Small Businesses to Gain More Government Work Under Agency Plan
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June 28 (Bloomberg) -- The U.S. Small Business Administration will push agencies to reserve more work for small companies on multiple-award contracts, which account for 51 percent of federal procurement spending.

The SBA announced June 24 that in the fiscal year that ended Sept. 30, for the fifth year running, the U.S. federal government missed its goal of awarding 23 percent of contract dollars to small businesses, Bloomberg Government reported. Under multiple-award contracts, an agency selects a group of vendors that compete for orders to provide products and services for a fixed period. 

“What we’ve seen in the past is that there are plenty of small businesses who” win spots on multi-award contracts, said Joe Jordan, the SBA’s associate administrator for government contracting and business development, said in an interview. “When you look back a year or two years later at who has gotten the dollars at the task order level, we don’t see enough going to small businesses.”

The SBA plans to propose a rule on setting aside orders before the end of the year, he said.

About $272 billion, or 51 percent, of the government’s $535 billion in total contract spending came through multiple award contracts in fiscal 2010. That’s up from $76.9 billion in 2000, according to data compiled by Bloomberg Government. Federal agencies awarded about $97.9 billion to small vendors, according to the SBA, 22.7 percent of the $432 billion for which they were eligible.

2010 ‘Skewed’

The government’s goal is to direct 23 percent of prime contracting dollars to small businesses each year. It hasn’t done so since fiscal 2005, when it awarded them $79.6 billion, about 25 percent of eligible dollars. 

“2010 was a skewed year” because of the extra money agencies could award from the stimulus, Larry Allen, former president of the Coalition for Government Procurement, told Bloomberg Government. “Many people in government knew that this would be a significant challenge. The fact that the small business goals came within a third of a percent of being met under those conditions is remarkable.”

Each year, the SBA calculates scorecards that measure how well the government and each federal agency did in awarding contracts to small businesses, those with $7 million or less in annual revenue or fewer than 500 employees in most industries. The scorecards include overall spending with small companies and with specific groups, such as those owned by women, service-disabled veterans and minorities. The reports, which include prime contract dollars and subcontracts to small business, also feature a letter-grade from A to F.

Minority-Owned Gain

The government exceeded its 5 percent target for contracts awarded to businesses owned by minorities, awarding $34.4 billion or about 7.95 percent of eligible dollars. Prime contracts awarded to businesses owned by women and service-disabled veterans increased the most over the previous year. Women vendors received $1.2 billion more, for a total of $17.5 billion. 

That amount equaled 4.04 percent of eligible federal dollars, or 0.96 percentage points below their statutory target of 5 percent. Disabled veterans took in an additional $2 billion, climbing to $10.8 billion, or 2.5 percent. The spending with disabled veteran companies was 0.5 percentage points below their 3 percent target.

Government-wide, agencies sent less business to companies located in economically disadvantaged areas, called Historically Underutilized Business Zones, or HUBZones. Spending with HUBZone companies fell about $440 million to about $12 billion, or 2.77 percent of eligible dollars.

Confusion over whether HUBZone companies should take priority over other types of small contractors probably caused some of the decrease, Jordan said.

‘Extra Pressure’

Last year, the Government Accountability Office and a federal court ruled that agencies had to give HUBZone companies priority over other types of small businesses when awarding contracts. Congress passed a law in October to re-establish parity between the programs.

The Defense Department, which accounts for almost 70 percent of all U.S. contract dollars, awarded $61.1 billion in prime contracts to small companies, about 20.9 percent of spending for which they were eligible. The Pentagon and seven other agencies, including the departments of Energy and Homeland Security, spent fewer dollars on prime contracts with small business last year, according to the SBA.

“Agencies take the scorecard business seriously. They absolutely want to get an ‘A,’” said Allen, now president of Arlington, Virginia-based consulting firm Allen Federal Business Partners. The lower scores this year “puts extra pressure on them to meet their goals for” 2011.

‘Higher Percentage’

Even though agencies need to increase their numbers, small businesses shouldn’t rely solely on their status to win contracts, said Mark Amtower, founder of Amtower & Co., a consulting company that focuses on the government market.

“Using the SBA scorecard as a way to figure who to market to, that’s” backward, Amtower said. “You predicate who to sell to based on their mission and their ability to use whatever expertise you bring to the table.”

Republican Samuel Graves, chairman of the House Small Business Committee, said in an e-mail that he’s considering legislation that would require agencies to set-aside more contracts for small businesses.

“I’d like to see the 23 percent set-aside maximum statutorily raised to a higher percentage,” said Graves, who introduced a similar bill last year to raise the government’s goal. “Until that happens, I encourage the SBA and all agencies to continue to increase contract awards to small businesses.”
The SBA excludes from its calculations some contracts, such as those performed outside the U.S. or by federal prison workers.
