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Eleven Functions for the Future Government Acquisition Office  

 
 

 

Introduction. 

 
Sourcing is the acquisition (some call it procurement) by government from 

companies for the goods and services needed to do business.   Goods are 
defined as things like computers and off the shelf shrink wrapped mass-market 
software.  Services are the harder to define skills such as developing a new tax 

system or modeling a new weather prediction system.  In this analysis the focus is 
on the sourcing of services needed by governments. 

 
Governments do a good job in acquiring the goods that it needs.  The results are 
not nearly as good when services are acquired.  Many problems occur when 

services are acquired including delayed response to the needs of government 
and the waste of money resulting from failed systems.  Government sourcing is 
big business.  It creates millions of jobs in the private sector in governments, and 

makes some people wealthy.   
 

At one time all services needed by governments were negotiated by 
government acquisition specialists; and, all of the work was done in-house by 
government employees.  Today, there are many choices.  These include home-

sourcing, outsourcing, in-sourcing, competitive sourcing, off-shoring and 
variations of each. Christina von Greyerz of Sweden feels that we are in a high 

level reality which can be called “the industrialization of government services.”  
She thinks that we need to think of the big picture, not any single component 
such as acquisition or outsourcing. 

 
Most people understand that a government is actually a modern marvel, a huge 

machine to transfer wealth from one group to another.  Less well known is that 
current governments are also the world’s largest acquisition engines.  
Unfortunately, the officials who run the acquisition shops in governments are 

often viewed, not as strategic partners, but as back office employees.  And, 
there are other problems that a government sourcing program of the future will 

solve.  Major companies are consolidating the government services industry and 
are becoming as powerful, if not more powerful in sourcing as the governments 
they serve. 

 

The Executive Leadership Conference for 2007 (see annual conferences at:  
actgov.org) outlined additional sourcing problems as follows:  
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“Acquisition continues to be buffeted by forces that are often at odds. 
The need for rapid implementation of innovative and creative IT solutions 

often conflicts with a relatively inflexible acquisition process. Oversight 
bodies seek to ensure an open, fair and competitive process for the 

benefit of all, but intense scrutiny has also hampered responsiveness. 
Consolidation of purchasing fosters ever-larger procurements, but will the 
rising incidence of protest actions and the high cost of bidding present an 

insurmountable barrier to many businesses? Ethics, government-industry 
interaction, and legislative/policy/regulatory changes create additional 

pressures on government acquisition.” 

 

A government’s ideal sourcing program of the future will have eleven 

components.  
 

It will have a well rounded program which provides a variety of acquisition 

vehicles. 

It will establish and independent assessment office to identify the need for 

and to recommends approaches for programmatic and technical risk 

mitigation.  

It will review completed actions for waste, fraud, and abuse.   

 

It will maintain a proper balance of power between itself and the 

companies that provide products and services.  

 

It will allow the appropriate use of all that modern global society offers to 

access needed skills, good prices, and emerging technologies from all 

sources. 

 

It will ensure a strong, well staffed, well trained cadre of contracting 

officers and assistants. 

 

It will insert itself into the market place as needed to ensure high levels of 

innovation and competition. 

 

It will create a ‘Board of Governors’ to establish procurement policy and 

make recommendations to the legislators for new law.   

 

It will ensure that it has a good understanding of the capacity and 

capability of the marketplace along with the government’s impact on it. 

 

It will seriously work with its contractors to solve problems created by each 

party. 

 

It will ensure an awareness of world wide trends in sourcing.  
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 A government’s sourcing program of the future will have a well rounded 

program which provides a variety of acquisition vehicles. 
 

Singapore has a series of four acquisition vehicles to meet the various needs of its 
government organizations.   

 
Period contracts are defined as those where the goods and services as well as 

the associated unit prices are fixed or defined through some formula for the 
duration of the contract. The award may be to one or more 
vendors/contractors.  

 
 New models or products with largely the same functionality may be added to 

the contract through Request for Quotations or contract variations. An example 
is upgrading the CPU speed of PCs to keep up with new models introduced 

midway through a bulk purchase of PC’s.  
 
Framework agreements are those where some negotiation is needed when the 

order is about to be made. Framework agreements are useful when it is not 

feasible or advantageous to identify the individual goods or services upfront. The 
award may be made to multiple vendors/suppliers for similar items or a range of 

goods and/or for services.  
 

Reverse Auction (RA)   RA allows on-line real time price bidding from invited 

suppliers within a specific timeframe. The objective is to treat it as a form of 
request for quotation and choose the lowest quote from one of the awarded 

suppliers after the tender is awarded. 
 

