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He could also have included historically 

underutilized business zone (HUBZone) set-

asides and Native American–owned small 

business set-asides. Denniston hoped that 

government contracting officers would place 

more focus on veteran-owned small busi-

nesses. However, this view of federal small 

business programs is contrary to the original 

intent of the Small Business Act of 1953.  

But how did we get to the point where one 

government representative might promote 

one type of small business set-aside and an-

other representative might push a different 

set-aside? What effect does this flavor-of-

the-day mentality have on large business 

supply chains? Is this current interpretation 

of federal small business programs the 

original intent of Congress? Will it result in 

fair and reasonable prices or best value in 

the eyes of the American taxpayer?   

Origins of Federal 
Small Business 
Programs
In 1929, following the Great Depression, 

President Herbert Hoover created the 

Reconstruction Finance Corporation 

(RFC) to help businesses in dealing with 

federal government contracts.3 The RFC 

was created to loan money to all busi-

nesses stymied by the Depression, large 

and small. In 1938, the Wagner-O’Day 

Act was passed. This act created the 

National Industries for the Blind and the 

Wagner-O’Day Program, now known as 

the AbilityOne Program,4 which assists 

people with disabilities that affect their 

ability to work by providing them with 

employment opportunities. 

 
In 2007, 
Scott Denniston, the 
former director of the Office of 
Small and Disadvantaged Business Utilization, U.S. 
Department of Veterans Affairs, was asked to assess 
the state of the service-disabled veteran-owned small 
business program.1 Denniston stated that governmentwide, 
the three-percent goal for awards to service-disabled 
veteran-owned small businesses had not been met. He 
characterized the issue as being “about cultural 
change.” He went on to say that in past years 
contracting officers had been encouraged to set aside 
procurements to 8(a) certified small businesses, 
disadvantaged small businesses,2 and women-owned 
small businesses. 
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During the World War II era, it was felt that 

many small businesses couldn’t compete 

with large businesses in making products and 

providing services in support of war efforts. 

As a result, Congress created the Smaller 

War Plants Corporation (SWPC) in 1942. This 

agency provided loans to small businesses 

and encouraged federal agencies and large 

businesses to buy from such businesses. 

At the close of the Second World War, the 

SWPC was abolished and the RFC took over 

its lending and contract powers. The U.S. 

Department of Commerce (DOC) also as-

sumed some of the SWPC’s responsibilities. 

The U.S. Department of Defense (DOD) was 

pulled into the discussion of small business 

participation in federal contracts by the 

creation of the Armed Services Procurement 

Act of 1947,5 which mandated that a fair 

proportion of total federal contracts should 

be placed with small businesses.

As the Korean War began, Congress created 

another wartime organization to handle 

small business concerns, called the Small 

Defense Plants Administration (SDPA). Its 

functions were similar to those of the 

SWPC. The SDPA certified small businesses 

to the RFC when it determined a business 

had the capability to perform the work of 

government contracts. At the same time, 

the Office of Small Business (OSB) in DOC 

assumed some educational responsibili-

ties. Believing that a lack of information 

and expertise was the main cause of small 

business failure, OSB produced brochures 

and conducted management counseling for 

individual entrepreneurs.

By 1952, the RFC was abolished. However, 

to continue the important functions of this 

and other earlier agencies, President Dwight 

Eisenhower proposed the creation of a new 

small business agency. This agency is now 

known as the U.S. Small Business Adminis-

tration (SBA).

With the Small Business Act of July 30, 1953,6 

Congress created SBA, whose function was 

to “aid, counsel, assist, and protect, insofar 

as is possible, the interests of small business 

concerns.” The charter also stipulated that 

SBA would ensure small businesses a “fair 

proportion” of government contracts and 

sales of surplus property. The act reads:

The essence of the American economic 

system of private enterprise is free competi-

tion. Only through full and free competition 

can free markets, free entry into business, 

and opportunities for the expression and 

growth of personal initiative and individual 

judgment be assured. The preservation 

and expansion of such competition is basic 

not only to economic well-being but to the 

security of this nation.7

The act also stipulated that the definition of 

what constitutes a “small business” should 

vary from industry to industry to reflect 

industry differences. It charged SBA with 

establishing small business size standards 

on an industry-by-industry basis. This 

numerical definition is what is commonly 

considered the standard for establishing 

whether a business is considered “small” or 

“large.” Another stipulation was that in order 
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to be considered a small business concern, 

a company must be independently owned 

and operated and not dominant in its field 

of operation. 

