16

Contract Management ∕ June 2017

Contract Management ∕ June 2017

17

The promise of
strategic sourcing
is that it generates billions of dollars
in savings, both for governmental
as well as commercial
organizations. There have been
some great success stories.
However, in the current
federal contracting
environment, perhaps
more than ever
before, the need
for cost
reduction has
come into
sharper
focus.
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The Trump administration has placed an emphasis on cost reductions in federal spending. This is on display in the administration’s
proposed budget,1 which plans to transfer $54 billion2 dollars
from civilian agencies to national security agencies. According to
Office of Management and Budget (OMB) Director Mick Mulvaney,
this is the “largest proposed reduction since the early years of the
Reagan administration.”3

For federal agencies, the pressure is on. Effective cost-cutting
actions can preserve programs endangered by budget cuts. This
has created a new opportunity for procurement professionals to
become strategic players in their respective agencies. With just a
few strategic adjustments to their procurement teams, agencies
can optimize the level of achievable savings while also reducing
overall acquisition processing cycle times.

What is implied by “transfer” is “cut,” because the budget reprioritization process is a zero-sum game. However, it doesn’t have
to be. The federal government spends approximately $472 billion
annually with contractors.4 With a realistic target for strategic
sourcing savings, these budget cuts can be offset.

Let Quarterbacks Throw and
Receivers Catch

Specifically, OMB has targeted 10 large spend categories (accounting for approximately $270 billion of the government’s
annual spend) for strategic sourcing savings through the use of
category management strategies. These categories include:
§§ Information technology,
§§ Professional services,
§§ Security and protection,
§§ Facilities and construction,
§§ Industrial products and services,
§§ Office management,
§§ Transportation and logistics,
§§ Travel and lodging,
§§ Human capital, and
§§ Medical.5
Even a 5–10% savings realized on this $270 billion offsets a significant portion of the $54 billion in cuts, and minimizes the zero-sum
nature of the game.
Initial efforts by commercial enterprises to reduce costs through
strategic sourcing often start with spend categories similar to
these. However, they are usually relatively low-risk categories
where poor supplier performance doesn’t have the same impact
on agency missions as higher-risk expense categories (weapon
systems, security systems, etc.)

High-performing teams have players that specialize in unique
roles. In football, a quarterback throws and a receiver catches.
Both are trained for their respective roles, respect each other’s
unique skills, and rely on each other to score points and win
games. New England Patriots quarterback Tom Brady holds the
current NFL record for the most touchdown passes in a season
(50),6 and it’s no surprise that the receiver with the NFL record for
most touchdown receptions in a season (23) is former New England Patriots receiver Randy Moss.7 It’s a team sport, and winning
happens when the right people in the right roles work together.
“Teamwork” isn’t just a high-level sports metaphor used in business to motivate teams. Teamwork has real-world, practical applications, and when applied to the world of federal procurement,
these applications can lead to billions of dollars in savings.
FIGURE 1 on page 22 depicts a high-level view of the acquisition life
cycle, along with a common interpretation of which players are
responsible for the different tasks in the life cycle. The primary
functional areas identified are the program offices and the contracting offices. In practice, the model most commonly used is the
one where program managers in the program office and the contract specialists in the contracting office perform the acquisitionrelated tasks. Program managers are usually expected to develop
acquisition packages by performing steps one through four, and
contract specialists use these packages to execute the solicitation
process (steps five and six).
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consuming back-and-forths between program managers and
contract specialists until a package is finally considered actionable. The resulting administrative churn can result in increased
cycle times.
In practice, the documentation required from program managers
will, in fact, change depending on:
§§ The dollar amount of the contract action,
§§ Whether the contract action is for services or products,
§§
Whether the contract action represents a task
order against an existing blanket purchase agreement
(BPA) or indefinite delivery/indefinite quantity (IDIQ)
contract, or
§§

Whether the action is for a new BPA or IDIQ.

That’s a lot for a team member without formal training to
effectively manage on a part-time basis.
Program managers are skilled in project management, with many
having Project Management Professional (PMP) certifications 8 and
training. Similarly, contract specialists receive federal acquisition
certification through programs like those offered through the
National Contract Management Association (NCMA), such as the
Certified Professional Contracts Manager (CPCM) and Certified
Federal Contracts Manager (CFCM) certifications. Both project
managers and contract specialists are skilled in their respective
subjects; however, program managers are often called upon to
develop acquisition packages without receiving the formal training contract specialists typically go through.
For these program managers, developing acquisition packages
is often viewed as an ancillary task that consumes 5–10 percent (or
more) of their time, with many viewing these tasks as an administrative burden they would rather do without. To their credit, however,
program managers—despite their lack of equivalent training in
acquisition, and despite their part-time focus—ultimately complete
these packages, even though it may take them longer and result in
fewer savings from strategic sourcing. It’s unfair to expect them to
be as effective as trained strategic sourcing professionals who spend
100% of their time on these tasks.
Program managers would likely agree that they’re not as effective at completing these packages—it’s not what they’re trained to
do. Their most consistent feedback about the acquisition process
is that they don’t get consistent direction from their contracting
offices on which documents should go into their acquisition packages (SOW, SOO, IGCE, QASP, etc.), while contract specialists
observe that program managers don’t fully understand that document requirements can vary from one contract action to the next
depending on factors such as contract dollar amount or the type
of product or service being contracted.
This mismatch of tasks to team members can result in time-
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This team member mismatch can also result in the development of
suboptimal contract requirements. Because of their part-time focus
on acquisition packages, program managers tend to focus on the
requirements specific to the contract actions at hand. This means
they’re not as likely to do an analysis (i.e., “Step 1” in FIGURE 1) to discover similar requirements across the entire enterprise that can be
combined with the requirements of the contract actions at hand in
order to increase volume leverage and avoid contract duplication.
Some agencies have policies that direct program managers to
search for existing contracts with similar requirements before new
contracts are created. Where using existing contracts is almost
always better than starting from scratch, these policies aren’t as
optimal as proactively conducting an enterprise-wide analysis of
all spend for targeted categories, even before a contract action
is at hand. This step is not part of the formal federal acquisition
process, but it is an example of a commercial procurement best
practice that can be applied to federal contracting.
By contrast, what’s being asked of program managers is not an
ideal practice. Without training, or the time to effectively focus,
they’re often asked to perform the timely development of acquisition packages while simultaneously keeping costs down and
avoiding the duplication of contracts. It’s like asking quarterbacks
to catch passes instead of throwing them—they can do it, but not
as well as receivers.

