Training Request format found on the site and submit to your command POC.  Installation Management Command personnel must submit training requests to their Region for approval.  Your request should include number of students, location, desired course, and desired class dates (primary & alternate date comments are helpful).  CSPB POC is Dave Dengler. 
5.  I’d like to take the opportunity to thank all of you for your support of our program since this will be my last newsletter.  I know that competitive sourcing is a very complex program and not easy to implement given all of the difficult challenges facing our Army today.  I am joining the Residential Communities Initiative team as a program manager and will remain with the Public-Private Initiatives Division.  Please continue to support Lorna and the other CS team members as we try to determine the way-ahead for the CS program.   Keep up the great work!
6.  Any questions/comments - let us hear from you.   We want our monthly newsletter to provide useful and beneficial information to you.  If there is information that you would like added to the newsletter or if you want to share your A-76 lessons learned with your counterparts, please send an e-mail to any staff member.  Competitive Sourcing Programs Branch staff includes: 

     Deborah Hutton (Chief), Deborah.Hutton@hqda.army.mil, 703-602-2768, DSN 332 

     Annie Stark (Analyst), annie.stark@hqda.army.mil, 703-601-7476, DSN 329

     Dave Dengler/CALIBRE, david.dengler@hqda,army.mil, 703-604-2440, DSN 664 

     Lorna Delay (Arriving 12 May 2008), 703-601-0205, DSN 329
DEBORAH A. HUTTON

703-602-2768

Chief, Competitive Sourcing Programs Branch
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Chapter 1
Army Competitive Sourcing Program Overview

1-1. Purpose

The goal of the Army’s Competitive Sourcing (CS) Program is to use competition to obtain the most cost effective
commercial services the Army needs to accomplish its mission. This regulation provides policy for determining
whether recurring commercial activities should be operated (a) in-house using Army facilities and personnel or (b)
under contracts or agreements with either commercial entities or other Government agencies. This regulation imple-
ments Office of Management and Budget (OMB) Circular A—76, revision 29 May 2003 and the Department of Defense
(DOD) guidance found on the SHARE A-76! Web site (http://www.acg.osd.mil). Deviations from this regulation
require prior written approval from the Assistant Chief of Staff for Installation Management (ACSIM). Types of A—76
initiatives include streamlined and standard competitions.

1-2. References
Required and related publications and prescribed and referenced forms are listed in Appendix A.

1-3. Explanation of abbreviations and terms
Abbreviations and special terms used in this regulation are explained in the glossary.

1-4. Responsibilities

a. Assistant Secretary of the Army for Installations and Environment (ASA(I&E)). The ASA (I&E) is the Army’s
Component Competitive Sourcing Official (CCSO) as designated by the Department of Defense Competitive Sourcing
Official (CSO) (Deputy Under Secretary of Defense for Installations and Environment). The CCSO may delegate the
inventory process responsibility outlined in OMB Circular A-76 to another Army-level Secretariat Official.

(1) As such, the CCSO will, in writing, appoint a Delegated Competitive Sourcing Official (DCSO) for each Army
Command (ACOM), Army Service Component Command (ASCC), and Direct Reporting Unit (DRU) that will be
conducting commercia activity (CA) A-76 competitions. The DCSO is responsible for appointing, in writing, competi-
tion officials and holding these officials accountable for the timely and proper conduct of streamlined or standard
competitions through the use of annual performance evaluations.

(2) The competition officials (all inherently governmental) are the agency tender official (ATO), contracting officer
(CO), performance work statement (PWS) team leader, and human resource advisor (HRA).

(3) The ASA(I&E) provides oversight and guidance for CS Program policies and will designate an agency official
as the point of contact for resolving CS Program related issues.

b. Assistant Secretary of the Army for Acquisition, Logistics and Technology (ASA(ALT)). The ASA(ALT) provides
acquisition management expertise and develops, coordinates, and publishes guidance concerning the unique aspects of
A—76 competitive sourcing contracting requirements, such as but not limited to: acquisition planning, source selections,
and protests (in other words, contests) to support the Army CS Program. ASA(ALT) will ensure that Army contracting
offices have a sufficient number of adequately trained civilian employees to satisfactorily conduct the public—private
competitions scheduled during the fiscal year in accordance with OMB Circular A-76, including a sufficient number of
employees to administer any resulting contracts. The Army Acquisition Executive (AAE), the Head of the Contracting
Activity (HCA) or the Principal Assistant Responsible for Contracting (PARC) are responsible for appointing the
Source Selection Authority (SSA).

C. Assistant Secretary of the Army for Manpower and Reserve Affairs (ASA(M&RA)). The ASA(M&RA)—

(1) Provides civilian personnel and manpower management expertise and reviews the use of anticipated and actual
civilian space savings resulting from CS Program implementation.

(2) Establishes policies and determines which activities are inherently governmental, exempt from competition
(exempt), and competition-eligible.