On the SBA Web site (www.sba.gov), the 

following statement is made:

There are those who argue that big 

businesses, profiting from “economies of 

scale,” can produce far more efficiently 

than small businesses. But small busi-

ness is where the innovations take place. 

Swifter, more flexible, and often more 

daring than big businesses, small firms 

produce the items that line the shelves of 

America’s museums, shops, and homes. 

They keep intact the heritage of ingenu-

ity and enterprise and they help keep the 

“American Dream” within the reach of mil-

lions of Americans. Every step of the way, 

SBA is there to help them.

Attacking these words might be considered 

by some as akin to disparaging the “Ameri-

can Dream,” but helping small businesses 

get a “fair proportion” of government 

contracts, as mandated by the World War 

II–era SWPC charter, has somehow been 

translated to setting aside certain contracts 

for various categories of small businesses. 

The morphing of this federal program from 

ensuring that all small businesses get a fair 

proportion of federal contracts to set-asides 

for certain categories of small businesses—

including disadvantaged small businesses, 

HUBZone small businesses, veteran-owned 

small businesses, and women-owned small 

businesses (although only in select groups 

of North American Industry Classification 

System [NAICS] codes)—has created an 

industry of its own.  

The Small Business Investment Act of 19588 

was passed by Congress with much fanfare 

because it was going to finally provide 

the venture capital funds needed by small 

businesses to get into the federal market. 

According to Section 102 of the act: 

It is declared to be the policy of the Congress 

and the purpose of this act to improve and 

stimulate the national economy in general 

and the small business segment thereof 

in particular by establishing a program to 

stimulate and supplement the flow of pri-

vate equity capital and long-term loan funds 

which small business concerns need for the 

sound financing of their business operation…  

However, this act didn’t lead small business-

es to the government as envisioned. Nearly 

20 years later, the comptroller general issued 

a report stating that these early attempts to 

bring small businesses into the federal busi-

ness environment had not been successful. In 

addition, a House Small Business Committee 

report stated that small businesses owned 

by the disadvantaged, in particular, had not 
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been considered fairly as subcontractors and 

suppliers to prime contractors performing 

work for the government.9

As a result, Public Law 95-507 was enacted 

in 1978. This law created several significant 

changes to federal small business programs, 

including:

Making participation by large business- �
es in some type of small business pro-

gram mandatory instead of voluntary, 

Changing the phrase “best efforts” to  �
“maximum practicable opportunities,”

Requiring a small business plan for  �
procurements over $500,000 (now 

$550,000),

Redefining minority firms as socially  �
and economically disadvantaged busi-

ness concerns,10

Reserving solicitations under $25,000  �
for small businesses,

Requiring federal agencies to establish  �
small business goals and to explain to 

Congress when goals were not met, and

Establishing the Office of Small and  �
Disadvantaged Business Utilization 

(SADBU).

Public Law 95-507 was significant because 

federal small business programs now had 

teeth and large business participation could 

be evaluated more definitely, if still some-

what subjective regarding outreach efforts. 

However, Congress continued to refine the 

programs by establishing separate set-aside 

requirements for various categories of 

small businesses. In 1987, Public Law 99-661 

implemented a five percent small disadvan-

taged business goal and a small disadvan-

taged business set-aside.11 In 1988, Public 

Law 100-656 established the 8(a) Program, a 

liquidated damages clause was added to the 

Federal Acquisition Regulation (FAR) to help 

ensure that goals were met, and 20 percent 

was identified as the federal agency small 

business prime contract goal.  

In 1994, the Federal Acqui-

sition Streamlining Act12 

was enacted. It added a 

woman-owned small busi-

ness goal of five percent. 

In 1997, the HUBZone Act13 

was passed. It provided 

preferences to small busi-

ness concerns located in 

HUBZones, or areas of high 

unemployment. That same 

year, the federal agency 

small business goal was 

increased from 20 percent 

to 23 percent.  

