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SECTION ONE -- COMPETITIVE SOURCING OVERVIEW

Why the push on Competitive Sourcing & Privatization?

The Army performs many functions in-house, particularly in support areas, which are readily available in the private sector.  Competing in-house functions against the private sector forces us to look at the way we do things and incorporate new and innovative methodologies.  Where we find the private sector to be more efficient or cost effective, we can get more for our money by letting the private sector provide these services.  Where the private sector doesn’t have an advantage over in-house performance, we will maintain our organic capability. The end result, whether a function stays in-house or converts to contract, is improved performance, more efficient use of resources, and savings that can be realigned to other priorities, such as modernization.  

What’s the difference between Competitive
Sourcing & Privatization?

The fundamental difference is one of control over assets and processes.  

In outsourcing, we simply contract with the private sector to provide a service.  The Government retains ownership and control over the operations of the activity.  The primary method we follow in outsourcing is to compare the cost of in-house to contractor performance to determine the most efficient and cost effective mode of operation.  The Office of Management & Budget Circular (OMBC) A-76 lays out the policy and procedures we must follow in conducting cost comparisons.

In privatization, we again rely on the private sector to provide a service; however, the Government divests itself of the entire process, including all assets.  With privatized functions, the Government may specify quality, quantity, and timeliness requirements; however, it has no control over the operations of the activity.  We also may not be the only customers.  Whomever we choose to provide the service(s) would likely provide the same service(s) to others.  Lastly, by privatizing we have decided to no longer perform the function in-house.  Consequently, A-76 rules and procedures don’t apply since we will not bid on the work ourselves.

An example will illustrate some key differences.  If we outsourced vehicle maintenance, contractor personnel would use our facilities, and they would service only our vehicles.  If we privatized vehicle maintenance, we would simply take our vehicles to, say Pep Boys or Sears, where we would get in line just like you or I might with our personal vehicles.  There is risk associated with privatization.  For instance, priority service isn’t guaranteed.  It’s first come, first served.  Also, if we don’t like the service, our only choice is to take our vehicles somewhere else.

      Most of our experience to date is with competitive sourcing.  We haven’t pursued privatization in the past for many reasons, although we are working to pursue more opportunities in the future.  Privatization has more potential to achieve the kinds of efficiencies we need in order to realize savings goals.  

     OMBC A-76 defines a structured process for conducting competitive sourcing studies, but no such process exists for privatizing functions.  As we develop one, we have to overcome other obstacles, such as transferring assets from the public to the private sector, and legal issues, such as taxes in the case of privately-owned military family housing built on public property.  We must also be considerably more careful and deliberate in privatizing functions because those decisions are more difficult to reverse since we’ve divested ourselves of the assets. 

SECTION TWO--COMPETITIVE SOURCING PROCESS

What is OMB Circular A-76?

OMB Circular A-76, OMB Circular A-76 Supplemental Handbook, AR 5-20, and DA Pam 5-20, define a structured process that facilitates the comparison of performing work organically (in-house) using Government employees and other resources versus through contract with commercial firms.  The Circular was first published in 1966 and is based on policy dating to 1955 that states the Government should not be in the business of competing with its citizens (i.e., the private sector).  It has always been the government’s position to purchase goods and services from commercial sources when they are available. Most of the support services we need are readily available and can often be provided more economically by commercial firms.

There are two ways to compete activities within OMB Circular A-76, depending on the number of civilian employees involved.  If there are more than 10 civilian employees, you must perform a cost comparison, which includes developing a proposal for in-house operations (called the most efficient organization or MEO), and soliciting bids from commercial firms.  If there are 10 or fewer civilian employees, you can convert the activity directly to contract operations by soliciting bids from commercial firms.  Under direct conversion, there is no in-house bid (MEO).  Note also, it isn’t required that an activity with 10 or fewer civilian employees be directly converted instead of cost compared, it is simply an option.  The cost comparison process allows federal civilian employees an opportunity to compete.  Which option is best depends on local circumstances.  Note:  An all-military work center, regardless of the number assigned, can be directly converted.

Installation Resource Management Offices are responsible for administering this program and assisting commanders in exploring potential cost savings and program requirements.

What can be outsourced?