(3) Serves as the inventory appeal authority for the Army list of commercial activities as provided in section 3(d) of
the Federal Activities Inventory Reform (FAIR) Act (Public Law 105-270).

(4) Maintains the inventory of inherently governmental and commercial activities (IGCA) and the FAIR inventory.

d. Assistant Secretary of the Army for Civil Works (ASA(CW)). The ASA(CW)—

(1) Represents the Army on Civil Works CS Program issues with ASA(M&RA), ASA(I&E), OSD, OMB, Congress,
Federal agencies, and other military Services.

(2) Provides broad oversight for CS Program policies and exceptions to policy for purely civil works—funded
activities and the civil works portion of activities funded through a mix of civil works and defense appropriations.

e. Director, Small and Disadvantaged Business Utilization (SADBU). The Director, SADBU, will provide Small
Business Program and Small Disadvantaged Business expertise and develops, coordinates, and publishes guidance on
SADBU policies and procedures to support Army CS Program implementation.

f. General Counsel of the Army. The General Counsel advises the Army Secretariat on all legal matters related to the
CS Program.

AR 5-20 « 11 March 2008 1
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MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTOR, JOINT STAFF
DIRECTORS OF THE DEFENSE AGENCIES
DIRECTORS OF THE DOD FIELD ACTIVITIES

SUBJECT: Implementatlon of Section 324 of the National Defense Authorization Act for
Fiscal Year 2008 (FY 2008 NDAA)—Guidelines and Procedures on
In-sourcing New and Contracted Out Functions

Section 324 of the FY 2008 NDAA, Public Law No. 110-181, January 28, 2008
(attached), added a new section 2463 to title 10, United States Code (U.S.C.) that requires
the Under Secretary of Defense for Personnel and Readiness (USD(P&R)) to develop
guidelines and procedures to ensure that the Department considers using DoD civilian
employees to perform new functions or functions that are performed by contractors. It
also requires these guidelines and procedures to be issued no later than 60 days after the
enactment of the FY 2008 NDAA, directs the DoD Inspector General to submit a report
on implementation of section 2463 to the congressional defense committees within 180
days of enactment of the Act, and repeals section 343 of the National Defense
Authorization Act for Fiscal Year 2006 (FY 2006 NDAA).

This memorandum issues the 10 U.S.C. §2463 guidelines and procedures prepared
by USD(P&R) (attached). The July 27, 2007, Under Secretary of Defense for
Acquisition, Technology and Logistics (USD (AT&L)) policy memorandum (attached)
that implemented section 343 of the FY 2006 NDAA which has now been repealed, is
cancelled.

Section 2463 of title 10, U.S.C., directs the Department to give special
consideration to using DoD civilian employees to perform certain categories of functions
and to use the inventory of contractors (required by section 807 of the FY 2008 NDAA)
to identify those functions. It also precludes the Department from conducting public-
private competitions to implement 10 U.S.C. §2463 and prohibits the Department from
placing limitations or restrictions on the number of functions that may be converted to
performance by DoD civilian employees. The USD(P&R) is implementing the
guidelines and procedures as part of the Manpower Management program consistent with
10 U.S.C. §129a. The guidelines and procedures state that DoD Components can use
DoD civilian employees to perform new functions or functions that are performed by a
contractor if an economic analysis shows that DoD civilian employees are the low cost
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provider, or the DoD Component has determined, consistent with DoD Instruction
1100.22, “Guidance for Determining Workforce Mix,” that the function under review is
inherently governmental or exempt from private sector performance. This guidance will
help ensure that when DoD Components make decisions to use DoD civilian employees,
the decisions are fiscally informed and analytically based.

This new legislation should improve our ability to reduce costs and manage the
Defense workforce. However, as DoD Components decide to use DoD civilian
employees to perform new and expanded mission requirements and to in-source
contracted work, the size of the Department's in-house workforce will increase. This will
have the attention of Congress. If we are to retain the authority provided under 10 U.S.C.
§2463 and continue to benefit from its flexibility, the Department must demonstrate to
Congress how it is being used to reduce workforce costs, realign inherently governmental
and exempt functions for government performance, and manage more efficiently and
effectively. The attached guidelines and procedures call on you to manage closely 10
U.S.C. §2463 actions to ensure responsible stewardship of Defense resources and to
assist the USD(P&R) with reporting to Congress on the Department's progress with
implementing section 324 of the FY 2008 NDAA and 10 U.S.C. §2463.

If there are questions on the attached guidelines and procedures please contact
Pam Bartlett in the OUSD(P&R) at Pam.Bartlett@osd.mil.

Attachments:
As stated

CC:
USD(AT&L)
USD(P&R)
D, PA&E
DoD IG





PUBLIC LAW NO. 110-181

SEC. 324. GUIDELINES ON INSOURCING NEW AND CONTRACTED
OUT FUNCTIONS.