Finally, in 1999, Public Law 

106-50 established goals 

for awards to veteran-

owned small businesses 

and service-disabled 

veteran-owned small 

businesses. Those goals 

are now three percent for 

both veteran-owned and 

service-disabled veteran-

owned small businesses.

The original purpose of 

programs designed to help 

contractors do business 

with the government was to loan money to 

all businesses following the Great Depres-

sion of the late 1920s. By 1999, they had 

changed to programs which required federal 

contracting officers to reserve for small busi-

nesses all solicitations expected to exceed 

$3,000, but not to exceed $100,000 unless 

the contracting officer determines there 

is no reasonable expectation of obtaining 

offers from two or more responsible small 

business concerns that are competitive in 

terms of market prices, quality, and deliv-

ery.14 The FAR also requires contracting offi-

cers to set aside any acquisition expected to 

exceed $100,000 for small businesses when 

there is a reasonable expectation that offers 

will be obtained from at least two respon-

sible small businesses offering the products 

of different small businesses and the award 

will be made at fair market prices.

Small businesses suddenly had many 

avenues for competing for government 

contracts. Large businesses could no longer 

just look for small businesses for bill of ma-

terial buildup. They now had to divide their 

vendor base into several more categories. 

Moreover, contracting officers expected 

to see goals and goal achievement at the 

levels identified by Congress, such as five 

percent for women-owned small businesses, 

even if make-or-buy analyses for a particular 

solicitation didn’t support such goals. 

These changed expectations and mandates 

regarding the use of small businesses ap-

pear to be overreaching when compared 

to the goal of giving small businesses the 

“maximum practicable opportunity” to 

compete for federal prime contract dollars 

and subcontract awards. Federal small 

business programs would be more workable 

if interpreted consistently using practical, 

sound business judgment.  

However, interpretation is often not ground-

ed in common sense and doesn’t follow the 

In order to be considered 

a small business concern, a 

company must be independently 

owned and operated and not 

dominant in its field of 

operation.
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congressionally mandated requirements 

identified in FAR 6.1, which reads: “with 

certain limited exceptions…contracting of-

ficers shall promote and provide for full and 

open competition in soliciting offers and 

awarding government contracts.”15 In my 

view, the goal should be to efficiently fulfill 

the requirements of the warfighter at a fair 

and reasonable price. Unless the contract-

ing officer is reasonably sure that a resulting 

contract, if set aside for small business, will 

be awarded at fair and reasonable prices, he 

or she should issue the solicitation as open 

competition, large and small.  

This sentiment was echoed by John J. Young, 

the under secretary of defense (acquisition, 

technology, and logistics) in testimony 

before the Senate Committee on Armed 

Services on June 3, 2008. In his testimony, 

he commented about a U.S. Government 

Accountability Office report on weapon 

program outcomes.16 He also identified 

four strategic thrust areas to make federal 

acquisition better. One of these thrust areas 

was to “responsibly spend every single tax 

dollar.” Identifying complex acquisitions for 

small business set-aside may not always en-

sure responsible spending of tax dollars be-

cause the best solutions to a problem may 

not be captured within the small business 

community and/or may prevent a business 

with the best technical and cost solution—

i.e., a large business—from competing. 

In fiscal year 2006, DOD spent over $294 

billion to procure goods and services, with 

more than one-third of this total to subcon-

tractors.17 Many of these subcontracted 

dollars were awarded to small businesses 

by large businesses as part of their small 

business outreach efforts. Small businesses 

also awarded subcontracts to other small 

businesses in order to perform parts of 

awarded contracts.

Since over $100 billion of federal acquisi-

tion dollars potentially went to small 

businesses in fiscal year 2006, a case could 

be made that the policies implemented 

to give small businesses a fair opportu-

nity in the government marketplace are 

finally paying off. These results, while not 

at the congressionally mandated goals 

for veteran-owned and service-disabled vet-

eran-owned small businesses, for example,  

are in line with congressional mandates to 

provide a “maximum practicable opportu-

nity” for small businesses to participate in 

the federal market.  