Army functions fall into one of two categories: inherently governmental (cannot be outsourced) and commercial activities (can be considered for competitive sourcing).  If the function is inherently governmental, it is de facto exempt from competition.  If determination is made that the function is not inherently governmental or military essential (discussed below), OMB/DoD/Army policy states the function must be competed with the private sector to ensure the most cost effective method of performance is selected to ensure tax dollars are wisely spent.  

What are inherently governmental tasks/functions?

OMB Policy letter 92-1, Inherently Governmental Functions, provides guidance for Federal agencies to determine which tasks or functions are inherently governmental.  Basically, an inherently governmental task or function is one that is so intimately related to the public interest that it mandates performance by Government employees, and as such, cannot be outsourced.  They require either the exercise of discretion in applying Government authority or value judgments in making decisions for the Government.  Simply gathering information for or providing advice, opinions, or recommendations to governmental officials is not sufficient by itself for a task or function to be considered inherently governmental.  For example, (warranted) contracting officers are inherently governmental because they are responsible for making decisions on behalf of the government.  They are the signature authority for committing government funds.  The entire contracting staff, however, does not necessarily satisfy the same criteria.  Contracting personnel who do research and provide information, advice, etc., to the warranted contracting officer(s) do not necessarily have to be government employees.  An argument can be made, however, for ultimate signature authorities to have trusted agents as advisors.  The right answer may be somewhere between the entire contracting office being considered inherently governmental and only the warranted contracting officers.  Ultimately, it is a question of balancing the needs of those responsible for committing the government with the need to minimize positions earmarked as inherently governmental.

Examples of inherently governmental tasks:

- command of military functions
- revenue disbursement

- determination of agency policy
- approving contractual agreements

- control of federal funds
- selection of individuals for Federal 
   Government employment

Illustration of inherently governmental and non–governmental:

- Determining what supplies or services are required by the government IS inherently governmental; however, the actual purchasing of such supplies and services IS NOT inherently governmental.

- Determination of Federal program priorities or budget requests IS inherently governmental; however, the actual services that involve or relate to budget preparation (including workload modeling, fact finding, efficiency studies, and cost analysis) IS NOT inherently governmental. 

[image: image4.wmf]BOTTOM LINE           There can be a very fine line in the determination of whether or not a task/function is inherently governmental.  It is often difficult and depends upon an analysis of the facts of each separate case.  Therefore, an analytical approach will be required in the decision-making process. 

What is a Commercial Activity (CA)?

A commercial activity (CA) is a function that provides a product or service readily obtainable from the private sector.  That's it! It's that simple.  Just being a CA, however, doesn’t mean a function should be pursued for possible outsourcing.  We must assess the outsourcing potential of the function and of the manpower positions in it in terms military essentiality, such as wartime deployment, support of overseas rotation, career field progression needs, and whether it has simply been traditionally performed by military personnel (e.g., military band; honor guard; etc.).  There are also legal restrictions that prevent some, or parts of some, activities being outsourced, such as firefighters and security forces.

Examples of Commercial Activities (CA):

-  custodial services

- vehicle maintenance

-  grounds maintenance
- aircraft maintenance

-  base supply
- computer software services 

How long does a cost comparison study take?

A cost comparison study is an involved process that, by statute, may take up to 48 months to complete.  Studies that involve only one function must be completed no later than 24 months following study announcement.  Studies involving multiple functions must be completed within 48 months.  OMB policy, however, requires written justification if single function studies take longer than 18 months, or multi-function studies take longer than 36 months.  Time limits start at study announcement and go to bid opening.  The appeal/protest period and the transition period do not count against these time limits.

[image: image5.wmf]What offices are involved in the cost comparison process?

A team approach is used to accomplish cost comparisons.  An installation steering group oversees the entire cost comparison process.  It typically consists of representatives from Civilian Personnel, Military Personnel, Contracting, Resource Management, Legal, the function involved in the study, and others as deemed necessary.  The installation commander is not normally a member of the steering group, but it is critical he/she be involved in the overall process.  The installation commander needs to stay involved to ensure the study is meeting milestones and be ready to engage if bottlenecks occur--but not so intricately involved in the process that his/her responsibility as the appeal authority could not be fulfilled. 
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What are the steps in a cost comparison?

The following discussion references the steps depicted in Figure 1.
Step 1 - Is activity military essential or inherently governmental?

