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OVERVIEW

Knocking at the
Door

Small businesses take aim at agency efforts to bundle

r's por easy being green, At leas

that’s whar several small business

owmers would have you believe,

They are complaining sbout 2
solicitition for office supplies working it
wiry through the Envirommental Protection
Ay, The blanker purchase dgreemient
would require vendors o guirantes twio-
day delivery of supplies ro nearly . 2,000
purchase card holders at 70 EPA offices
mamonade. Te emphagizes the use of envi-
sonmientally fiendly productes—aot o big
surprise given EPA's mision,

The size of the contrmct s daunting (o
sontie spiall firms. They'd much prefer a
senes of regonal contracts. There is also
comaderalile condern about some of the
finer details. For instance, the solicitation
culls oo the vendor to institute a woer
carmridge and battery reeyeling program
at every delivery location. The company
wonld have to educate EFA employees
abour the recveling prograim s well.

“Such rogquirements are beyond what
st dmall oftiee supply firms generally
provide, according 1o several small business

advocares, Jack Adgare, vice president of

sales for Miller's Office Products in Spring-
field, Va.. eited the conrmct duning a re-

federal contracts into mega-deals.

BY MATTHEW WEINSTOCK

cent Capiral Hill press conference @ an
example of how agencies are locking small
compantis out of the fedeml markerplace.
By bundling multple requirements into
one megi-package, agencies are Hmiting
the contractor base to large firms, small
businesses sav, Adgare and his peers argue
that somie of the requirements are linked
ummecesanly, For mstance, they say, EPA
contld issue 2 separare cantract for the re-
cyeling program. It would be easier for
firms such as Miller's to make a compen-
ave bid on a simple office supplv del,

EPA officials declined o comment on
the details of the solicittion. However, an
official says thar the agency is looking at
the requirements to try to figure out
whether there is a way w addres some of
colnpanies’ concerns.

Small rechnology vendoss also are an-
happy with the current business climare,
elummye that they wwo are being unbirly
shunred from the lucranve federal rnarket-
place. Jorge Lozano, CEO and president of
Candorrech Services, says hig [B-pemon
firm i often on the ouside looking in.
Specializing in Gcility securdty technology,
the company offérs an amay of services and
products, not the least of which i inte-

grating security systems—everything from
cand access keys o survelllance cameras
and security alanms—into one network.
[espire domg more than half of ns bus-
ness with government agencies. Lozano
v doors are sarmng o close,

In parncular, he notes:a May 2000 con-
trace from the General Services Admuimis-
tration for smart cards, Resembling credit
carch, smart cards carry smuall chips that can
hold personal identification dara. They can
be used o limit access to buildmg and
computers, or o stare viml informanon.
The GSA conrract to develop siart cards
for agencies went o five large vendors, in-
cluding KPMG Consulting. Electronic
[ara Syseems and Lion/PRC Inc. Agen-
cies are now integrating st card tech-
nology into their ovenall secunty effors.
Lozano argues thar some of the behind-the-
scenes technical work, such as networking
vartous systems, could be handled by small
firnis with special expertse. Instead, the
big companies won the work

“Asxintegrators, we could lave provided
the infrasrucmre,” Lozano savs from his
cramped office in Northern Virginia, “We
could have buile the physdeal security com-
popent 1o the svstem. Bur we weren't
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chosen o do that, The conuract bundled
thowe requirements off ro the linge firns.”

GSA officials declined w comment on
the bundhing issue

I'he anecdotes and complamis e end
lens; the refrain s always the same—con
tract bundlmg 1 doving sonall bstnesses
out of the federal marketplace. Fittns can'y
be expected to compete 1o be pnime con-
tractons. ot mega-packiges. Small firms
don't like being relegated to subcontrac-
tor status when they are perfectly capable
of performing the work agencies are
puttimg out for bid,

But bundled contracts also have bene
fis for the government. Combining prod-
uct purchases into-one big contract helps
leverage the buying power of an agency
or group of agencies, which can lead ro
better prices. Merging multiple service
awards into 4 single contract 15 also more
efficient and sasier for a shrinking acqui-
sitton) workforce to manage.

Parties on both sides of the debare are
armed with data to back up their posi-
tons, Small business advocates are quick
to point out that the government contin-
tes to muss its mark of awarding 23 per-
cent of prime contract dollars to small

businesses—albeir by only a fraction of a
percent in fiscal 2002, At the same time,
they note that the number of bundled
contracts 15 on the nse.