Service/utility based acquisitions.  The principle is “Pay per use”.  

Agencies pay only for services that it has consumed based on the 
actual usage. One example includes the government electronic mail 

system (GEMS) in which agencies can subscribe to the electronic mail 
services and pay a fixed price per month per mail box to the GEMS 
supplier.   

A government’s sourcing program of the future will establish an 

independent assessment office to identify the need for and to recommend 

approaches for programmatic and technical risk mitigation.  

Emory Miller with Robbins-Gioia in Alexandria, Virginia located outside 
Washington D.C. recommends (Federal Computer Week, June 11, 2007) an 

Independent Program Oversight (IPO) function for governments investing in 
complex system programs. 
 

Emory says that an IPO is a support function performed by highly experienced 
and skilled practitioners in program management who are fiercely independent 

of contractor biases or political influences.  The IPO’s job is to inform the 
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government decision-maker on the true status of his or her program in two ways: 
its adherence to program management principles and its progress toward 

achieving established cost, schedule and performance objectives.  With its 
independence and lack of biases, it can serve as a mediator between the 

government and its contractor, although the contractor will still access the courts 
and appeals processes when it disagrees with any recommendations. 
 

The IPO does the following: 

• Conducts multidisciplinary reviews at designated decision milestones to 
evaluate program and project objectives, efficiencies and effectiveness. 

     
• Validates the Independent Government Cost Estimate, cost analysis 

methodology and research to create the estimate in relation to the cost 

analysis.  
• Provides independent assessment of cost and schedule compliance, 

earned value reports and methodologies.  

A future sourcing program will have a strong investigative capability to 

reduce fraud, waste, and abuse. 

 

There are two approaches. The first addresses “gaming’ of the procurement by 
bidding companies. One example of gaming is the practice some companies 

use to bid engineers and computer programmers for $15-$20 per hour when the 
companies were paying more than that in salaries for these skills.  Should the 
client ask for these skills at the unrealistic labor rates, the contractor will respond 

that we do not have those skills available, and besides you don’t need them on 
this job.  They are able to do this in contracts in which the responsibility for the 

solution has been delegated to the contractor. 
 
Another example is when a company bids a ridiculously low price to supply desk 

top computers to an agency.  The company wager that by the time the 
acquisition process is completed, newer computers will come to market and the 

agency’s users will demand the newer technology.  The bet is won when the 
older low-priced, loss leader computers, which won the bid for the company, are 
never delivered; and, the newer, high priced computers with good profit margins 

are substituted. 
 
The government, when it observes gaming in an acquisition, should stop the 

acquisition, build in an anti-gaming fix, and restart the acquisition from the 
beginning. 

 
The second approach is to establish an Inspectors General or auditors program 
and keep it strong and independent.  An article in the Washington Post illustrates 

the challenge.  An Op Ed piece on April 4, 2007 by a former head of acquisition 
policy in the US Federal government condemned Inspectors General.  He 
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declared that an unhealthy situation has appeared in which the IG culture has 
undermined public management; and, that this is bad for good government.   

 
The real problem is the number of hundred million and billion dollar contracts 

that have failed in the US, the U.K. and in other governments.  The Inspectors 
General, along with agency auditors are often the only ones that pay any 
attention.  Examples in the US include successive failed modernization programs 

in the Internal Revenue Service, the Federal Aviation Administration, and the 
many failures in the Department of Defense, to mention just a few.  Billions of 

taxpayer dollars have gone down the drain over decades and the problems 
with these huge contracts continue to this day and will into the future. 
 

In most cases contracting officers are ineffective to do much about this scandal.  
They do not have access to key officials, sufficient resources, power, or the time 
to do a superior job in all cases.  (see Frank McDonough, “The Need for I.G.s”  in 

Federal Computer Week, June 4, 2007, page 32). 
 

A government’s sourcing program of the future will ensure a proper 

balance of power between itself and the companies that provide 

products and services.  
 

Major companies supplying products and services to government have more 
power than government contracting officials.  (see: Frank McDonough,  “The 

Imbalance That Favors Government Contractors”, The Washington Post, May 28, 
2007, page A16).  Sitting across the negotiating table from a government 
contracting officer are companies so big that nothing can hurt them or get their 

attention. With several billion dollars in annual sales and a declining number of 
competitors, a major company can respond quickly and powerfully if its interests 

are threatened.   It can muster on the following morning several in-house lawyers 
for litigation and lobbyists for publicity and perhaps ten more on contract at 
$100,000 a week to start work the following morning.   