Before an activity is approved for cost comparison, MACOMs will determine the answer to this question.   Refer to pages 4-5 for a discussion of this issue.  If an activity will not be competed, we will retain it in-house, but it should be looked at for process improvements or reengineering.  
Step 2 - Activity Nominated for Study:   (Bill wants this section worked on)
Potential outsourcing candidates are chosen from a list of commercial activities (CA).  Each installation is required to maintain an accurate inventory of its CAs.  In the past, the requirement has been for each installation to review 20% of its CAs each year.  In the future, the requirement will be for 20% of a command’s installations to review 100% of their CAs.  This is intended to facilitate the identification of larger, multifunction studies, which as said before, result in greater savings.  In any case, installations identify candidate functions from their CA inventory.  They submit their candidates to their command A-76 program manager, who will staff it through the command functional area managers (FAM) for approval.  It then goes to HQ USAF for similar staffing.  

If the initative involves more than 20 civilian employees, SAF/LL will notify Congress.
.   Once Congress has been notified, MACOM will notify the installation to proceed.  The date of this notification starts the clock for purposes of establishing the study completion milestone (24 months for single function studies and 48 months for multifunction studies).  Once approval to proceed is received, the installation commander can publicly announce the impending study to the local populace.  The target audience for local public announcement must include the union and affected employees, but the installation commander can disseminate the information more widely if he/she feels it’s warranted.  Others to notify might include local civic and political leaders.  The method of notification can include holding a meeting, radio and television announcements, and local newspaper articles and/or ads.

At one time, the law (10 USC 2468) granted sole authority to installation commanders to determine which functions to nominate.  On 30 Sep 95 this law expired.  That decision is now generally exercised at MACOM level; however, MACOM commanders are encouraged to include installation commanders in the decision-making process.  They may also choose to continue delegation of this authority to their installation commanders. 

A benefit of including MACOMs in the review and decision process is they may be able to look at command-wide contracts for similar functions or even geographical or regional efforts.
Step 3 - Develop the Performance Work (PWS) and Quality Assurance Surveillance Plan (QASP):

 A Performance Work (PWS) is a document that describes the work to be accomplished.  It spells out the government requirements that will be performed by the in-house work force or a contractor at the conclusion of the cost study.  The PWS is the most crucial part of the process because it is the basis of both the in-house and contractor bids.

The PWS should describe the output requirements of the operation.  Most importantly, the PWS should clearly state “what” is to be done without describing “how” it is to be done.  The average development time today for PWSs is five months, and even for simple operations, they tend to be hundreds of pages long.  We can help ourselves by concentrating on outputs instead of processes, thereby simplifying PWSs and taking less time to develop.  In fact, except for issues of safety, security, or law, everything that directs how work is performed should be questioned.  This will help ensure efficiencies are implemented, regardless whether the work stays in-house or converts to contractor performance.  

 We also need to make sure we include all the work in the SOW that needs to be performed.  There is a perception that contract costs increase over time due to contractors underbidding to get their feet in the door and then increasing prices once the in-house capability is gone.  According to the DoD Inspector General study on Cost Growth in Commercial Activity Contracts, over 70% of contract cost increases have been due to changes in the SOW, either because work was omitted or because of mission changes.  While we can’t control mission changes, we can clearly help ourselves by being more vigilant in ensuring all work is included in the SOW.  According to the GAO, another 25% of contract cost increases have been due to increases in Department of Labor wage rates, which are mandated by law.  Both of these factors would have equally impacted the in‑house work force.

Along with the SOW, a Quality Assurance Surveillance Plan (QASP) must be developed.  The QASP is the government’s plan to inspect contract or in-house performance to determine if service meets required quality and quantity standards.  The plan describes methods of inspection to be used, the reports required, and the resources to be employed, with estimated work hours.  As with SOWs, we should focus on outcomes in developing the surveillance plan.  For instance, rather than inspecting work processes, we should inspect a contractor’s surveillance plan.  This would take less effort on our part and would put the onus on the contractor to ensure outputs meet stated requirements.  Both the SOW and QASP are developed by the functional OPR with assistance from the Contracting and Manpower & Organization offices.  