However, the pressure to achieve the mini-

mum goals in all small business categories 

and to achieve improved small business sta-

tistics year over year have had a sometimes 

chilling effect on large businesses as the vari-

ous changes to the Small Business Act and 

individual contracting agency interpretations 

of federal small business program require-

ments unfold. Some of these issues can be 

broken into several categories, including:

Mandating specific goal achievement; �

Requiring goals based on contract  �
value, not subcontracting opportunity;

Not recognizing the negative impact of  �
small business goals on large business 

supply chain decisions;

Myths; �

Reorganization within the Defense  �
Contract Management Agency 

(DCMA); and

Training shortfalls of government small  �
business specialists and the small busi-

ness liaison officers (SBLOs) of large 

businesses.

Issues with Federal 
Small Business 
Programs

Mandating Specific Goal 
Achievement
Some government solicitations now mandate 

the small business goals that must be 

achieved. However, the mandating of goals 

may actually violate FAR 19.704(a)(2), which 

only requires a prospective offeror to identify 

total dollars planned to be subcontracted. 

Offerors are very different from each other. 

Dollars planned to be subcontracted might 

differ greatly from company to company 

depending on in-house capabilities. A large 

hazardous waste disposal company might 

have fully-trained employees that are 

capable of performing all activities involved 

in the pickup, segregation, packaging, and 

transportation of hazardous waste, while a 

smaller company might have to subcontract 

various aspects of such services. The small 

business plans for these two companies will 

be very different because the companies are 

very different. It isn’t fair to the company 

with all the required in-house resources to 

perform to be penalized with only minimal 

subcontracts because its small business 

plan is less “robust” than the company 

with limited resources that may have to 

subcontract many aspects of the services 

or which can’t justify the agency-dictated 

small business goals.

Recently, the U.S. Army Corps of Engineers 

(COE), New York District, issued an invita-

tion for bids (IFB)18 that identified various 

small business goals it expected bidders to 

meet. The IFB stated: “If plan includes goals 

less than indicated, explain extenuating 

circumstances why [COE] goals can’t be 

met.” The small business goals mandated in 

this particular solicitation ignore the likely 

differences in potential bidders, but more 

importantly, may actually violate the FAR 

in an IFB environment. According to FAR 

14.301(a): “To be considered for award, a bid 

must comply in all material respects with 

the [IFB]. Such compliance enables bidders 

to stand on equal footing and maintain the 

integrity of the sealed bidding system.” 

Discussions are not usually part of an IFB. 

The winning contractor is determined by 

the lowest price among the responsive, 

responsible bidders. Asking a bidder to 

explain why its small business plan doesn’t 

meet the predetermined goals of the 

agency contradicts the rules for advertised 

bids. FAR 19.702(a)(2) says that in sealed 

bidding acquisitions, the bidder selected 

for award must submit a subcontract-

ing plan (if dollar parameters for a small 

business plan are met in the bid price). No 

other requirements are identified and no 

specific goal achievements are required 

other than best effort. If this solicitation 
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was a request for proposals (RFP), discus-

sion of small business plans would be more 

appropriate as such discussions wouldn’t 

broach contractor responsiveness issues as 

they do in an IFB environment.

Requiring Goals Based 
on Contract Value, Not 
Subcontracting Opportunity
Some contracting officers require small 

business goals based on contract value. 

Other agencies require all statutory 

goals to be met before a subcontracting 

plan will be accepted. However, both of 

these approaches violate Section 8(d) of 

the Small Business Act, which ties goals 

to subcontracting opportunities, not to 

contract value or to statutory goal mini-

mums. Actual subcontracting opportuni-

ties, while subjective to a degree, simply 

may not support the meeting of statu-

tory goals because the skill sets required 

in the various small business categories 

may not be available and/or the contrac-

tor may not require outside vendor/sub-

contractor assistance.

Not Recognizing the Negative 
Impact of Small Business Goals 
on Large Business Supply Chain 
Decisions
Another reality of business today involves 

the efforts contractors make to decrease 

the number of dollars they spend on 

outsourced materials and services. Many 

large businesses are improving their supplier 

selection processes by eliminating poor 

performers and/or consolidating purchases. 

