Competitive Sourcing Frequently Asked Questions 

What is the President’s Competitive Sourcing Initiative?

The President stated, as part of his Management Agenda, "Government should be market-based — we should not be afraid of competition, innovation, and choice. I will open government to the discipline of competition." He charged each agency with conducting a review of its federal workforce performing commercial activities to determine if any of the activities being performed could be provided by the private sector at less cost to the government. 

What is Competitive Sourcing? 

Competitive Sourcing is one of the five elements of the President's Management Agenda.  It is a process by which commercial-type activities that are currently performed by governmental agencies are evaluated, re-engineered for efficiency, and where appropriate are offered to the private sector for bidding on a competitive basis in order to ensure that customers, stakeholders, and citizens are provided services at the best possible value.  Under competitive sourcing, executive agencies must study some of the commercial activities currently performed by federal employees. 

Which jobs will be studied under Competitive Sourcing?

Management officials in consultation with the Department select the functions and positions to be studied. Factors to be considered when making competitive sourcing decisions include such things as: has the activity already been successfully outsourced within the agency or the Federal government, does the agency currently have a skills gap, technology gap or staffing shortage in the activity, and does the private sector sources exist to perform the activity.

Are there FTE reduction goals or targets associated with Competitive Sourcing?

No, management has not identified FTE reduction goals for its Competitive Sourcing Initiative.  HUD’s focus of competitive sourcing is integrating this concept into its business decisions so that it is a regularly considered option for improving the cost-effectiveness, performance, and quality of services.

What is OMB Circular A-76?

OMB Circular No. A-76 sets the policies and procedures that executive branch agencies must use in identifying commercial-type activities and determining whether these activities are best provided by the private sector, by government employees, or by another agency through a fee-for-service agreement. The term typically used to describe this process is “competitive sourcing.” 

On May 29, 2003, a revised OMB Circular A-76 was issued. The revised circular emphasis is on getting the best value for the citizen, irrespective of who performs the work. 

What is the FAIR Act?

The Federal Activities Inventory Reform Act requires the executive agencies to prepare an annual inventory of commercial activities and inherently governmental activities performed by government employees.  The definitions of "commercial" and "inherently governmental" are published in OMB Circular A-76. The FAIR Act inventories, after being approved by OMB and posted in the Federal Register, are used by agencies to identify which activities and positions will be studied for competitive sourcing.

What’s the difference between a commercial function and an inherently governmental activity? 

An inherently governmental activity is defined as an activity that is so intimately related to the public interest as to mandate performance by government personnel. These activities require the exercise of substantial discretion in applying government authority and/or in making decisions for the government. 

A commercial activity is a recurring service that could be performed by the private sector, and is resourced, performed, and controlled by the agency through performance by government personnel like inherently governmental. 

Will every function listed in the inventory be competed?

No, the inclusion of a function on the agency's inventory of commercial activities does not mean that the agency is required to compete the function.  Rather, the FAIR Act is an inventory of the agency’s commercial activities.  Not all commercial activities performed by Federal employees must be performed by the private sector, though all such activities must be inventoried under the provisions of the FAIR Act and Circular A-76. The decision, as to which commercial functions remains will be with Secretary or Assistant Secretary.

Are there functions that cannot be contracted?

Yes, the inherently governmental activities cannot be contracted out.   These activities are closely related to the public interest and are required to be performed by Federal government personnel.

How are decisions made concerning which functions are Inherently Governmental and which are not?

Each year a call is sent out to each program office requesting the classification of each inherently governmental and commercial function under their purview based on the criteria issued in OMB Circular A-76. 

Can the inventory be challenged?

Under the FAIR Act, "interested parties" have 30 working days to submit a written inventory challenge. The inventory challenge should be limited to; (a) the reclassification of an activity as inherently governmental or commercial or (b) the application of the reason codes.  Function codes are not subject to the inventory challenge process.  Additional details regarding the FAIR Act’s inventory challenge process are outlined in OMB Circular A-76. 

How do people know if their job is going to be studied? 

OMB Circular A-76 requires an agency to make a formal public announcement for each competition. HUD notifies the affected employees, and the employees’ unions, that their jobs will be part of the study before the formal announcement. Depending on the particular situation, this advance notice may be weeks or days before the formal announcement.

What is expected of an affected employee while the study is taking place?

While the study is taking place, employees are expected to continue performing their work assignments in the same manner as before the study was announced. Until the study is completed and a decision made, it is impossible to predict the outcome or degree of impact.  Employees maybe asked to provide input into the process.  Management will keep employees informed of the progress of the competition.

How can an employee help safeguard information that may give prospective contractors an unfair advantage?

During the course of the study, employees should only discuss their jobs and the nature of their work with those who have a genuine need to know. While the study is underway, prospective contractors may try to find out about an employee's job through casual conversation with the employee.  All persons with any knowledge of the functions under study are obligated to safeguard that information.

How can I contribute to ensuring that the Government’s bid reflects the most efficient and effective organization for the work our function performs?

The A-76 process encourages the solicitation of information from affected employees in the development of various elements of the cost comparison study, including the performance work statement, performance standards, the Most Efficient Organization and Government cost estimates. It is in your best interest to fully cooperate in providing workflow information in these studies to ensure the work you do is fairly represented in any new organization.