Step 4 - Develop & Issue Solicitation:

At the same time the government is developing its proposal to perform the work described in the SOW, potential contractors are doing the same.  They are responding to a solicitation issued by Contracting.  This process is the same as every other solicitation and is governed by the rules and policies of the acquisition process contained in the Federal Acquisition Regulation (FAR). The base contracting office develops the contract solicitation and oversees the acquisition portion of the cost comparison.  As with all solicitations, there are many decisions to be made, including the acquisition strategy to be used (e.g., sealed bid or negotiated approach), plus small business set aside and NISH/NIB/Native American considerations.  The base contracting office will provide the expert advice necessary to ensure a successful solicitation.
Step 5 - Develop the MEO and Government Bid:

The MEO, or Most Efficient Organization, together with the in-house Quality Assurance Surveillance Plan (QASP), the government bid, and the Transition Plan (TP) comprise the Management Plan (MP). The MP is required for cost comparisons, but is not required for direct conversions.  The MP is a comprehensive document that includes a thorough analysis of tasks to be performed, planned management improvements, and total cost impact.  The analysis should determine operating procedures, performance factors, task accomplishment methods, staffing, and organizational structure for the most efficient and cost effective in-house civilian performance of the functions described in the SOW.  The MO office develops the MP with assistance from the functional OPR.
The most important component part of the MP is MEO, which is the basis of the government’s in-house bid.  The MEO is the in-house plan to perform the work, including the organizational structure, resources required (manpower, dollars, facilities, equipment, etc.), work processes, etc. The key requirement of the MEO is that it is traceable to the SOW and is based on the same workload. The objective of the MEO is to find new, innovative, and creative ways to provide the required services in a cost‑effective manner.  The MEO becomes the basis of the government estimate for the cost comparison.  

The MP must also include a QASP.  The purpose is the same as discussed above in the SOW section, but it applies to in-house performance.

The third component of the MP is the Government bid, or in-house cost estimate (IHCE), which is fundamentally the price-out of the MEO. The IHCE is a statement of how much it will cost the Government to perform the work identified in the SOW using the methods and organization identified in the MEO. The IHCE is developed using an automated program called COMPARE.  This software is designed to ensure all elements of cost are included and accurately priced.  The MO office develops the IHCE with assistance from the functional OPR. 

Costs included in the IHCE:

- Personnel (includes benefits)
- Utilities

- Travel

- Minor Items & Other

- Material & Supplies

- Overhead 

- Capital Equipment
- Cost to Convert to Contract

- Capital Facilities
- Maintenance & Repair

- Rental Costs
- Casualty & Liability Insurance

- Other Specifically Attributable Costs
- Cost of Capital

The last part of the MP is the Transition Plan (TP), which is a written strategy for transitioning from the current organizational structure to the MEO or contract.  It must include milestones that begin implementation within 30 calendar days after the final cost comparison decision (i.e., after all appeals have been resolved). The transition plan will include milestones that allow for necessary personnel actions, personnel moves, appropriate training (including any required certifications), as well as non-personnel considerations, such as materials and supplies, equipment, facilities, sub-contracts, leases, environmental issues, safety and security, etc.

Another document required is the Technical Performance Plan (TPP).  A government TPP is only required for best value acquisitions and is a separate and distinct document from the Management Plan.  Purpose of the TPP is to describe for the cost comparison how the MEO will meet technical requirements of the SOW. The content is the technical approach and resources expended by the Government in meeting the requirements of the SOW.  It is prepared with the requirements in the solicitation and depicts the requirements in the MEO.  The TPP is used for evaluating the goverment's proposal against those of the selected contractor in order to level the playing field.  

Step 6 - Independent Review of Government Bid

Comptroller personnel must perform an independent review of the IHCE to certify its accuracy, reasonableness, currency, and completeness.  Although more detailed, the intent of this review is the as when Contracting reviews packages submitted by private sector firms bidding on the solicitation.
Step 7 - Contractor Bids:

Contractors wishing to be considered must submit bids as in any solicitation.  The base contracting office will oversee submission and review of contractor bids.  Contracting will select the appropriate bid according to the acquisition strategy decided upon when the cost comparison process began (i.e., lowest bid or best value).  That bid is designated as the one to compete with the in-house cost estimate.

Step 8 - Cost Comparison Decision and Public Review:

On the day and time specified in the request for proposal, the Contracting Officer will conduct a formal bid opening when the selected contractor bid is compared to the in-house bid.  At this time, the Contracting Officer announces the tentative results of the cost comparison.  The public review period begins when the cost comparison form and all appropriate supporting documentation are made available to directly affected parties.