On the other hand, medium and large

busmesses, as well as some procurement oi-
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Small businessman
Jorge Lozano

says specialized

. tedhnology firms
stch as his are
increasingly being
locked out of the
- federal market.

ficals at various agencies, way that the ol
dollar awarde going 1o small businesses
remained fairly sable during the past dec-
ade. Awards 1o srmall businesses increased bny
12 percent from fiscal 2001 to fiscal 2002,
points aut Steven Schooner, a professor at
The George Washingron University Law
Schowl and a skepuc of the anto-bundling
movement

All of the players in the debare are us
ing the sme data

report o the Federal Procurement Dara

infommanon agencies

Center. The problemi s, the dat 5 in
consistent and incomplete. Trving o ger
1 finger on exactly how big of a problem
contrict bundling poses is dificult, ro sy
the leasi,

Yeteven wathout relable data, the Bush
administranion 1s pushing an agenda that
will foree greater scrutiny of contract
bundling,

“You have to wead carefully with the
use of statistics m this area,” says Angela
Styles, head of procurement policy for the
Bush administradon. “That is what we are
trying to get a handle on.

“We know some things for sure,” Styles
continues, “"We know thar there s a far
amount of concern in the small business
community, We know that we have
pushed agencies o consolidate contraces,
We know that we have cut our acquisi-
tion workforce, It's clear that there are
larger contracts that are bundled and that
small business can't bid on them.™

Crunching Numbers

The st .'nln]m‘ln'nswc study on contract
bundling 1o date was pr.u!hn edd last Oero-
ber by Eagle Eve Publishing Inc., a Va.-
based company that tracks procurement
trends, I_qlui-.;mig at government dara from
fiscal 1992 10 20001, Eaple
the total numbeér of bundled contracts
grew by nearly 20 percent. In fiseal 2001,

ye found that

bundled contracts accounted for 16,4 per-
¢ent of prme contricreand 51 percent of
dollars awarded

“The number and size of bundled con-
traces wsued by federal agencie has reachecd
record levels, and small businestes are re
cewving disproportionately small shares of
the work on bundled contracts.™ the re-
port concludes

During the nine-vear penod, Eagle Eve,
whitch also |1ruduﬂ*-’. the data tor the con-
tracting chars in this 1ssue of Government
Exeentive, found thar sinall firms received
61 percent of all federal prime contrico,
compared with 27 percent for large com
panizss. But in the area of bundled con-
tracts, the percentage won by small firm
was only 47 percent, l.\':]ll.]\.lrr.l with 3/
percent for large companies. And the bun-
dled contracts won by small businetses
wypically are less lucrative. Simall firms gar-
nered 13 percent of total dollars awarded
under bundled contraces, while large com-
panies wath 37 percent

Eagle Eye performed the study under a
contract with the Small Bugness Admms-
tranen’s Office of Advocacy, whose role is
to advance the interess of amll firms, Ad-

cimonally, the analyss goes beyood the stang-

tory delin
1997 Small Buosines Reauthonzanon Act
os bundlig & comolideting two or

on-of conmadct bundiing. The

def
more procursment requirements, previoushy
provided under small contructs, into a sin-
gle contract “'thar s likely 1o be unsuitabie
tor award 1o a small business” due to:
W The diversity, size or specialized natre
of the requirements.
B The aggregate dollar value of the award.
M The geographic dispersion of the con-
trace sites.
M Any combination of the three

Eagle Eye expanded the definiton to in-
clude what Paul Murphy, president of the
tirm, calls “aceretive bundling.” H's the
practice of adding dissimilir tasks to exis-
ing contracts and 1s largely seen in Govem-
mentwide Acquisinon Contracts (GWACS),
But one procurement official, speaking on
condinon of anonymity. says some agencies



alzo allow deals with sl businieses (o ex

pire and then add those requirements to

exunng contrace with larger firma

Using Eagle Eye's definition, 5

of e b

a'-F.'|~||s-.'|,|~i|.'||||_‘l'|'. dollars m fiseal 2002 were
awarded on bundled contraces. Under the
official clasification, oo than | percent of
prnic contracting dollar were bundled
Most procurement experns agree that the
report comes closer o eaprunng the cur-
rent stte of alliis than anything else
the field

|'| oD L |L1.'!; a arab ;