<< 10 USCA § 2463 >>

(a) CODIFICATION AND REVISION OF REQUIREMENT FOR GUIDELINES.--

(1) IN GENERAL.--Chapter 146 of title 10, United States Code, is
amended by inserting after section 2462 the following new section:

"§ 2463. Guidelines and procedures for use of civilian employees to
perform Department of Defense functions

"(a) GUIDELINES REQUIRED.--(1) The Under Secretary of Defense
for Personnel and Readiness shall devise and implement guidelines
and procedures to ensure that consideration is given to using, on a
regular basis, Department of Defense civilian employees to perform
new functions and functions that are performed by contractors and
could be performed by Department of Defense civilian employees.
The Secretary of a military department may prescribe supplemental
regulations, if the Secretary determines such regulations are
necessary for implementing such guidelines within that military
department.

"(2) The guidelines and procedures required under paragraph (1)
may not include any specific limitation or restriction on the number
of functions or activities that may be converted to performance by
Department of Defense civilian employees.

"(b) SPECIAL CONSIDERATION FOR CERTAIN FUNCTIONS.--The
guidelines and procedures required under subsection (a) shall
provide for special consideration to be given to using Department of
Defense civilian employees to perform any function that--

"(1) is performed by a contractor and--

"(A) has been performed by Department of Defense civilian
employees at any time during the previous 10 years;

"(B) is a function closely associated with the performance of an
inherently governmental function;

"(C) has been performed pursuant to a contract awarded on a non-
competitive basis; or
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"(D) has been performed poorly, as determined by a contracting
officer during the 5-year period preceding the date of such
determination, because of excessive costs or inferior quality; or
"(2) is a new requirement, with particular emphasis given to a new
requirement that is similar to a function previously performed by
Department of Defense civilian employees or is a function closely
associated with the performance of an inherently governmental
function.

"(c) EXCLUSION OF CERTAIN FUNCTIONS FROM COMPETITIONS.--
The Secretary of Defense may not conduct a public-private
competition under this chapter, Office of Management and Budget
Circular A-76, or any other provision of law or regulation before--
"(1) in the case of a new Department of Defense function, assigning
the performance of the function to Department of Defense civilian
employees;

"(2) in the case of any Department of Defense function described in
subsection (b), converting the function to performance by
Department of Defense civilian employees; or

"(3) in the case of a Department of Defense function performed by
Department of Defense civilian employees, expanding the scope of
the function.

"(d) USE OF FLEXIBLE HIRING AUTHORITY.--(1) The Secretary of
Defense may use the flexible hiring authority available to the
Secretary under the National Security Personnel System, as
established pursuant to section 9902 of title 5, to facilitate the
performance by Department of Defense civilian employees of
functions described in subsection (b).

"(2) The Secretary shall make use of the inventory required by
section 2330a(c) of this title for the purpose of identifying functions
that should be considered for performance by Department of
Defense civilian employees pursuant to subsection (b). '

"(e) DEFINITIONS.--In this section the term 'functions closely
associated with inherently governmental functions' has the meaning
given that term in section 2383(b)(3) of this title.".
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(2) CLERICAL AMENDMENT.--The table of sections at the beginning of
such chapter is amended by inserting after the item relating to section 2462
the following new item:

"2463. Guidelines and procedures for use of civilian employees to
perform Department of Defense functions.".

(3) DEADLINE FOR ISSUANCE OF GUIDELINES AND PROCEDURES.--
The Secretary of Defense shall implement the guidelines and procedures
required under section 2463 of title 10, United States Code, as added by
paragraph (1), by not later than 60 days after the date of the enactment of
this Act.

(b) INSPECTOR GENERAL REPORT.--Not later than 180 days after the date
of the enactment of this Act, the Inspector General of the Department of
Defense shall submit to the congressional defense committees a report on
the implementation of this section and the amendments made by this
section.

(c) CONFORMING REPEAL.--The National Defense Authorization Act for Fiscal
Year 2006 (Public Law 109-163) is amended by striking section 343.
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Under Secretary of Defense (Personnel and Readiness)'s
Guidelines and Procedures for Implementation of 10 U.S.C. §2463
(as added to the U.S.C. by Section 324 of the FY 2008 NDAA)

1. CONSIDERATION FOR THE USE OF CIVILIAN EMPLOYEES. DoD Components
are to ensure consideration is given, on a regular basis, to using DoD civilian employees to
perform new functions and functions that are performed by contractors but that could be
performed by government employees.

2. SPECIAL CONSIDERATION FOR CERTAIN CATEGORIES OF FUNCTIONS.
Special consideration shall be given to using DoD civilian employees to perform any function
that is performed under contract and: (A) has been performed by DoD civilian employees at any
time during the previous ten years; (B) is closely associated with the performance of an
Inherently Governmental (IG) function; (C) has been performed pursuant to a contract awarded
on a non-competitive basis; or (D) has been determined by a contracting officer (CO) to have
been performed poorly during the five years preceding the date of such determination, because of
excessive costs or inferior quality. In addition, special consideration shall be given to using DoD
civilian employees to perform new mission requirements, particularly if the new requirements
entail functions that are similar to functions previously performed by DoD civilian employees or
are closely associated with the performance of an IG function.