The public review period allows all affected parties to review the documentation and resolve questions.  The public review period is at least 20 calendar days but can extend up to 30 calendar days.  Administrative appeals can be filed by any DOD civilian employee or competing contractor that was directly affected by the decision.  So, don’t assume the decision is final, and don’t announce it, until all appeals have been heard and decided upon.  After completion of the public review period and appeal process and all notification requirements are met, the installation commander is free to make the final cost comparison decision announcement.  

Note:  Before converting to or from in-house, the winner must beat the incumbent by 10% in personnel costs (line 1 on the cost comparison form).  This amount is established to ensure that the government will not convert for marginal savings.

Step 9 - Implement the Result of the Cost Comparison Study (In-House or Contract):

After the public review period and administrative appeals process, the final decision to award the contract is made and the agency selected can begin transitioning.  If the final decision is in favor of the government, the MEO must begin implementation within 30 calendar days and proceed IAW the Transition Plan.  If the final decision is in favor of the contractor, the in-house function must begin necessary personnel and other actions (e.g., disposition or transfer of equipment), again according to the Transition Plan. 

What are the Installation Commander’s responsibilities in the A-76 cost comparison process?

Start-up Phase:

1.
Submit candidates to command headquarters and HQ USAF for approval.

2.
Appoint, in writing, members to a Cost Comparison Management Steering Group.  The Commander is not a member. 

3.
Publicly announce cost comparison/direct conversion to ensure the labor union and directly affected employees are notified.
In-Progress Phase:

1.
Stay abreast of the steering group’s progress -- ensure they’re meeting their milestones.  Notify the MAJCOM, in writing, when projected milestones will not be met. 

2.
Ensure the Transition Plan is workable and realistic.  For example, make sure needed skills and number of personnel will be available should the function remain in-house.  Make sure the disposition plan for displaced civilians meets requirements.

Implementation Phase:

1.
After cost comparison initial decision (in-house or contract) is made, ensure directly affected Federal employees and their representatives are informed of the Administrative Appeal Process.

2.
Appoint official to serve as the Administrative Appeal Authority as soon as possible after public announcement of the cost comparison initial decision.

3. Ensure every effort is made to place or retrain employees in available permanent vacant positions (or assign displaced employees to valid temporary or over-hire positions in similar activities for gainful employment until permanent vacancies are available).  When no vacancies exist or are projected, offer retraining opportunities under the Job Training Partnership Act or similar retraining programs to transition to the private sector.

4. Make official public announcement of the final cost comparison decision.

What issues are critical for an installation commander?

1.
While you are not a steering group member, the success of the cost comparison study requires your active support and involvement.

2.
You’re not a cheerleader for in-house, only for the best use of government resources.  The only way the government “wins” is through a reduction in costs.

3.
Ensure affected employees and unions are kept informed throughout the process.  While the union doesn’t have approval authority, including them as the SOW and MEO are developed will help ensure their buy-in to the ultimate decision. 

4.
It’s best not to move people in and out of the process.  Your best people should be members of the Steering Group and working issues from start to finish.  Try to minimize key personnel turnover.  Ensure members are able to devote the time necessary to accomplish the cost comparison study in order to meet the established timelines.

5.
Adherence to the rules and policies of A-76 will minimize administrative appeals.  The process is tried and proven.  If there are parts of the process you don’t agree with and would like to change, address them through your command after the cost comparison is finished.

6.
Be sure the transition plan is executable.  Make sure needed skills will be available or that there will be sufficient time to train and certify personnel.  The same goes for facilities, equipment, and operating funds.  Be careful about assuming things that might not happen.

7. Personnel on the source selection team will have access to sensitive information that must be protected from disclosure.  Satisfy yourself that they fully understand why it’s sensitive, why they must protect it, and what can happen if they don’t.   Your Contracting Office can help.

SECTION THREE -- GENERAL QUESTIONS

Should we do a cost comparison or a direct conversion?

A commercial activity may be directly converted to contract without conducting a cost comparison if there are 10 or fewer appropriated fund civilian employees in the work center.  Cost comparisons allow the in-house work force the opportunity to compete.  Local situations will dictate what’s best.  Generally, cost comparisons involve larger work centers, have the potential for greater savings and efficiencies, and tend to contribute more to the stated goals of the CS program.

How is the direct conversion process different?