However, every time the vendor database 

is reduced, small businesses may suffer 

in the process. The typical large business’ 

materials department is a profit center for 

its company and is expected to meet certain 

goals associated with buying more for less. 

Large businesses are increasing global sourc-

ing initiatives and maximizing economies of 

scale by buying more quantities from fewer 

suppliers. These initiatives don’t usually 

improve a small business vendor’s spend 

statistics. However, it is not the role of the 

federal government to tell businesses how 

their supply chains should operate. 

Myths
Myths about federal small business programs 

also generate their own problems. For exam-

ple, small businesses argue that the bundling 

of requirements into large contracts prevents 

small businesses from performing on them. 

SBA supports this claim and criticizes agen-

cies that combine similar requirements to 

maximize economies of scale. SBA claims 

34,221 new bundled contracts were awarded 

between 1992 and 2001, transferring $840 

billion of contract revenue from small busi-

nesses, causing a 56 percent decline in the 

number of small businesses contracting with 

the government. Yet, only 25 bid protests 

were filed by contractors between 1992 

and 2004 over contract bundling, sharply 

contradicting the government’s estimates 

of bundling frequency or negative impact to 

small businesses.19 

Another myth involves the idea that innova-

tion is exclusively a small business phenom-

enon. In the December issue of Portfolio 

magazine, Andy Grove, cofounder of INTEL, 

stated: “Some sectors are hobbled with 

intractable, industrywide problems that only 

a large company can solve.” He cited Apple 

Computer’s entry into the music business 

and Wal-Mart’s introduction of in-store 

health clinics as examples of solutions only 

possible through large business involvement.

Reorganization within DCMA
About two years ago, DCMA reorganized 

itself to align its limited resources to the 

more specific types of products or ser-

vices it managed instead of the geographic 

orientation by physical location to the large 

businesses it monitored. This reorganization 

has resulted in limited face-to-face contact 

between DCMA small business specialists 

and large business SBLOs. Elimination of 

the geographic proximity between DCMA 

and the contractors it monitors has reduced 

the knowledge of the government small 

business specialist about a specific company 

and increased focus on year-over-year in-

creases in goal accomplishment when such 

increases may not be possible.

Training Shortfalls of Government 
Small Business Specialists and 
Large Business SBLOs
Training of government small business 

specialists and contractor SBLOs is also 

Federal small 
business programs 
would be more 
workable if 
interpreted 
consistently using 
practical, sound 
business judgment.  
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lacking. Some contractor and government 

personnel can’t differentiate between the 

various types of small business plans—

comprehensive, master, commercial, or 

individual. They are also not familiar with 

how goal data should be calculated and 

how reports on the Standard Form (SF) 

294, SF295, and/or the electronic subcon-

tracting reporting system (e-SRS) should 

be prepared and submitted. Some SBLOs 

don’t understand how to report small 

business dollars if a vendor fits more than 

one small business size category. Some 

agencies don’t allow the use of commer-

cial plans when the services clearly meet 

the definition of a “commercial item,” 

such as dredging services. This lack of 

knowledge is the result of the government 

reducing funding for its regional councils 

for small business education and advoca-

cy and the indifference of large businesses 

in small business programs. Many large 

businesses doing significant business with 

the federal government simply do not 

attend small business meetings chaired 

by DOD when they occur or participate in 

local SBLO groups. 

What Can Be Done?
So what can be done to make federal small 

business programs work better? Govern-

ment agencies should refocus the programs 

to their original intent. If changes are not 

made, continued compliance by large busi-

nesses may wane and the very existence of 

federal small business programs as we know 

them today may be in jeopardy.

In the Small Business Act of 1953, Congress 

voiced its conviction that the federal govern-

ment should aid, counsel, assist, and protect 

the interests of small business concerns to 

ensure that a fair proportion of the total 

purchases and contracts or subcontracts for 

property and services for the government 

will be placed with small business enter-

prises.20 However, federal small business pro-

grams can more effectively meet the intent 

of the Small Business Act of 1953 by making 

changes to the programs so they truly benefit 

small business manufacturers and service 

providers, do not negatively affect the supply 

chain of large businesses, and help ensure 

that the federal buyer gets quality products 

at fair and reasonable prices.  