3. IDENTIFICATION OF CONTRACTED FUNCTIONS.

3.1. DoD Components shall make use of the inventory required by 10 U.S.C. §2330a(c),
as amended by section 807 of the FY 2008 NDAA, to identify functions that should be
considered for performance by DoD civilian employees in accordance with paragraph 2 above.
However, DoD Components shall not delay implementation of 10 U.S.C. §2463 until the
inventory required by section §2330a(c) is finished, but should proceed with identifying
functions that should be considered for DoD civilian employee performance and proceed with
conversions as provided by P&R's guidelines and procedures.

3.2. 10 U.S.C. §2330a(e), as amended by section 807 of the FY 2008 NDAA, requires
DoD Components to review the contracts and activities in the inventory to ensure that the
inventory: (1) does not include any personal services contracts that were entered into or are being
performed in a manner that is inconsistent with applicable statutory and regulatory requirements;
(2) does not include any inherently governmental functions; and (3) to the maximum extent
practicable, does not include any functions closely associated with inherently governmental
functions. If there are functions or activities under contract that are determined to be inherently
governmental or exempt from private sector performance, they should be converted to
government performance consistent with DoD Instruction 1100.22 or. if no longer required.
eliminated.

3.3. Section 2330a(e) also requires DoD Components to review the inventory to identify'
activities that should be considered for conversion: (1) to performance by DoD civilian
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employees as required by section 2463; or (2) to an acquisition approach that would be more
advantageous to the DoD. In addition, section 2330a(e) requires DoD Components to develop a
plan to provide for appropriate consideration to be given to the conversion of these activities
within a reasonable period of time.

4. CONSIDERATIONS GOVERNING 10 U.S.C. §2463 ACTIONS. DoD Components shall
comply with 10 U.S.C. §129a, as implemented by DoD Instruction 1100.22, “Guidance for
Determining Workforce Mix,” when considering whether to use DoD civilian employees to
perform new or expanded mission requirements, and functions that are performed by contractors
but that could be performed by DoD civilian employees.

4.1. If functions/activities are no longer required, they shall be eliminated.

4.2. If new or expanded mission requirements or functions performed under contract are
determined to be IG or exempt from private sector performance for reasons stated in DoD
Instruction 1100.22, the functions shall be converted to government performance. In such cases,
an economic analysis need not be performed.

4.3. For all other new or expanded mission requirements, and for all other functions that
are performed under contract but that could be performed by DoD civilian employees, DoD
Components shall perform an economic analysis to determine whether DoD civilians or private
sector contractors are the low cost provider and should perform the work. Qualified cost
analysts/experts shall perform the analyses using cost factors/models that account for the full
costs of manpower, as appropriate, and make "like comparisons” of all relevant costs. Decisions
on which costs to include (e.g., overhead, facilities, equipment, supplies, health and retirement
benefits) shall depend on what is needed to achieve "like comparisons” and whether the costs are
of sufficient magnitude to influence the final decision. Additional guidance on cost factors and
cost models that address the full costs of manpower and "like comparisons” will be provided by a
working group established at the direction of the Deputy Secretary of Defense in the Program
Decision Memorandum IV, dated December 13, 2006. The working group is being led by the
Office of the Director, Program Analysis and Evaluation, OUSD(Comptroller), and
OUSD(Personnel and Readiness), in coordination with OUSD(Acquisition, Technology and
Logistics).

4.4. If a decision is made to use DoD civilians, but the Director of the local Human
Resources Office (HRO) determines that qualified DoD civilians cannot be hired to perform the
function, officials may contract (or continue to contract) for the services provided the function is
not IG or exempt from private sector performance.

5. EXCLUSION OF FUNCTIONS FROM COMPETITION. Consistent with 10 U.S.C.
§2463, DoD Components may not conduct public-private competitions under chapter 146 of title
10, U.S.C; Office of Management and Budget Circular A-76; or any other provision of law or
regulation before: (A) assigning DoD civilian employees to perform a new mission requirement;
(B) converting functions performed by contractors (covered in paragraph 2 above) to
performance by DoD civilian employees; or (C) expanding the scope of functions performed by
DoD civilian employees. Consistent with current policy, DoD Components shall not perform a
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public-private competition when converting a contracted function to government performance
that is determined to be inherently governmental or exempt from private sector performance
based on the guidance in DoD Instruction 1100.22.

6. NO LIMITATIONS OR RESTRICTIONS. No limitations or restrictions are to be placed
on the number of functions or activities that may be converted from contractor to DoD civilian
performance.

7. PROCEDURES GOVERNING 10 U.S.C. §2463 ACTIONS. Requests for manpower shall
be fiscally informed and closely managed to ensure responsible stewardship of Defense
resources.