 
In addition major companies have access to senior political officials in agencies 

that contracting officers seldom meet, even once.  In this circumstance, agency 
contracting officers find themselves on the defensive in some cases.  Also, 
because of their generous campaign contributions, and other services such as 

providing corporate jets, major companies have little trouble opening doors to 
lawmakers and to key members of their staffs.   
 

The agency acquisition officer lacks similar access except through agency 
political appointees who may or may not be willing or able to provide support. 

To compete with the resources of a major company, one part time lawyer with 
generalist experience might be assigned to assist the government contracting 
officer.   The government is outgunned in all cases.  It is like a single citizen facing 

an armed military brigade. 
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Inspectors General and auditors perform a vital function.  Their job is to present 
reality whether it is success or failure.  This is a job that cannot be done by any 

other existing organization.  Their job is to protect the government from waste, 
fraud, and abuse.  In this sense, they are best friends of contracting officers and 

the taxpayers.  They represent good government at its best. 
 
A well rounded future sourcing program will have and protect a program to 

investigate, evaluate, and combat waste, fraud, and abuse.  The balance 
between weaker contracting officers and powerful companies must be restored. 

 

A government’s sourcing program of the future will use all that modern 

global society offers. 

 

 “Best sourcing” is a term provided by Singapore’s Mui Ken CHUNG and Kok 
Siong ENG.    Best Sourcing is not equivalent to "outsourcing".  Outsourcing is just 
one of the possible outcomes from Best Sourcing.   

Best Sourcing, Singapore feels, demands a change in mindset from that of 

government as a service provider to that of Government as a service purchaser, 
irrespective of whether the service is "bought" in house or from the private sector.  
This change will require a different type of government manager, smarter buyers, 

as well as additional auditors to establish results and recommend new practices 
for the future.   

Outsourcing- Outsourcing government IT jobs is a major priority in most 

governments.  The long term trend throughout the world is to take governments 
out of businesses that can be performed by the private sector.  Governments 
usually outsource because they think they will save money, because they want 

to get the government out of a particular business, because they want to build a 
new industry in the private sector, or, because elected officials and their 

appointees in key positions prefer smaller, weaker governments. Or, they may 
outsource because they want nothing more to do with personnel regulations, 
unions, and procurement regulations and processes. 

 
Countries with the most outsourcing experience are led by the United Kingdom.  

Dating back to the early days of former Prime Minister Margaret Thatcher's 
tenure in the 1980s, the UK has outsourced to focus on core business functions 
and to “get the government out of [that] business.”  Core business functions 

have never been clearly defined. For 25 years the definition continues to be 
debated by those who want to protect government jobs and by those who 
want to see the jobs contracted out to private firms. 

 
The US Department of Justice is using contractors to provide litigation support.  

The Department of Homeland Security is using contracts to buy the services of 20 
lawyers. The US General Services Administration is doing the same to employ 60 
contract specialists.  IRS is buying credit collection services from 10 companies in 



“Eleven Functions for the Future Government Acquisition Office”,    Frank McDonough     8

the private sector.  In another example, IRS asked tax lawyers and accountants 
to draft some of its new tax rules.  These are the same officials who are 

responsible for creating tax shelters and exploiting loopholes in tax law and 
regulations.  Quoted in the NY Times on March 9, 2007, Paul Light, a professor of 

Political Science said “it’s not the fox guarding the hen house; it’s the fox 
designing the hen house.” 
 

How far can we go with outsourcing and still have enough know-how to 
manage the contractors?  Outsourcing discussions often lead to the concept of 

"inherently governmental" functions, the idea that certain functions must be 
performed within governments.  But, current practice suggests that there are few 
if any, protected functions.  Political officials are becoming more aggressive in 

their desire to send more jobs to the private sector.  For example, the United 
Kingdom outsourced tax-processing operations to the private sector.   
 

Insourcing.  In the US, the Office of Management and Budget (OMB), the 
President’s budget and policy office selects job categories and forces agencies 

to follow a process that agencies must use to determine the “best” arrangement 
for the government.  Agencies win 90% of the competitions under this process 
allowing the jobs to remain in-house. Industry is frustrated and wants to see the 

process changed to favor them to win more of the competitions.  
 

The President’s budget office, says that 400,000 US federal employees are 
occupying jobs that could be performed by the private sector; and, that $5 
billion could be saved if these jobs were outsourced.  This is routine ideology from 

each President’s budget office.  The “savings” never materialize.  They are never 
calculated after the jobs are gone. 

 
( Stephen Barr, Congress Continues to Place Limits on Outsourcing of 

Government Jobs, Washington Post, January 13, 2006, page B2) 

 
When functions are outsourced, the government is limited in two ways. 
 