If effectively implemented, the following 

five recommendations can be the recipe for 

continued success necessary to energize 

federal small business programs so they 

will meet the original intent of the Small 

Business Act of 1953—

Reduce employee count or revenue  �
ceilings in NAICS size standards,

Allow large businesses to create small  �
business plans based on subcontract-

ing opportunities,

Discontinue the automatic reserva- �
tion of solicitations for small business 

participation only,

Assign DCMA small business special- �
ists to large businesses by geographic 

proximity, and

Take advantage of the expertise within  �
Procurement Technical Assistance 

Centers (PTACs). 

It is not 
the role of 
the federal 
government to 
tell businesses 
how their supply 
chains should 
operate.



NAICS Code 336413 was identified on a 

recent U.S. Coast Guard solicitation to repair 

C-130 aircraft parts. This code is for the 

manufacturing of aircraft parts or auxiliary 

equipment and/or developing and making 

prototypes of aircraft parts and auxiliary 

equipment. The small business size for this 

code is 1,000 employees. However, two 

questions should be asked about the use of 

this NAICS code. First, is 1,000 employees 

really an appropriate break point in deter-

mining a small business? Secondly, is NAICS 

Code 336413 really the appropriate code for 

this sort of solicitation?

Most small businesses have fewer than 50 

employees.21 Using a NAICS code with a 

1,000 employee ceiling puts “true” small  

 

businesses in direct competition with signifi-

cantly larger businesses and doesn’t truly 

represent a small business set-aside. If NA-

ICS Code 488190, “Other Support Activities 

for Air Transportation,” including aircraft 

maintenance and repair services, had been 

used on the Coast Guard’s solicitation, the 

small business size would have been de-

termined by revenue with a small business 

ceiling of $6.5 million instead of 1,000 

employees. A $6.5 million revenue 

ceiling would have more truly 

reflected a small business 

set-aside. 

 

 

 

 

 

 

Concerning 

this Coast Guard so-

licitation, the following question 

was posed to the Warner-Robins Air Force 

Base Small Business Office. Their response is 

listed as well.22   

Q: I noticed a Coast Guard solicitation re-

cently for the repair of aircraft brakes where 

the NAICS [code] used was 336413, “Other 

Aircraft Parts and Auxiliary Equipment 

Manufacturing.” It would seem more appro-

priate to use NAICS [Code] 488190. The dif-

ference in size standard for small businesses 

is huge as 336413 is 1,000 employees and 

488190 is $6.5 million revenue.

A: You would be right. One note on the 

brakes case. If the repair is more of a re-

manufacture, then the 336413 manufactur-

er’s code might be more appropriate rather 

than the service code. Most aircraft major 

[periodic depot maintenance] overhauls will 

fall under the 336 series of NAICS rather 

than [the 488] service code.

These comments by a U.S. Air Force Small 

Business Office raise another question 

about the use of NAICS codes. Should 

aircraft major periodic depot maintenance 

requirements be coded under NAICS 366 

series or 488 series for aircraft maintenance 

and repair? Which better describes the 

repair of C-130 aircraft components?

Recommendation One 
SBA, in conjunction with the Office of 

Management and Budget (OMB), should 

reexamine how employee count or annual 

revenue ceilings are determined for the 

various NAICS codes. The goal should be to 

create small business size ceilings that are 

reflective of the size of most small busi-

nesses. A ceiling of 500 to 1,000 employees 

is simply too large for most NAICS codes if 

the size of a small business is more likely to 

be 50 employees. 

FAR 19.704 outlines the requirements for 

an acceptable small business plan. Such 

a plan should identify the total dollars 

the large business plans to subcontract in 

performing the prospective contract and 

whether the contract is for products or 

services. FAR 19.702(a)(1) requires the large 

business to examine its subcontracting 

possibilities and create a plan that is ac-

ceptable to the contracting officer or it will 

be ineligible for award.  