I'he General Accounting Ohfice

i syntheurng the data

And Seyles acknowledpes
Federal

data to present an accurate peture

*rocurement Policy Laeks sufficient

Shie wvs better information 18 on the
way, Last QOcrober, the Bush admunistra-
ton wmsued a ]-n||- b, divective on conmmact
bundling, Among other things, it reguines

AL &4 o fle with

quarterly reports

OFPP on the number of bundled con-
tracts reviewed and acoons taken to ensure
x|:|:._|.|'| [1|I.||J<.".'\.g". are pernng ther tair share
af the business.

T'he first repory, submitted in Janos

were largely wiformadonal, discuwing the
;
ypes of pohices and gudance

¢ Styles. OFPP 1
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that the Othce of

The Growing Bundle

Contract bundimg has been on the nse for the past decade. As & resull, a higher

percemage of procutemant spending i being lumped into mega-deals. In fscal 1992, f

the government spent 5183 Dillion on goods and sarvices, 41 percent of which [
was bundled, By 2001, acquisitions jumped 1o $214 billlon with 51 parcent bundled. 4

% of contract dollars bundled
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Soymcer Faglé By Pulisitng
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to demand more quantitative analvsis, She
expects reports in the commng months to

be more detailed anc

Provids a COmpre
hensive view of wlat agencies ar

in the cantracting arena
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What's the Problem?
Bundbng s nor a new plenamenon., It
been ocourrng acrivs federal agencies lor

vears. The issue has percolated w high

levels of Al blic st due to FL1¢ l_l_,‘u.l.zl

It's also

il Business groups

been on Preadent Bush™s sadar screen for
some e, As 3 candidate in 20040, Bush
made reference o contract bundling and

st scdrimserarion w i"'!li.i- seek to lma

||-.'-' rractn
For noaw, agencies are geting a mixed

the last round
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tracts and were
wide contraces. At the same time, the oz
af the federal acquisiuon workfbree was cur

sreent trom 1997 o 2001, accord-

ing to GAQ. Managing numerous small

contracts 18 more labor-mtensive than deal-
ing with a few bundled ones,

Not ';i=l|\tm'wi\' the Defense Depart
ment is the biggest bundler

Tl)i' l""‘t:h"

63 percent of all bundling during the nine-

According ro

Eve dara, Detense accounted for
vear period studied. That's about 80 per
cent of all bundled dollars

Defense officials admic thar they are com
bining more contracts, but they don’r think
their actions have been as demimental to
ed. In fact,

the number of small businesses contmacting

smiall business as has been report

with the deparoment has grown more rapidly

than the number of large imms durng the
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Soaring Schedule

Small business advocates argue that growing reliance on the Federal Supply 1
Schedules allows agencies 1o quietly consolidate purchases. That's because

orders under governmentwide contracts are not subject to reviews lor contract

bundling, The Bush administration plans to close that loophole,

Liss of Federal Supply Schedules (in millions of constant fiscal 2001 dollars)

£15

Total

0 1907 1998

Soarim L Azt (B

past decade, according to Tim Forenman,
assstant director for small busines pnme
contmactng policy ar Defense

In 1991, 20,781 small companies worked
a8 Defenwe contracton. By 2002, the num-

ber had grown ro almost 34, 000—an in

1999

crease of 63 peccent. During the same pe-
nod, the number of large companies work-
ing with the department went from 4,899
to 7,037—a jump of 46 percent. Dollar
awards oo small firms have also elimbed dur-

ing the past 10 years, from $25 billion i i

(&70)%
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5 fOvernment executives.

cal 1991 to 833 billion in fiscal 2002, - Of
coune, overall spending ar the department
increased dunng thar same period, Defenss
has consistently awarded about 21 percent
of prune contract dollars o small companies
dunng the past decade.

"Have we dote a perfiect job? MNo,™ <
Foreman. “I26 we hive a problem? Yes
Is it as bad as everyone i aving it 87 No.”