7.1. When a DoD Component has a new or expanded mission requirement or is
considering whether to convert from contractor to government performance, manpower
managers shall follow standard manpower management procedures to determine and validate the
manpower requirements. This shall include verifying the mission, functions, and tasks to be
performed, required level of performance, and (consistent with title 10 U.S.C. §129) workload
necessary for mission success. Also, the effectiveness, efficiency, and economy of the activity
shall be assessed to determine if improvements can be made to reduce workload. Officials shall
ensure that performance requirements (i.e., required capability or outcome) are accurately stated
and directly relate to mission priority, available resources, and acceptable risk. In addition, the
workforce mix (i.e., mix of military and civilian manpower and contract support) shall be
determined consistent with policy in DoD Instruction 1100.22 and this memorandum. However,
in certain cases, workforce mix decisions may depend on the availability of DoD civilian
personnel as indicated in paragraph 4.4 above.

7.2. DoD Component officials are accountable for the management and employment of
their resources. Defense officials shall prioritize workforce requirements (to include manpower
and contract support) according to the criticality of the mission and acceptable level of risk so
that requests for resources can be considered relative to other competing needs. Requests for
additional manpower shall be fully justified, prioritized, and include a funding source or offset
based on a reprioritization of other manpower/contract support or program requirements.

7.3. Manpower managers shall reassess their manpower and workforce mix every four

" years. If activities have not been fully resourced for several years, manpower managers shall
assist officials in determining whether mission or performance requirements are overstated or
have marginal benefit and should be tailored or eliminated. This will help ensure that manpower
requirements are not overstated and reflective of mission priorities and acceptable risk.

7.4. The DoD Component's principal official for manpower management may prescribe

supplemental regulations if it is determined they are needed for effective management of 10
U.S.C. §2463 actions.
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8. GUIDELINES FOR DOCUMENTATION OF 10 U.S.C. §2463 ACTIONS.

8.1. DoD Components shall make every effort to determine the workforce mix and
priority of the activity in sufficient time to document the full-time equivalents and funding
source or offset to pay for the DoD civilian employees in their program/budget submissions.
However, DoD Components may authorize over-hire positions to preclude a gap in service
provided the manpower requirements have been documented/validated and sufficient funds are
available to pay for the civilian positions.

8.2. The DoD Component's principal official for manpower management shall maintain
oversight of 10 U.S.C. §2463 actions and (as required by 10 U.S.C. §129a) include in the
official's annual submissions for the Defense Manpower Requirements Report (DMRR) a
complete justification for converting contracted functions to DoD civilian employee
performance. DMRR submissions shall separately report the number of civilian authorizations
that were established because the functions were determined to be inherently governmental or
exempt from private sector performance and the number established because DoD civilian
employees were determined to be the low cost provider or it was determined by the contracting
officer (as provided in paragraph 2 above) that the functions under contract were performed
poorly. The DoD Component's principal official for manpower management shall justify in
DMRR submissions any significant increases in DoD civilian authorizations that result from 10
U.S.C. §2463 actions for new or expanded mission requirements and summarize plans for
converting additional functions from contractor to DoD civilian employee performance.

8.3. Increases to the Defense workforce at Major Department of Defense Headquarters
activities that result from 10 U.S.C. §2463 actions shall be reported to Congress consistent with
section 901 of the FY 2008 NDAA.

8.4. Supporting documentation for 10 U.S.C. §2463 decisions (to include copies of
economic analyses, decisions made by local HRO Directors, and determinations made by the
contracting officers) shall be retained for four calendar years so that DoD Components can
justify their 10 U.S.C. §2463 decisions in the event of a Government Accountability Office
(GAO) audit or other similar review. '

9. GUIDELINES FOR USE OF FLEXIBLE HIRING AUTHORITY. Components shall
leverage all available hiring and compensation flexibilities to facilitate the performance by DoD
civilian employees of functions described in paragraph 2 above. This shall include flexibilities
available through the National Security Personnel System (NSPS). Mission requirements (to
include any mission essential tasks) and performance objectives shall be used to help officials
establish employee performance plans, performance criteria, and job objectives, as appropriate.
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THE UNDER SECRETARY OF DEFENSE

3010 DEFENSE PENTAGON
WASHINGTON, DC 20301-3010
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MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
DIRECTOR, ADMINISTRATION AND MANAGEMENT
DIRECTOR, JOINT STAFF
DIRECTORS OF THE DEFENSE AGENCIES
DIRECTORS OF THE DOD FIELD ACTIVITIES

SUBJECT: Implementation of Section 343 of the 2006 National Defense Authorization Act

This memorandum implements Section 343 of the National Defense Authorization
Act for Fiscal Year 2006, Pub. L. 109-163 (Attachment). Section 343 requires the
Secretary of Defense to prescribe guidelines and procedures for ensuring that
consideration is given to using federal government employees for work that is currently
performed, or would otherwise be performed, under Department of Defense contracts.
Special consideration shall be given to contracts that: (A) have been performed by
federal government employees at any time on or after October 1, 1980; (B) are associated
with the performance of inherently governmental functions; (C) were not awarded on a
competitive basis; or, (D) have been determined by a contracting officer to be poorly
performed due to excessive costs or inferior quality.