Recommendation Two
Large businesses should be allowed to submit 

small business plans based on their internal 

capabilities and documented determina-

tion regarding outsourcing. Further, small 

business goals should not be included in the 

Section M, “Evaluation Factors for Award,” 

criteria. Subcontracting opportunities may 

be very different from one large business to 

another. Just because a large business identi-

fies higher small business goals doesn’t make 

that plan better than another large business’ 

plan that identifies smaller goals. 

Plans may vary greatly from large business 

to large business, but they should still 

represent a maximum practicable oppor-

tunity for small businesses to participate 

in contract performance that is consistent 

with the management plan of the large 

business. By including it as a criterion, one 

increases—needlessly, in my view—the 

complexity of the evaluation and the pos-

sibility of botching the source selection. 

Grading one small business plan “better” 

than another without taking into consid-

eration the makeup and business model 

of the large business could also lead to 

protests after award and jeopardize timely 

support for the warfighter.23 

Secondly, small business goals should not 

be dictated in solicitations. Dictating goals 

doesn’t acknowledge that goal identification 

is the responsibility of each large business 

based on its subcontracting opportunities. 

Finally, if goals don’t meet the congres-

sionally mandated goals for various 

categories of small businesses, so be it. 

Large businesses shouldn’t be forced to 

meet congressionally mandated goals if 

the subcontracting opportunities don’t 

warrant such goals.

Federal Small BuSineSS ProgramS and the Small BuSineSS act oF 1953

If goals 
don’t meet the 
congressionally 
mandated goals 
for various 
categories of 
small businesses, 
so be it.

38 Contract Management  |  October 2009



 39Contract Management  |  October 2009

As FAR 6.1 states, “with certain limited excep-

tions…contracting officers shall promote and 

provide for full and open competition in solicit-

ing offers and awarding government contracts.” 

The goal is to efficiently fulfill the requirements 

of the warfighter at a fair and reasonable price. 

FAR 19.502-2 modifies the full and open com-

petition requirement by mandating the setting 

aside of solicitations for small business partici-

pation only if the contracting officer determines 

there is a reasonable expectation of obtaining 

offers from two or more responsible small busi-

ness concerns that will be competitive in terms 

of market prices, quality, and delivery.  

Additionally, set-asides to more limited groups 

of small businesses, such as HUBZone small 

businesses or service-disabled veteran-owned 

small businesses (Department of Veterans 

Affairs solicitations only) can also be initiated. 

It is my opinion that, in most cases, a contract-

ing officer doesn’t know if a small business set-

aside will result in fair and reasonable prices, 

even if two small businesses complete and 

submit “competitive” prices. A contracting of-

ficer still can’t be sure he or she is paying a fair 

and reasonable price because a huge segment 

of prospective offerors (i.e., large businesses) 

were excluded from the acquisition process.

Recommendation Three
FAR 19.5 should be changed so small busi-

ness set-asides are not required unless 

quantifiable data supports the present 

assumption that fair and reasonable prices 

will result from competition only among 

small businesses. This can be determined by 

offering procurements formerly set aside for 

small businesses as open competition, large 

or small. A comparison can then be made 

between pricing from large businesses 

and pricing from small businesses. If small 

businesses still offer the best value to the 

government when competing with large 

businesses, the product or service can be 

set aside the next time the same require-

ment is bought. Remember, the objective of 

the Small Business Act is to simply ensure 

that small businesses receive a fair propor-

tion of government contracts.

In addition, large business SBLOs have a 

multifaceted job description, differing in 

some ways from company to company. 

However, if the SBLO is doing his or her 

job effectively, he or she is making sure 

company employees—especially material 

department or purchasing department 

buyers—fully understand federal small 

business programs and the associated buyer 

responsibilities to provide the maximum 

practicable opportunity for small businesses 

to compete for subcontracts. 