Both the direct conversion and cost comparison processes involve development of a SOW and contract solicitation.  A direct conversion typically takes less time to complete than a cost comparison because, among other reasons, it does not involve developing an in-house proposal.  The contracting officer develops a market analysis to determine the cost effectiveness of the direct conversion.

Is it possible to bring back in-house a commercial activity (CA) that is already contracted out?

1. For the government to return contracted workload to in-house performance one of the following two criteria must apply: 

2. National Defense: The mission of a function has changed and military performance is now required to support readiness.  

3. Lower cost: A cost comparison must be conducted to “prove” government civilians can operate the commercial activity at a lower cost than a contractor.

How are civilians affected if their function is contracted out?

It’s Army policy to minimize both the adverse effect on employees and the disruption to the operation of the affected organization(s).  Every effort will be made to find suitable employment for those full-time, permanent employees adversely affected by an activity’s conversion from in-house to contract performance (this includes positions outside the activity being cost compared).  Options are: 1) Registering displaced employees in the DoD Priority Placement Program.  2) Advocate training and relocating personnel when training and relocating contribute directly to placement.  3) Consistent with post-employment restrictions, advising displaced employees they have the right of first refusal for employment with the contractor(s) for vacancies for which they are qualified and assisting them in applying for such employment.      

While it is Army policy to assist adversely affected employees with their transition to future employment, their specific status is contingent upon their disposition as determined by the Civilian Personnel Office.

How much notice will civilian personnel be given if their work center is contracted out?
When the source selection is made, management in conjunction with the civilian personnel flight must perform a variety of pre-RIF actions.  RIF notices can be for either a 60-day or 120-day notice period, dependent upon the number of employees involved.  Generally, a RIF affecting 50 or more civilian employees will require a 120-day notice.  If a placement has not been made by the end of the notice period, separation is effected.

SECTION FOUR – AFMIA ROLES

What is AFMIA doing to help in the CS process?

AFMIA’s Competitive Sourcing Division is working many different projects to facilitate the push on CS.  We've implemented an aggressive training program that has provided training quotas to over 8000 personnel since in FY97 alone.  Specific courses included A-76 overview, COMPARE, MEO development, A-76 cost comparison (Functionals), Basic Contracting Overview, and SOW development.   We work closely with Air Staff to develop and execute A-76 policy guidance.  A new AFI will be published soon to incorporate recent developments.  A dedicated team of technical experts is available to answer specific questions from the field.  One of our most important roles is as an information clearinghouse.  We added a CS page to the AFMIA home page (http://www.afmia.randolph.af.mil) where your people can find information to help them conduct A-76 studies.  Right now, it’s version 1.0, but we will strive to update it and keep it current so it will prove to be a useful tool.  

We also have “strike teams” comprised of personnel with functional and A-76 expertise.   At an installation’s request, one of these strike teams will come out to assist the base with SOW and/or MEO development.

Where can I go for help?

If you need help or answers to questions and can’t find them on our web page, you can send an Email to the address below.  My staff will research your questions and respond as quickly as possible.

GLOSSARY

ADMINISTRATIVE APPEAL AUTHORITY.  An individual who is independent o the activity or at least two organizational levels above the MEO certifier.  This person reviews appeals to ensure all costs are properly accounted for in accordance with Army Policy Direction 38-6 and ensures eligible appellants have full and equal access to the cost comparison decision process.  

ADMINISTRATIVE APPEAL PROCESS.  The process for eligible appellants to appeal a cost comparison decision.  

BEST VALUE.  The overall optimum choice in light of a comprehensive, integrated assessment of costs, performance, reliability, quality, feasibility, technical excellence, management factors, and associated risks.  

COMMERCIAL ACTIVITY (CA).  A commercial activity is an Army function that provides a recurring service obtainable from a private sector source.  It may be an entire organization or part of an organization.  An Army CA falls into one of two categories: In-house CA--performed by Army civilian personnel, and Contract CA--performed with contractor personnel.  

COST COMPARISON PROCESS.  The process of competing an in-house commercial activity with the private sector.  After a functional statement of work is developed, two separate and independent processes evolve.  First, Contracting proceeds with soliciting private sector proposals to select the contractor to compete with the in-house bid.  Second, Manpower and the functional OPR proceed with developing the Most Efficient Organization (MEO) and in-house bid, which is then independently reviewed by Financial Management.  The contract and in-house bids are competed (known as the cost comparison) to determine the most cost-effective method of performance for the Army.  