1.  When a function is outsourced in what is normally a long term contract of 
seven years or more, the government in most cases cannot consolidate that 

function with another to streamline the government. 
 
2.   When a function is outsourced, the government limits its ability to respond.   

For example in the Hurricane Katrina floods in New Orleans, the Army Corps of 
Engineers could not proceed to fill the breaks in the levees until a contractor 

could be found to do the work;  and, then a contract had to be negotiated with 
fair and reasonable prices.  This took time that the survivors did not have. 
 

In the US, there are about four contractors for every career government 
employee according to Paul Light.  Yet it is anticipated that additional and 

massive outsourcing will occur in the future 
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Off-shoring.   Trevor Smallwood, a Branch Manager in the Australia Government 
Information Management Office (AGIMO) points out that outsourcing trends will 

test the appetite of agencies to transfer development of systems offshore to 
workers in other countries.  There will be demands by government on industry to 

demonstrate compliance with Australian privacy legislation in the new business 
models especially where industry is considering moving operations offshore.  
There will also be much greater awareness of a “global business” even for 

government. 
In the US, Administration policy decisions such as restrictions on hiring non-U.S. 

citizens and the years-long periods required to obtain security clearances are 
leading to more (rumored) off-shoring as the skilled labor pool in the U.S. 
allegedly shrinks.  

 
In what may become a common practice a few major outsourcing suppliers to 
the US government are moving corporate headquarters offshore while still 

seeking government business.  Accenture has moved its corporate headquarters 
to Bermuda.  Halliburton is moving to Dubai. If companies move offshore and still 

want to compete for government contracts will they pay federal and state taxes 
as do the companies remaining the United States?   Will they open their books to 
federal auditors?  Will they play under existing laws and regulations at all times or 

only when they want to? 
 

Home-sourcing.  In their endless search to reduce salaries, companies employ a 
variation on outsourcing.  Jet Blue, a favored low cost semi luxury carrier in the 
US, uses housewives as part time employees.  In a revival of the cottage industry 

approach, they work at home and perform functions that normally are 
performed by full time employees.  These women live in remote areas where 

employment opportunities are few and salaries are low.  They have good English 
skills which are an attraction for customers tired of trying to communicate with 
company representatives in India; or, Indian accent speakers located in other 

countries such as the U.K.   
 
In addition to its goal of low salaries, Jet Blue skimps on its telecommunication 

facilities. When a winter storm hit the US in early 2007, the company tried to call 
all of its housewives to do double duty and could not.  They were shopping for 

groceries, and picking up children from school and performing their other daily, 
homemaker duties.  In addition pilots and attendants were isolated in hotel 
rooms in various cities and unable to communicate with Jet Blue schedulers.  The 

result was that thousands of flying customers slept on the floors of terminals for up 
to three nights while company provided misleading or no information at all to 

those stranded customers.  The damage to Jet Blue will be calculated in years 
not months.   
 

Home sourcing and off shoring customer relationship jobs to India, as Dell found 
out, can have limits and can hurt the reputation of the company. I for one had 

planned to buy a Dell PC in 2005 but did not because of the terrible Internet 
reviews of Dell’s India based customer service.  Home sourcing may have a role, 
but it will be a limited one that should not be expected to perform in an 
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emergency. A company needs employees that can be called upon to serve 
24/7 in ad hoc, emergency circumstances critical to the company and its 

customers. 
 

A government’s sourcing program of the future will ensure a strong, well 

staffed, well trained contracting officer community 
 
For many years Democrats and Republicans alike have weakened the US 

government contracting workforce by making it an upward mobility series, by 
arbitrarily reducing the number of contracting officers and assistants, and by 
contracting out acquisition functions which could be used to train the 

contracting officers of tomorrow.   In turn, this has allowed industry to gain the 
upper hand over the government in contract negotiations and in managing 

contracts after award.  According to a December 2006 report by the 
congressionally appointed Acquisition Advisory Panel, the Federal acquisition 

workforce has been reduced by 50% since mid-1990 and hiring has virtually 
ceased. 

 
In another political action which weakened the acquisition community, current 

law requires that a political appointee be placed in charge of acquisitions in 
agencies.  Normally you would expect that these Chief Acquisition Officers 

would have solid experience in the complex world of Federal acquisition.  This is 
not the case.  Two of the four most important acquisition policy jobs in US 
government have been filled recently with appointees that have no practical 

acquisition experience. 
 

