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About this Paper

This paper was prepared by the FAIR Institute, in partnership with Censeo Consulting
Group. The issues highlighted in this paper are based on “on the ground” experience
working across the federal government. Recommendations are based on commercial and
federal best practices based on the collective expertise of the FAIR Board and Censeo
Consulting Group.

To receive notice of other upcoming papers, opeds, and content, please register
at: www.thefairinstitute.org.
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The FAIR Institute is a nonpartisan, nonprofit* organization being led by several leaders in
acquisition and supply management. The Board of Directors consists of the leaders in
acquisition and supply management from private industry, government and academia
including:

» Raj Sharma, President of FAIR and Co-Chair of the FAIR Board, President/CEO
of Censeo Consulting Group

» Dr. Allan V. Burman, Co-Chair of the FAIR Board, former Administrator of the
Office of Federal Procurement Policy and President of Jefferson Solutions

» David Litman, former Senior Procurement Executive for the U.S. Department of
Transportation, and,;

» David Nelson, former Senior Executive in Procurement with Honda of America
and chair emeritus of the Institute of Supply Management

» Paul Novak, Chief Executive Officer, Institute of Supply Management (ISM)

» Joseph Sandor, Hoagland-Metzler Professor of Supply Chain Management at
Michigan State University

*501 (c) (3) Status Pending

About Censeo Consulting Group

As experts in operations, supply chain management and acquisition, Censeo Consulting
Group works with management teams to drive innovation and efficiencies by applying our
unparalleled expertise, analytics, and a deep understanding of change.

Winner of Wall Street Journal’s “Best Small Workplaces 2009”

Named by Consulting magazine as one of consulting industries “Seven Small Jewels” in
2008
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THE STATE OF COMPETITION

Enhancing Competition and Increasing Innovation Across the Federal
Government Supply Chain

Competition is widely recognized as the cornerstone of any free market system, driving
innovation, reducing costs, and limiting complacency. The Obama Administration and other
stakeholders across the federal government, similarly agree on the importance of competition
as a key element of a healthy acquisition system. Experts disagree, however, whether
competition is increasing or decreasing.

But the extent of competition is not all that is unclear. There is also limited consensus in
government or policy circles as to what competition in the government arena is supposed to
achieve or how to measure it. Most often, we gauge competition by asking, “How many
contracts or how many dollars were competed?”

The FAIR Institute believes that we should instead ask a more important question:

“Are we creating a competitive marketplace for federal contracts that

* Is a source of innovation, one capable of attracting the most qualified, innovative, and
ultimately best suppliers for any given need?

* Ensures lowest total lifecycle costs for purchased products and services, ensuring public
dollars are spent effectively ?”

FAIR Institute believes that the current competitive environment does not allow the
government to attract the most innovative and capable suppliers or manage total lifecycle
costs in an effective manner.

We also believe there are many pockets of excellence across the government and the
acquisition workforce continues to deliver value to taxpayers, to the extent possible.
However, there are a number of issues that prevent progress in relation to competition:

= Limited knowledge of industry/supplier capabilities, economics, and cost structures
=  Complex acquisition process and unique government requirements; and
= Acquisition strategies that inadvertently limit competition



Together, these issues create a competitive environment that could be compared to the current
hiring process —complex, lengthy, and unattractive for the best candidates. The result is
negative consequences for both government and industry:

= 4. | NNRA S NEThelb@uisBioh frdédsséand unique government requirements
work to create significant barriers to entry, potentially inhibiting many suppliers from
competing. Those suppliers that do choose to compete for federal business incur
significant costs that ultimately get passed on to government.

= Unattractive market characteristics that deter capable suppliers — In many cases,
suppliers either walk away or choose not to work with government. Like the best
recruiting candidates, the best suppliers have many options and often choose not to
work with government due to complex acquisition processes and requirements.

= Unfocused cost management and negotiation strategies—| nst ead of wor ki r
W i ncénariss, negotiations often get bogged down on a set of issues that neither
reduce costs nor improve performance. Government often ends up in situations where
it pays higher prices and also ends up with higher total costs. Suppliers end up
frustrated and sometimes walk away from government work.

To address the highlighted issues, the FAIR Institute recommends that the federal acquisition
system adopt a more proactive, systematic and holistic approach to fostering competition:

1. Develop a common set of definitions and metrics to measure levels of competition

=  Develop multiple quantitative measures that distinguish between competition
typessuch as “ fvardud compatitibn witipinefetieral supply schedules

= Develop qualitative measures that accountf or t he *“quality” of



2. Pursue strategies to attract new supplier
marketplace

= Develop and conduct recruiting, education and outreach to attract new
suppliers, especially in areas where significant gaps exist in terms of available
suppliers versus those competing for government business

= Assess “Barri er s mitigationstrategieytd attractitie bedte v e | 0 p
suppliers and enhance “ q u a | tompetitiono f

0 Identify and develop mitigation strategies for key structural, policy, and
requirements barriers that limit competition across government

0 Assess any new policy and requirements in terms of impact on
competition, ability to attract leading suppliers, and total costs

0 Conduct supplier surveys on a periodic basis to understand supplier
perception and issues related to the federal marketplace

3. Strengthen capabilities in industry analysis and cost modeling

= Develop organic capabilities for strategic industry analysis and detailed cost
modeling

0 These capabilities are critical to developing more informed negotiation
strategies and in structuring requirements and acquisition strategies

0 Given the technical nature of these skills, government should evaluate
tradeoffs between building internal capabilities versus accessing external
expertise

0 Sufficient internal capability, at least for interpretation of market
provided analyses, is critical

= Revise market analysis training and development courses to reflect broader
economics and business principles



4. Modi fy acquisition strategies to enhance
controls in sole source scenarios

= Require programs to assess impact on competition, including analysis of
tradeoffs, for any major acquisitions over a certain size

= Require programs to conduct formal industry and cost modeling for
procurements over a certain size with a requirement to understand industry cost

structure, capabilities, and other key
scenarios*

= Develop multiple award contracts over a certain size that have options for
“opening” the market to new suppliers
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Further information related to this report:

To obtain related information to this report, please register at www.thefairinstitute.org or
contact us at contactus@thefairinstitute.org.
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