High-Impact Adjustments That can Pay
For Themselves

In this new environment of constrained budgets, programs can
make three key adjustments to their acquisition team to reduce
acquisition cycle times, make life easier for contract specialists,
and potentially save billions.
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FIGURE 1. HIGH LEVEL ACQUISITION PROCESS

1. Relieve Program Managers of the Responsibility
of Developing Acquisition Packages

Give this responsibility to a trained strategic sourcing specialist who
supports program managers. This strategic sourcing specialist can
be the interface between the contract specialist and the program
office. Because of their training and expertise, the strategic sourcing specialist can more efficiently and effectively analyze spend
(i.e., “Step 1” in FIGURE 1) for opportunities to combine requirements
to achieve volume leverage and reduce costs. They’re also better
trained to develop the acquisition package documents and can
make them actionable quicker. The strategic sourcing specialist becomes a team member who makes the team work more efficiently
and effectively, with all players playing meaningful, complementary
roles and motivated to cooperate. Program managers can focus
on providing contract requirements content, the strategic sourcing specialist can focus on conducting spend analyses and the
development of acquisition packages, and contract specialists can
focus on executing the solicitation process.

2. Develop a Standard Playbook and Toolkit for
Executing Steps in the Acquisition Process

The playbook should include standard operating procedures for
steps one through four in FIGURE 1, including:
§§ Conducting a spend analysis,
§§ Developing requirements,
§§ Developing the acquisition strategy, and

The toolkit should include templates for documents such as the
project work statement (PWS), statement of objectives (SOO), and
the statements of work (SOW). It should also include a tool for
consistently and rapidly developing independent government
cost estimates (IGCEs). The playbook and toolkit should promote
the consistent, high-quality execution of the acquisition process
and make that consistent process easily repeatable.

3. Measure the Results

Adding a strategic sourcing specialist to the team can produce
greater savings and result in faster process cycle times. Both
savings and cycle times should be measured and reported to
program and contracting leadership in order to show how these
improvements pay for themselves.

Why Act Now?

There are four key reasons why it’s important to act now.

1. The Trump Administration’s Focus on
Cost Reduction

As noted earlier, the new administration is focused on reducing administrative budgets to fund its priorities. Those agencies that can
offset these budget cuts with savings from strategic sourcing will
likely fare better than those who don’t, and will likely have the best
chance of preserving important programs that would otherwise be
cut. For some agencies, even an annual savings of a couple hundred thousand dollars can fund programs endangered by cuts.

§§ Developing the acquisition package.
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2. OMB’s Category Management Initiative

OMB’s previously mentioned category management initiative was
initiated under the Obama administration to reduce costs through
the strategic sourcing of 10 major categories. This initiative is
likely to gain momentum because of the Trump administration’s
emphasis on aggressive cost reduction. Agencies participating in
any of these category management initiatives will need strategic
sourcing specialists who can effectively analyze spend data to
identify savings opportunities and who have the skills needed to
effectively team with program managers and contract specialists
to deliver the savings results.

3. FITARA’s Acquisition Reforms

The acquisition reforms outlined in the Federal Information
Technology Acquisition Reform Act (FITARA) 9 are rapidly being
adopted across the federal government. FITARA’s primary goal is
to reduce waste in the acquisition of IT, and the creation of best-inclass acquisition teams to help reduce costs is a strategy growing
in popularity.

4. Personnel Cuts

On April 12, 2017, the Trump administration lifted its hiring freeze,
but said it is still targeting cost reductions through personnel
cuts and is asking all federal agencies to submit a plan by June
30, 2017, for how they’ll improve the performance of government
workers.10 If part of that plan is cost reductions through strategic
sourcing, more jobs can be preserved.

Conclusion

Priorities in Washington have changed, budgets are being reshuffled, and programs are becoming endangered because of these
priority shifts. The reshuffling of these priorities is often a zerosum game with winners and losers. If agencies want to preserve
endangered programs and jobs as priorities shift, they can free up
cash by making strategic changes to their acquisition teams and
positioning themselves to execute the strategic sourcing process
more effectively. They can add strategic sourcing specialists to
help programs manage the acquisition process, and equip them
with a standardized playbooks, tools, and templates that enable
the consistent execution of the process.
This team structure helps to ensure that the right team members
are performing the right tasks. It positions the acquisition process
to be executed like a team sport where each of the players performs tasks suitable to his or her skill and training.
In his great work, "The Republic," Plato contemplated a form of
justice through specialization. In this work, the idea of specialized
parts working together in harmony became a central theme. To
paraphrase the great philosopher, “Justice is when everybody in
society does their job.” When this happens, everybody wins. CM
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