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Overview of A-76 (Commercial Activities)

Overview



____________________________________________________________

Introduction
This chapter describes the A-76 stages important to HR decisions.



____________________________________________________________

Learning Objectives
Without references participants will:

· Describe correctly at least 3 stages in the A-76 process

· Explain briefly the types of advisory service that needs to be provided by HR organizations in the development of an MEO

________________________________________________________________

Importance of A-76 Studies
Because of the FAIR Act, all Federal agencies have identified functions and associated positions that are considered “commercial activities”.  Many of these activities, unless exempted, will be reviewed through a cost competition process called A-76.  In the Department of Defense and its components, A-76 studies are expected to result in a 20-25% manpower reduction during the period FY 99-FY05.  Thus, these studies are important to Federal employees, unions, HR professionals and managers.

__________________________________________________________
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 Concepts and Definitions



____________________________________________________________

Introduction
This map describes key concepts and definitions about A-76 studies.



____________________________________________________________

Concepts
The key concepts and definitions on organization charts are shown below.
Concept
Definition

OMB Circular A-76
Authority for conducting cost-comparison studies.  Has been amended.  Latest reference is OMB Circular No. A-76—Revised Supplemental Handbook, March 1996.  Influenced by legislation, e.g., the FAIR Act of 1998.

Privatization
Decision to terminate Government responsibility for an activity or assets.  Not A-76.

Outsourcing
Decision to acquire products or services from external sources, including private sector or Intra- Governmental Support (IGS).  May happen in A-76, but not the same as A-76 cost comparison.  

Competition
Decision to retain Government responsibility for a commercial activity and to compete task performance.  This is what happens in A-76.

Inherently Governmental
Excluded from A-76, not commercial activity.  Includes the act of governing and discretionary authority as well as certain monetary transactions.

Direct Conversion
Organizational tasks are converted to contractor performance without an A-76 study; still uses procurement process. In some cases, can occur with up to 65 FTE.

Streamlined Cost Comparison
In some cases when 11 to 65 FTE are involved, a streamlined study is conducted in which the existing organization is certified as the MEO and a limited in-house cost estimate is prepared.

Performance Work Statement (PWS)
The PWS describes the products and services delivered by the commercial activity and the levels of quality and productivity that are required.  The PWS provides the technical performance sections of the Request for Proposals (RFP) or Invitation for Bid (IFB) issued by the contracting officer. From the PWS the Most Efficient Organization (MEO) and Quality Assurance Surveillance Plan (QASP) are developed.



Most Efficient Organization (MEO)
                                         Continued on the next page                                 The MEO is the organizational structure, work strategy, and assignment of resources that will be used by the Government organization to perform the PWS.

Government in Nature (GIN)
GIN positions are excluded from the MEO but are included in the Residual Efficient Organization (REO).  

Source Selection Board
A team of government representatives not on the MEO team or in the affected organization who evaluate contractor proposals for responsiveness to the solicitation.  A part of this effort entails a review of the staffing levels and organizational structures proposed by various bidders.  The result of the SSB is the selection of a single contractor to compete against the MEO.

A-76 Milestones
Single function studies must be completed in 2 years and multi-function studies must be completed in 4 years.  However, OMB requires reports after 18 months and 36 months, respectively.

Management Study or Management Plan
The principal product of the Management Study is the MEO, but before that is developed the PWS and QASP are written.  Also required in the final Management Plan are a Transition Plan, a description of assets given to the MEO but not provided to IGS or contractor, and an in-house cost estimate. Also, a Technical Performance Plan (TPP) based on the MEO is included as a separate document in “best value” solicitations.

Transition Plan
A plan to implement the MEO, an Intra-governmental Support contract, or a commercial contract.  It addresses people, facilities, equipment, and all other aspects of making a smooth transition from one supplier to another.



_________________________________________________________________

A-76 Process and Stages



_________________________________________________________________

Introduction
This map explains the A-76 process and stages of a study.



___________________________________________________________

Process Diagram
The A-76 process stages are shown in the diagram below.




____________________________________________________________

Stages
The key stages shown in the diagram above are:

· Announcement (but much planning occurs before that stage)

· Preparation of the PWS

· Development of the MEO

· Development of the In-house Government Cost Estimate

· Solicitation (part of the procurement sub-process)

· Award Decision (part of the procurement sub-process)

· Conversion (Transition)

___________________________________________________________

HR Responsibilities for A-76



_______________________________________________________________________

Introduction 
This map explains typical HR responsibilities during A-76 studies.



____________________________________________________________

Concurrent Responsibilities
A variety of HR professionals need to give advice and make technical decisions on a continuing basis throughout the study:

· Employee Development Specialists help management identify training needs and deliver or arrange training (A-76, retirement, job placement, stress management, mission re-training, etc.)

· Labor and Management-Employee Relations Specialists give advice on effective communication, beginning with the announcement of the study and continuing on a regular basis through implementation.  These specialists also help employees, management, and labor officials resolve HR problems that arise.

· Position Classification Specialists provide advice and assistance on organizational and job design, preparation and classification of PDs, FLSA or pay administration topics, and so forth.

· Personnel Staffing Specialists help managers plan for continuity of operations and transition to a new organization.  They also assist with Reduction-in-Force planning, requests for VERA/VSIP, outplacement, and so forth.

