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Mr. Chairman, Mr. Waxman, Committee Members:

Thank you for the opportunity to provide our office’s views on factors that we believe warrant consideration in the assessment of whether or how to reorganize the General Services Administration (GSA), more specifically, the possible restructuring of the Federal Supply Service (FSS) and the Federal Technology Service (FTS).  We believe it most appropriate that your committee has chosen this point in time to raise this issue.  Given current demands on Federal resources to underwrite increasing defense and national security requirements, while at the same time addressing the needs of the entire government to modernize operations, it is imperative that organizations such as GSA deliver mission critical products and services in the most effective, timely, and economical manner possible.   In the sections that follow, we have outlined the factors we believe should be weighed as part of the overall assessment.  

PROGRAM STRUCTURE and CUSTOMER NEEDS

Both FSS and FTS have experienced explosive revenue growth in the past 

5 years.  Product and services (especially services) multiple award schedules contracts will do an estimated $32 billion in sales this year, up from 

$4 billion a few years back, while FTS services contracts for other than telecommunications have grown from below $1 billion to approaching 

$6 billion annually.  This sustained growth for several successive years suggests that both organizations are favorably responding to customer needs and doing so in a way that fosters customers to come back time and again.

We believe underlying this success is that GSA provides its customers choice. Not only does it afford them choice in the lines of products and services offered, but it also tailors programs to deal with customers in the way they prefer to do business and allows customers to select various levels of acquisitions support to meet their requirements.  As examples:

The multiple award schedules contracts are pre-established master agreements covering thousands of products and services, perfectly suited for the customer who has well defined needs or, for more complex matters, has the in-house technical expertise to manage implementation.  Even large orders requiring a second stage of competition can be processed in rapid fashion.

The global supply program meets different customer needs, those requiring warehouse support for specialized items that are needed on short notice to respond to such events as natural disasters or emergency situations.  These products can be shipped worldwide quickly.

Next are the acquisition programs of FTS and the specialized offerings of FSS that provide to the customer a wider array of acquisition support, contract administration, project management services, and also include tailor made FSS solutions to meet a specific customer’s special needs.  The largest group of these contracts are found in FTS because the technology field often requires extensive specialized expertise often not residing within the client agency needed to oversee complex implementations. Others of these contracts are situations where a large client agency has an ongoing need for technical acquisition support and expert advice. Providing this type of cradle to grave support allows the clients to remain focused on their core missions.

Finally, we have the unique governmentwide procurements awarded and managed by FSS or FTS.  These would include such operations as providing governmentwide telephone services, airline contracts, and fleet services.  Within these programs are options to help meet the special needs of individual customers while leveraging the buying power of the government to establish favorable prices.

We have described this array of contract programs to make one point: We believe GSA’s ability to serve the customer through a variety of offerings is a key element of both GSA’s success and the success of its clients.  We are aware that some have suggested that GSA offer its procurement services only though a single structure, most likely through the schedules program.  While that would surely streamline GSA operations, we believe it would not fulfill many customer requirements for acquisition support and ongoing technical advice and management services.  

Having said that, we are well aware of the shortcomings in all of the current delivery methods used by GSA.  We have been working with agency management to identify weaknesses and find ways to overcome them.  In addition to our efforts, we believe there are other ways to identify how to enhance service delivery.

First and foremost, we would encourage seeking the views of a wide spectrum of users of GSA services to learn what is most positive about current programs and where GSA could be of greater assistance.  A key question to ask is whether customers are confused by the various offerings of FTS and FSS or uncertain regarding which organization to turn to when in need of procurement assistance.

Next, we would suggest reducing the overlap and duplication of contract offerings currently available.  In many of our past reviews, we have noted that several of the Government Wide Acquisition Contracts (GWACs) including the ones originally awarded by FTS offer basically the same kinds of services.   Some of these GWACs are being phased out, a step in the right direction.  We would encourage further streamlining efforts.  Having numerous contract vehicles covering similar areas is costly to the government and vendor community alike.

ORGANIZATIONAL STRUCTURE

As we understand it, the general proposal under consideration is to combine FTS and FSS into a single acquisition organization and consider related implications that may have for field operations.  We see a combined organization as workable and one that could result in efficiencies gained through consolidated support operations.  It would also serve to eliminate concerns that FSS and FTS directly compete for client business.

What we would caution against is a structure popular among some conglomerate corporations in the 1970s and shown over time to be ineffective.  By this we mean a unified structure centrally controlled, rigidly imposing the same structure upon each of its business units and measuring them by the same set of metrics.

Even where we have seen this structure employed on a smaller scale, it resulted in less effective outcomes.  For example, our work in FTS noted that where a region had management responsibilities for an acquisition service center and also managed a GWAC contract, the center awarded a high number of contracts through the GWAC, even though other contract vehicles seemed more suitable to meet the acquisition requirements.  In similar fashion, how often have we seen in other mergers where the dominant management tends to recast the absorbed units into the same mold even if it impairs operations.  Uniform structures can lead to more rigid structures and that often leads to not meeting customer needs. 

For these reasons, we would encourage a structure that affords a common framework but allows programs to operate independently in function and to be accountable for meeting customer and agency objectives.  As for location and field structure, some programs need to be geographically close to the customers while others can function from a single location and provide worldwide service.  Customer requirements and the strategy to meet those needs should be the force that drives organizational structure.

FINANCIAL MATTERS, CUSTOMER EDUCATION AND EFFICIENCIES

We are strongly in favor of merging the Federal Technology Fund and the General Supply Fund provided the accounting for telecommunications, technology solutions and general supply fund operations are treated as separate segments and results of activities are reported distinctly.  This merger will eliminate many needless discussions regarding whether a specific procurement is or is not of suitable scope to be processed through the Technology Fund.  Given that technology has found its way into every wall of business and government operations and numerous products as well, the discussion should focus on how to craft the procurement most effectively not what fund to place it under.

Another area we believe needs additional work is customer education.  FSS and FTS have made efforts to inform customers how best to use GSA programs but more needs to be done.  Lack of information regarding how procurement programs work or which is the most effective one to use in a specific circumstance often lead customers to incur additional costs, waste time, or, worse, conduct an acquisition that fails to meet its need.  A major objective under any restructuring effort should be to ensure there is clarity as to the nature and application of program offerings to customer agencies. The Administrator’s Get It Right Program, designed to enhance acquisition services overall, has a module that focuses on customer education.  We endorse this effort and trust that whatever the final design of GSA, this mission will not be overlooked.

Finally, our last comments center on program efficiencies.  Our reviews of GSA acquisition programs find that GSA associates are customer oriented.  They clearly want to enhance GSA’s level of business and keep clients satisfied.  Where we often find weaknesses in operations, it relates to trying to do things too quickly, or responding solely to customer preferences; this results in corners cut, neglect of regulatory requirements, and causes increased costs or impaired outcomes.  Each of the programs discussed have one or more of these deficient elements that need continued attention.  We would be happy to describe these issues in more detail at a later date.

We would be pleased to work with the Committee and, of course, with GSA management in support of the effort to restructure the acquisition services for the benefit of customers and the taxpayers.

Mr. Chairman, that concludes my formal remarks.  I would be pleased to take questions from the committee. 