Foreroan acknowledges that Defense does
not ack orders placed against GWACs or
mitluagency contracts. The adiministranon
i now kesnly interested in thar dar

Last Jamuary, the SBA Proposed riles 1o
increxse the review of contract bundhng, It
cucntially adops many of the principles
ipelled our in the presdent’s Ocrober 2002
initative. Included in that 8 2 requirement
that orders on GWACs and other mulnple
award contracts be reviewed for bundling.
Currently, they are not subject to such re-
wiews, s a ||H:IF‘|I|.!!|" that needs o I‘ll' ad
dressed because of the conunued growth of
such acquisition vehicles, says SBA Assoc
are Adminseramor Linda Williams, D 159590,
agency onders agminst govermmentwide con-
tracts totaled roughly $21 billion. By fiscal
2001, they had jumped o $72 billlon
"We believe bundling is occurring
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there,” Willuins says, “There
are a log of tasks bemg placed

We don't

have large amounts of data

under one order

on it ver. Dut what we do see
is o signibicant dechne in the
number of new contraces
aming out and 3 rse in
CGWAC orders.™

The other problem wath
!_;'.l‘. |:r|'|r1'||:'!I:T\'.:'|1|‘ CONEEWIEE 15
that they allow large firms (o
masquerade as amall bunnesses
A |:|r|!l.|j1'.. S 1% S ONCe 1t
msikees an wtzal offer, but many
al the conmacts extenil 20 vears
DPraring that tine, a soull o
can grow o a lange cotngmny

i-.: r-'-u.:!.\.'- thi |“i-.':llrl1.l. I|!|'|'
Office of Management and
Hudger Lase February msrocred
the lour executive
‘.l"ul\-r Al
C.ommerce
MASA anid the MNatonal [nso

mtes of Health

agents bor
contrac b—05A, the
Department,
L2 TequIrT an-
munal cermhcanong of <oall bua

nesses. Another SBA proposed
rule would formualze annual
certificanion. Businewses, how

ever, have comtplaoed that such & requin
ment would be burdemome. Styvles sav
|]|.|t [ :h'\.'”l 1% Ii|'||||l|!.*_ -.I:ll_'.Fl:'\hllll'. on hcins B

mnprave the Prixiss

No Going Back
I'he SBA's proposed rule oo contract

buandling

wintild l."l.'n.'l. 4 et of ather man
dates o agendicss. Among the more <ig

mfteant i a erment that when bun

.“r_'l'.' F".n L.I:,_\ s 5~1I.I 11 F"I.Il 0 RETICIe

take measures to ensire that there is sul
ficient opportunity for small busineses w
|'.l|r:| '.|1 e G5 '.|l|l- DNEraCtors

Thar & not enough for some members of
COpEres l:‘:'P Myl ".-'l"|.l'.ft]ll|".?. [N Y
ranking mentber of the Howse Smuall Bus
nes Commirtee and & staunch opponenit
of contract consolulinon, winm o gave the
SBA authority o review all bundled con
tracts and break them apart i necesary, Her
||ru]-| l'u.ll deret 11007 -i"'l. i 'rl‘_\. whether the re-
view would take plae on contraces above
a ceramn dollar threshold, or would apply
onily o specific fypes of contracts, The SHA
suggests that reviews ke place for con
races exceeding §7 mulhon ar Defonse; $5
millian at NASA, the Energy Department

and the General Seraces Admunstmation:

4

“Do we have a
problem? Yes.
Is it as bad

—Tim Foreman,
{ Defense Department

i .| "_:_‘ |I|||!:\|! tor all 'l'.:l'-il ST IS

Stvles save that some level of addional

review Ol CONTEICE 18 of

OFPP will not ask agencles to break apart
'.'.'1'4.' prune COnimacts i I‘l"-"'\ldf Opporiu-
mides for amall firms

A Tor of wnall busimesses don't wiant o
be pame contracton,” she says, “le's not

CodTeCt Tt

prahiere ally way, ban st
it 5 money too, aod it's good for small
LRI RTS

Ulltimarely, the govenument has to came

up with a beter set of poal and mesares for

aiall bosinies conmraenr Sovies adi. To thae

end, she ha pulled t i task force of
federal procurement officers w explore how
ClE ACETIONES Can IMEsUne SUicess
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gt srmall business,” Sovles anx

about dollars pong to unall buaneses
help the economy® What's the measur
there? Are wi
r|‘:|'

trving to create jobs? What's

metnc there? Are we trane to help

sl busanesses get lrger? What's the met
We have ponge on oo long look

bBisiness, " &
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