As reported in the FY 2007 President's Budget, the Department spent over $105
billion on Service Contract Support in FY 2005. To ensure the Department is spending
taxpayer dollars wisely, it is important for DoD Components to consider the advantages
of converting from one form of personnel (military, civilian, or private contract) to
another for the performance of commercial activities when reprioritizing programs,
assessing risk, and building program and budget submissions, consistent with section
129a of title 10, United States Code and this policy memorandum. Section 129a requires
the Secretary of Defense to use the least costly form of personnel, consistent with
military requirements and other needs 'of the Department.

- Section 343 of the National Defense Authorization Act for Fiscal Year 2006, Pub.
L. 109-163 authorizes the guidelines to provide for the use of federal government
employees without first conducting a public-private competition under the A-76 Circular,
when appropriate. The use of federal government employees is appropriate under the
following circumstances.

Federal employees may be used to perform commercial activities not otherwise
exempted under the DoD Manpower Mix Criteria when an economic analysis shows that
they are the low cost provider for contracts that: (A) have been performed by federal

ﬁ





government employees at any time on or after October 1, 1980; (B) are associated with
the performance of inherently governmental functions; (C) were not awarded on a
competitive basis; or (D) have been determined by a contracting officer to be poorly
performed due to excessive costs or inferior quality. For new requirements and for work
that is contracted (unless the contract was awarded through public-private competition),
an economic analysis may be used in lieu of recompeting the contract or of performing a
public-private competition under OMB Circular A-76 to determine the low cost provider.
In such cases, DoD Components shall use COMPARE costing software and 343 costing
rules to perform the economic analysis. Variances to COMPARE may be approved by
the DoD Competitive Sourcing Official (CSO). Activities that are returned to
government performance as a result of such economic analyses will be reported in the
DoD Commercial Activities Management Information System.

When converting contracted activities, DoD Components may use this authority
until such actions exceed 3% of a Component’s authorizations coded under OMB reason
code B (commercial reviewable) in the DoD Component’s approved Inherently
Govermnmental/Commercial Activities (IG/CA) Inventory for the previous fiscal year,
Actions exceeding this limit require prior notification of the DoD CSO. At any time, the
DoD CSO may intervene or stop a section 343 action. All such actions shall be in
compliance with sections 129 and 129a of Title 10, U.S.C. For new requirements and
when converting contracted activitiés to Government performance, DoD Components
will use the flexible hiring authority available through the National Security Personnel
System wherever possible.

DoD Components shall document and report all DoD authorizations established as
a result of converting contract performance to government performance via a separate
column identified in the FY2007 IG/CA Inventory Guidance and explained in the
accompanying narrative. The Office of Under Secretary of Defense for Personnel and
Readiness and my office will review the Department’s annual IG/CA inventory to
improve the inventory process.

This policy will be reviewed 18 months afier implementation to identify possible
procedural changes. The review will identify the scope of Section 343 implementation
and allow for changes ensuring maximum flexibility as the Department makes
reasonable sourcing decisions to meet mission requirements using the most cost effective
and efficient sources. '

ohn J , Jr.
Acti

Attachments:
As stated
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Scope and Savings Have Not Met Goals love fromabove
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Joseph Wassmann thought he had a secure position
producing videos for the U.S. Military Academy, but
not long ago he found his job on the line because of a
Bush administration plan to inject more efficiency into
the federal bureaucracy.

Wassmann, 40, was among a group of information
management employees at West Point who had to prove that they could do their jobs better and more
cheaply than a private contractor. If they could not, they were told, the work would be outsourced. It was
all part of President Bush's government-wide plan to reduce costs by inviting contractors to bid on about
425,000 federal jobs that could be considered "commercial™ in nature.

The West Point competition dragged on for more than two years. In the end, Wassmann and most of his
co-workers won, but only by agreeing to downsize from 119 employees to 88. And the mood has never
been worse, he said.

"Tensions are at an all-time high," he said. "We have to cut ourselves to the bone to win these bids. . . .
And morale is just destroyed afterward."

The public-private face-off at West Point illustrates just what Bush envisioned when he proposed the
"competitive sourcing™ initiative in 2001 as part of his management agenda. It turned on a simple idea:
Force federal employees to compete for their jobs against private contractors and costs will decrease,
even if the work ultimately stays in-house.

But as Bush's presidency winds down, the program'’s critics say it has had disappointing results and
shaken morale among the federal government's 1.8 million civil servants.

Private contractors have grown increasingly reluctant to participate in the competitions, which federal
employees have won 83 percent of the time.