At the same time, the SBLO must get company 

management buy-in of the program. Manage-

ment buy-in includes some level of commit-

ment to funding small business outreach 

efforts so the large business can identify vari-

ous types of small businesses for its subcon-

tracting requirements. At the same time, the 

SBLO must keep abreast of the changing small 

business program requirements, whether 

it involves a change in mandated goals or 

a change in reporting, such as from paper 

reports to reporting electronically via e-SRS.  
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In years gone by, large business SBLOs kept 

abreast of the changing small business require-

ments by attending quarterly or semiannual 

meetings with other large businesses in his or 

her immediate area as part of a large business 

SBLO group. Such groups usually included par-

ticipation by a small business specialist from 

DCMA. It was this interface between large 

business SBLOs and DCMA small business spe-

cialists that kept both parties informed about 

changes to small business programs and the 

effect of those changes on the supply chain of 

the large business. However, DCMA reorga-

nized its small business specialists in 2005. 

This reorganization eliminated geographic 

proximity of the DCMA small business special-

ists and the large businesses they monitored, 

resulting in less communication and less face-

to-face interface between them. 

Recommendation Four 
DCMA small business specialists should be 

reorganized once again so they are in geo-

graphic proximity with the large businesses 

they monitor. This reorientation will result 

in better compliance with the intent of the 

Small Business Act.

While SBA has overriding responsibility within 

the federal government to assist small busi-

nesses in winning federal contracts, there are 

many agencies and associations—some fund-

ed by the federal government, some funded 

by state governments—that promote small 

businesses selling to the federal government. 

There are also myriad companies focused on 

some part of the small business market. A few 

of these organizations include: 

The National Association of Minority  �
Contractors (NAMC), 

The National Association of Women  �
Business Owners (NAWBO), 

The Office of Women’s Business Owner- �
ship (OWBO), 

The Center for Veterans Enterprise  �
(VetBiz), 

The National Veteran Owned Business  �
Association (NaVOBA), 

The Minority Business Development  �
Agency (MBDA), 

The Latin Business Association (LBA), and  �

The Massachusetts State Office of Mi- �
nority and Women Business Assistance 

(SOMWBA). 

The problem with all of these organizations 

is their self-centered focus on a particular 

kind of small business. It is not in the best 

interest of any of these organizations to do 

anything but promote the benefits of the 

federal small business program that has 

been identified to them by their agencies 

and/or upper management.

However, PTACs shine out because they look 

at the bigger picture instead of the flavor-of-

the-day mentality that places emphasis with 

one small firm today and another tomor-

row. PTACs work effectively with all small 

businesses, regardless of the small business 

type, in helping them make contact with 

large businesses or federal buying agencies. 

Authorized in 1985 by Congress, the Procure-

ment Technical Assistance Program (PTAP) 

helps to increase the number of proficient 

businesses engaging in the government mar-

ketplace. The program, administered by the 

U.S. Defense Logistics Agency (DLA), establish-

es PTACs to provide government procurement 

assistance and matching funds through coop-

erative agreements with nonprofit organiza-

tions and state and local governments.

PTACs often reflect the communities and ar-

eas in which they serve, so they vary in size 

and shape. A small percentage of PTACs are 

administered by state governments, while 

others work in partnership with community 

colleges, universities, local economic devel-

opment corporations, or other institutions 

in the local area.24 

Recommendation Five 
PTACs are the best places for small busi-

nesses to get help in doing business with 

the federal government. Therefore, it should 

be emphasized to large businesses, small 

businesses, and federal buyers that PTACs 

should be the focal point for small business 

vendor outreach. Further, any focus on 

“one-trick pony” associations and agencies 

should be deemphasized so federal small 

business programs are more in line with the 

original intent of the Small Business Act (i.e., 

to help small businesses). 

Federal small business programs have 

resulted in the creation of numerous billets 

for small business specialists in all federal 

agencies. Increasing the use of PTACs may 

allow federal agencies to reassign personnel 

from the small business offices to 1102 con-

tract specialist billets. With more personnel 

in these billets, increased emphasis can be 

placed on market analysis and price reason-

ableness determinations. 

If federal small business programs are en-

forced from the perspective of their original 

intent, goal achievement for the sake of 

goal achievement will be deemphasized, 

and the recommendations identified above 

will be seriously considered. If these steps 

are taken, small businesses should continue 

to prosper in the federal marketplace and 

receive a fair proportion of government con-

tracts. Additionally, the American taxpayer 

will see better use of taxpayer dollars. All 

of which were the original objectives of the 

Small Business Act of 1953. CM
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