DIRECT CONVERSION.  The process of converting an in-house commercial activity to contact performance without the cost comparison process.   An estimate of the current in-house operating cost is compared to an estimate of the maximum acceptable contract bid prices to justify the cost effectiveness of directly converting the in-house commercial activity to contract performance.  This process may be applied to commercial activities performed by military, ten or less civilians, or a combination of the two.  

FUNCTIONAL AREA.  The organization having responsibility for the actual performance of a given service, whether it is performed in-house or by contract.  For example, the transportation organization has a responsibility for packing and crating; the civil engineering organization has responsibility for custodial services and family housing maintenance.  

INDEPENDENT REVIEW OFFICER.  The Army official who certifies (prior to bid opening) that the Government's performance and cost comparison estimates have been prepared in accordance with Army Policy Directive 38-6.  

INHERENTLY GOVERNMENTAL ACTIVITY.  A function so intimately related to the public interest that it mandates performance by DOD personnel (military or civilian).  These functions include those activities that require the exercise of discretion in applying governmental and Uniform Code of Military Justice authority as well as the use of value judgments in making decisions for the government.  

IN-HOUSE COST ESTIMATE (IHCE).  A statement of how much it will cost the Government to perform the work identified in the SOW using the methods and organization identified in the MEO. 

INSTALLATION STEERING GROUP. This team oversees the entire cost comparison process.  It typically consists of representatives from Civil Engineering, Civilian Personnel, Military Personnel, Contracting, Financial Management, Legal, Manpower & Quality, the function involved in the study (Functional OPR), and others as deemed necessary.

MANAGEMENT PLAN.  The document that outlines the changes that will result in the Government's Most Efficient Organization (MEO) to perform a commercial activity in-house.  It provides the staffing patterns and operating procedures that serve as a baseline for in-house cost estimates.  

MANAGEMENT STUDY.  Performed to analyze the method of operation necessary to establish the MEO needed to accomplish the requirements in the SOW.  

MILITARY ESSENTIAL FUNCTION.  A function which must be performed by a uniformed member of the Army rather than a Federal employee or a civilian contractor.  The following are various justifications for HQ USAF classifying a function as military essential: positions directly contribute to the prosecution of war (combat or direct combat support); positions required by law to be military; positions that are military due to custom or tradition; positions needed for career field sustainability and for overseas rotation requirements; or positions that require a skill not available in the private sector. 

MOST EFFICIENT ORGANIZATION (MEO).  The organizational structure and resources that best meet the performance requirements of the Statement of Work while using minimal amount of resources.  

OUTSOURCING.  A method of contracting with the private sector to provide a service.  The Government retains ownership and control over operations of the activity.  

STATEMENT OF WORK.   A document that accurately describes a service in terms of output requirements and the required quality level or standard of acceptable performance of those outputs.  

PRIVATIZATION.  A method of contracting with the private sector to provide a service.  The Government divests itself of the entire process, including all assets, and has no control over the operations of the activity.  

PUBLIC REVIEW PERIOD.  Time period, which allows all affected parties to review the cost comparison documentation and resolve questions.  The public review period is at least 20 calendar days but can extend up to 30 calendar days.

QUALITY ASSURANCE SURVEILLANCE PLAN.  A document which identifies performance requirements and specifies the surveillance methodology to be used to evaluate contractor performance.  

RIGHT OF FIRST REFUSAL OF EMPLOYMENT. When a contractor wins a cost comparison, the contractor must offer displaced employees the right of first refusal to fill positions for which employees are qualified.  

SOURCE SELECTION TEAM.  The team that includes appropriate contracting, legal, logistics, technical, and other expertise to ensure a comprehensive evaluation of offers.   

TRANSITION PLAN.  A written plan for the transition from the current organizational structure to MEO, contract or ISSA performance designed to minimize disruption, adverse impacts, capitalization, and start-up requirements.  

TECHNICAL PERFORMANCE PLAN.  Purpose of the TPP is to describe for the cost comparison how the MEO will meet technical requirements of the SOW. The content is the technical approach and resources expended by the Government in meeting the requirements of the SOW.  It is prepared with the requirements in the solicitation and depicts the requirements in the MEO.  The TPP is used for evaluating the goverment's proposal against those of the selected contractor in order to level the playing field.
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Overview of A-76 Cost Comparison Process
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