The program fell short of the president’s goals in scope and in cost savings. Between 2003 and 2006,
agencies completed competitions for fewer than 50,000 jobs, a fraction of what Bush envisioned.

Moreover, the Government Accountability Office found that the administration has overstated the
savings from some competitions by undercounting the costs of running them. Collectively, they cost
$225 million, or about $4,800 per job, according to White House figures.

"The competitive sourcing initiative did little to improve management, produced a ton of worthless
paper, demoralized thousands of workers and cost a bundle, all to prove that federal employees are
pretty good after all," said Paul C. Light, a professor of government at New York University's Wagner
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Graduate School of Public Service.

"From a legacy perspective for the president, I think this will be seen as a costly failure on his part,” said
Colleen M. Kelley, president of the National Treasury Employees Union (NTEU), which represents
150,000 employees in 31 agencies. "They have not made any progress on what their stated goal was, and
that's a good thing. It has been just an endless fight to slow them down and to derail them."

Bush officials acknowledge that they had hoped to put many more jobs up for competition -- as varied
as janitorial services and computer management. Even so, they say, the competitions completed thus far
have generated realized and projected savings of more than $7 billion.

"We've delivered real savings -- over $1 billion a year," said Clay Johnson |11, deputy director for
management at the Office of Management and Budget. "I thought we would have generated by now
even larger savings than that. But anything that generates savings of that magnitude has to be deemed a
big success."

Competitive sourcing dates to Dwight D. Eisenhower's administration, when the White House began
encouraging federal agencies to turn to the private sector for certain goods and services. For decades,
almost all such competitions took place in the Defense Department, the government's largest.

Bush entered office with a deep skepticism of government. He saw competitive sourcing as a way to
improve agencies' performance.

Private companies loved the idea of vast new contracting opportunities. But federal unions feared the
concept was simply a way to steer lucrative business to the administration's political backers.

From the outset, the program's rocky path illustrated the collective political power of federal workers.
The initiative drew early criticism from politicians whose districts included many federal employees,
including Sen. Barbara A. Mikulski (D-Md.) and Rep. James P. Moran Jr. (D-Va.). They argued that the
White House was pursuing "arbitrary” numerical job targets.

In the end, the unions and their allies in Congress largely stymied the administration's efforts. They
banned the use of numerical quotas. They inserted special provisions in annual appropriations bills that
denied funding for some competitions. And they walled off certain federal jobs after declaring them
"inherently governmental.”

The unions, including the American Federation of Government Employees and the NTEU, also won
legislative restrictions that removed health care and retirement benefits from the cost comparisons,
wiping out an advantage for many private-sector bidders.

Many contractors threw up their hands and stopped participating, said Stan Soloway, president of the
Professional Services Council, an Arlington-based contractor group.

A competition involving 258 administrative positions at the Labor Department, including 50 in the Mine
Safety and Health Administration, illustrates why contractors lost interest, Soloway said.

In May 2007, the department awarded the work to GAP Solutions, a small, minority-owned firm in
Virginia whose bid promised $62 million in savings over five years. But at the behest of unions, Sen.
Robert C. Byrd (D-W.Va.) had the jobs declared inherently governmental, prohibiting the contractor
from taking over the work.
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The company had already hired some employees, but when Labor officials terminated the $71 million
contract, they refused to reimburse the firm for its upfront costs, Soloway said. (GAP Solutions officials
declined to comment.)

"It's unfortunate that it has effectively gone from being a management tool to really more of a political
issue," he said.

The unions are not happy, either. They cite another troubled competition, this one at the Internal
Revenue Service. In 2005, about 1,100 agency employees initially won in their bid to keep jobs to
manage paper tax returns at seven IRS service centers. After a company protest, though, the agency
reversed itself and hired IAP Worldwide Services.

Shortly before IAP was to take over in late 2006, it notified the IRS that it was not prepared to do the
work at all locations. By then, federal employees were already moving to other jobs. The contractor did
not get fully on board until late last year. Yet in a report issued last spring, the OMB claimed about $35
million in savings, said Kelley, the NTEU president.

"This, for me, is just an example that OMB's projections of savings from federal contracting are wildly
speculative and they are completely unsupported by any evidence," she said.

The OMB's Johnson said agencies are doing more to validate savings claims.

"The bottom line," he said, "is the federal government can be more focused on its cost and its
performance. We should always look at what it costs us to do everything -- IT, human resources,
building maintenance, everything. And if we ever stop doing that, then we are being poor stewards of
the taxpayers' money."

At West Point, the workers won, but they are not celebrating. Some displaced employees found other
academy jobs. Some took early retirement.

Soft landings are getting harder to come by, and more competitions are on the way, said Don Hale,
president of the AFGE Local 2367, which represents 1,600 workers at the academy.