___________________________________________________________

A-76 Responsibilities
In addition to the above, HR professionals may become involved as permanent or ad-hoc members for various A-76 teams:

· Steering Group (Personnel Office is usually a member)

· PWS Team (gathers data and writes Performance Work Statement)

· MEO Team (develops organizational structure, changes to work processes, and draft PDs)

· In House Cost Estimate Team (develops cost estimate for MEO, and makes many pay or benefit calculations)

· Source Selection Board (evaluates proposals from competing contractors to select the best competitor)

· Transition Team (plans and executes a wide range of activities to assure transition of people, facilities, supplies, equipment, and other resources by implementation date)

___________________________________________________________

Development of the MEO 


_________________________________________________________________

Introduction
This map explains the development of the Most Efficient Organization.

___________________________________________________________

MEO Team
MEO Teams (in large studies there may be more than one) are composed of such representatives as employees and supervisors in the functions being studied, management analysts, industrial engineers, position classification specialists, A-76 contractors, military members.) Team members must sign non-disclosure agreements and safeguard information accordingly.  Other ad-hoc members may be required to explore the use of new technology, consider environmental or safety issues, address affirmative action issues, and so forth. (Labor representatives may give input to the MEO process.)

___________________________________________________________

MEO Products
The outputs of the MEO study include the following:

· Organizational structure and staffing levels

· Operational procedures

· Explanation of direct and indirect staffing requirements with supporting workload data

· Cross-walk of the MEO staffing to PWS requirements

· Rationale for changes in organization, staffing, procedures, or workload (e.g., manpower reduced by X% because new work procedures are Y% more efficient)

· Staffing, organization, and workload for the Government-in-Nature (GIN) staff

· Technical Performance Plan which describes the capability of the MEO to perform the work according to the PWS

Thus, the MEO must explain the changes from the current structure and convincingly support performance of the PWS.  The MEO is not just an organization chart.

___________________________________________________________



Process
Agencies may separate PWS and MEO teams with the PWS starting first and feeding the MEO team.  Alternatively, the two teams may be combined in a single team at first, later sub-dividing when enough information has been gathered to start the MEO process.

___________________________________________________________

Development of the MEO (continued) 


_________________________________________________________________

Typical Problems
When reviewing current organizational structures and developing new ones, MEO Teams identify such problems as:

· Supervisory layering (see the exercises in the Appendix)

· Work bottlenecks (check production data gathered by PWS Team)

· Invalid work generators

· Complex systems (see Chapter 2, Value-added Work)

· Overstated acceptable levels of performance (ALPs)

· Backlogs

· Misuse of Overtime

· Excessive administrative positions

· Erosion in grade-controlling work assigned to current positions

· Erroneous base levels for existing leader or supervisory positions

· Consolidation of commercial activities and GIN work (they must be separated)

· Wrong patterns of departmentation (e.g, functional pattern instead of product line, customer-focused, or process patterns)

___________________________________________________________

Navy Staffing Example
Navy uses the following example to explain the use of PTP, PTT, seasonal, intermittent, and “borrow and loan” positions.



 Month
Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec

FTE
33
30
28
26
37
55
71
65
59
43
42
33



_________________________________________________________________

Analysis
The above monthly data show that the average manpower requirement is 44 FTE.  But if you established 44 FTP positions, some employees would be under-utilized in the winter-spring period and overworked during the summer.

Therefore, a mix of different types of appointments and work schedules should be built into the MEO.  A core FTP workforce can be augmented with seasonal, temporary, intermittent and PTP positions. In some circumstances overtime may be used instead of hiring additional employees.

Also, remember that different work centers within the MEO can “borrow and loan” employees. This allows balancing of the total MEO workload.

___________________________________________________________

Key References


_________________________________________________________________

Introduction
This map lists key A-76 references for HR professionals.

___________________________________________________________

Government

Publications
- OMB Circular No. A-76 Revised Supplemental Handbook (March, 1996)

- Office of Federal Procurement Policy, A Guide to Best Practices for Performance-Based Service Contracting (April 1996)

- OMB Circular No. A-76 (Revised) Transmittal Memorandum No. 19, (April, 1999)

- OFPP Policy Letter 92-1, Inherently Governmental Functions

- DOD Directive #4100.15, Commercial Activities Program (March 10, 1989)

- Federal Activities Inventory Reform Act of 1998 (PL 105-270)

- Department of the Army Regulation 5-20 Commercial Activities Program

- Department of the Army Pamphlet 5-20, Commercial Activities Study Guide

- Department of the Army Pamphlet 690-36, A civilian Personnel Office and Equal Employment Opportunity Office Guide to the Commercial Activities Program (August 15, 1987)

___________________________________________________________



Websites


http://www.whitehouse.gov/WH/EOP/OMB/html/circulars/a076/a076s.html
http://www.saffm.hq.af.mil/SAFFM/FMC/a76.html
http://acqnet.sarda.army.mil/acqinfor/lsnlrn/Liblinks.htm
http://cpol.army.mil
http://www.donhro.navy.mil
________________________________________________________________

Textbooks
· Building the Optimum Organization for Federal Agencies, by C. Robert Nelson (FPMI Communications, Huntsville, AL: 1998)

· OMB Circular A-76: Performance of Commercial Activities, by Management Concepts, (Vienna, VA: 1998)

___________________________________________________________
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