"When we first started the competitive sourcing initiative, we had some fat here," he said. "Now it's at a
point where we're going to start losing people because we can't gain any efficiencies.”
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		CURRENT STATUS


(As of March 31, 2008)

		PROGRESS


Second Quarter FY 2008

		COMMENTS



		Competitive Sourcing


Agency Lead:


CSO Wayne Arny and Comptroller Tina Jonas


Lead RMO Examiner:  


Bill McQuaid


x53657


Lead OFPP Analyst:


Matt Blum


x54953

		

Yellow


Next (

TBD

		Approved competition plan


   x   “yellow” plan (Q4 FY06)


      “green” plan”


       “green” plan” coordinated with CHCO (TBD) (G+)


Standard competitions


 _x_ one completed OR announced one or more “yellow” plan FTEs  (Y) (Q2 FY06)
 __ announced in accordance with “green” plan schedule (G) (TBD)

  _x_ completed ≥ 90% in A-76 timeframe past 4 Quarters (G) (Q2 FY07)


Standard and streamlined competitions


   x   at least 10 or sufficiently large completed since Jan. 2001 (G)(Q2  FY03)


   x   encourage participation by private and public sectors (G) (FY 04) 


   x   reviewed once implemented (G)(Q2 FY07)


Streamlined A-76 competitions completed in Circular timeframe
 _x_ ≥ 75% during the past 2 Qs 


(Q3 FY07) (Y)
 _x__ ≥ 95% during the past 4 Qs 


(Q3 FY07) (G)


Announced competitions cancelled
 _x_ ( 20% in past 2 Qs (Q4 FY06) (Y)
   x   (10% in 4 Qs (Q2 FY07) (G)


Savings


   x   anticipated net savings for past 2 Qs (Y) (Q3 FY07)


   x   anticipated for past 3 Qs (Q3 FY07)


.   x   Justifications for all commercial activities exempt from competition (Q1 FY05) (G)


 _x_  Reports monthly and quarterly to OMB. (Q2 FY 07) 


_x_  Tracks/reviews costs, savings & performance; takes corrective action


(FY 04) (G)


   x   Has approved plan for independent validation and completes plan (Q3 FY07) (G) 




		

Green


(

		Actions taken this quarter:  


· Completed all PTB V and scorecard Q2 FY 2008 deliverables.


· Announced three standard competitions on 3,085 positions and two streamlined competitions on 882 positions.  DoD’s revised FY 2008 plan is to compete 6,116 positions as part of a draft outyear plan.

· Issued a memo to the Component Competitive Sourcing Officers (CSO) reaffirming the DoD’s commitment to competitive sourcing; the memo, signed by the DoD CSO, clarified competitive sourcing language in the FY 08 National Defense Authorization Act (NDAA).


· Addressed additional implementation and reporting requirements mandated by the FY08 NDAA. Also, clarified Department policy on the National Security Personnel System (NSPS) and associated cost computations.


· Met the requirements of the Federal Activities Inventory Reform Act by submitting a report on Inherently Governmental inventories to OMB.

· Submitted Competitive Sourcing Efforts and Competition Profiles from FY07 Initiatives to OMB. 

Planned actions for next quarter:


· Complete PTB V Q3 FY 2008 deliverables.


· Continue to provide monthly updates on the number of competitions announced and the number of Full Time Equivalents involved in standard and streamlined competitions.

· Accelerate announcements of new competitions commensurate with DoD’s annual position goals.

· Continue meeting with GAO and the Inspector General to address NDAA requirements.


· Provide monthly updates on the number of competitions. 

· Continue monthly meetings with OMB (NSD and OFPP) on information systems and Congressional Commercial Activities report updates.

		· DoD remains Yellow in Status and is upgraded to Green in Progress. This upgrade reflects (1) the Navy’s impressive announcements this quarter (see bullet below), and (2) DoD’s planned competition of 6,116 positions this year.  Although DoD’s plan is less than the previous plan of 8,108 positions, this level of competitions is impressive given the difficulties present this year. 


Planned actions for next quarter (cont’d):

· Hold a meeting, to include the new DoD CSO and the Component CSO's, to review progress towards meeting competitive sourcing plan goals. 


Other comments


· The Navy should again be commended for the announcement of competitions for 3,400 more positions as part of its goal to announce competitions for 4,000 positions in FY 2008.  The Navy accelerated its announcements, which enables the Department to have a strong showing this quarter.

· The Navy and Air Force have demonstrated ongoing commitment to the CS initiative. 

· Military-Civilian Conversions are increasing significantly, and the Competitive Sourcing Initiative plan is being updated quarterly as well as annually for these conversions.

· OMB will consider an increase in the Status score, consistent with the standards for success, once DoD increases CS announcements and allocates the budget and other resources necessary to implement its Competitive Sourcing goals. 

· OMB will participate in DoD’s efforts to quantify efficiencies and savings from High Performing Organizations’ efforts.

· DoD is reviewing how its Components are meeting the Competitive Sourcing Circular's post-competition accountability, internal tracking, validation, and review requirements.  A report is expected to be available during Spring 2008.