Companies benefit from a weak acquisition workforce in a government.  It is in 
the interests of the major companies to encourage each administration to 
reduce the number of contracting officers in government or to limit their abilities.  

While they may not attempt this individually, companies may do so through one 
of their industry associations. This places an additional workload on the remaining 

contracting officers.  The result is that they cannot do a good job and they are 
vulnerable to company lawyers attempting to slip in terms and conditions during 
negotiations that are beneficial to the company and may be harmful to the 

government’s interests.   
 
The Australian Government Information Management Office (AGIMO) office is 

working to shore up the workforce involved in cross-jurisdictional acquisitions.   
Three areas are designed to improve the bargaining position of government 

when negotiating with vendors.  The three include: 
 

Communication and negotiation strategies,  

Collaborative software acquisition frameworks,  
Market intelligence and technology research.   

 

A government’s sourcing program of the future will ensure innovation and 

competition in a consolidated marketplace.   
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The US government is at a huge disadvantage created by its own actions.  

Consolidation among major suppliers reduces competition, and ideas.  It is a self-
defeating government policy which allows, and sometimes encourages, 

companies to consolidate to the point where mid-sized companies are frozen 
out, reducing innovation and competition, while limiting the power of 
government over the very large companies that dominate government 

contracting in technology.  

 

A straight line projection for the next 10 years could see the Big Five controlling 
75% of the technology procurements in the Federal government.  The issue is not 
the number of sole source procurements as Congress will claim periodically.  

Rather it is the ever increasing domination of the market and concentration of 
power by a few companies. 

The Big Five produce weapons systems and information and 

telecommunications systems.  They are really big.  These huge defense 
contractors buy up smaller firms to pursue growth in information technology and 
services.  This sector continues to grow while weapons systems are very profitable 

with littler risk in wartime, this is less so in peacetime.  In the US, the top firms are 
Lockheed Martin, Boeing, Northrop Grumman, Raytheon, and General 
Dynamics. United technologies and Science Applications International 

Corporation are close behind the Big Five.  According to INPUT, Northrop 
Grumman Corporation, Science Applications International Corporation (SAIC), 

and Lockheed Martin were the top firms selling IT products and services to the 
Federal government in fiscal year 2004. 

The practice of these big weapons systems manufacturers is to purchase smaller 
companies.  Left unchecked, this becomes an anti-competitive approach.  As a 

result their dominance of the Federal market will continue to increase steadily 
over time unless change is forced into the marketplace by the government.  This 

approach to growing the business is duly noted and followed by world wide firms 
located in other countries. 

As indicated, the Big Five also have access to Congress and key staffers 
because of their campaign contributions and other services.  They also have 

plenty of resources including in-house and under-contract lobbyists to address 
challenges from any source   

Some very large companies focus almost solely on Information and 
Communications (ICT) systems.  In the US the "Big Six" major outsourcing providers 
are IBM, Hewlett-Packard, Accenture, Computer Sciences, Electronic Data 
Systems, and Affiliated Computer Services.   They have faced increased 

competition worldwide since 2004, according to Technology Partners Inc. (TPI).  
These six companies won 44 percent of the contracts world wide in 2004 

compared to 71 percent in 2003, as a greater variety of vendors won major 
contracts last year, TPI said.   
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A government sourcing program of the future will create a Board of 

Governors to establish procurement policy and make recommendations 

to the legislators for new law.   
 
The Board will be supported by an analytical/ research organization along the 

lines of the Rand Corporation that does research for the US Department of 
Defense.  The purpose of the Board is to help ensure that new laws and new 
policies are developed with a realistic understanding of the problem to be 

corrected, alternatives to be considered, and the likely outcome of each.  In 
addition, an annual report to the public will be prepared answering questions 

such as what was purchased by which agency for which purpose, from which 
companies, and the performance results of each acquisition for the year.  Bonus 
payments to companies related to the outcome of each contract will be 

published in the report. 
 

Appointees to the Board should be staggered for six year terms.  This will ensure 
continuity and periodic, non-disruptive turnover.  Appointees should have 
substantial backgrounds in procurement and procurement policy.  Selection 

criteria should exclude nominees whose sole criterion is helping the current 
leader of the country get elected.  The Board should be an independent arm of 
government, as free as possible from political meddling suggesting that it should 

not be housed in one of the President’s or Prime Minister’s support offices. 
 

A government’s sourcing program of the future will ensure that it has a 

good understanding of the capacity and capability of the marketplace 

along with the government’s impact on it. 
 

The UK provides a good model to follow.  This analysis will be repeated every six 
months.  In addition the UK has established a “Common Assessment Framework” 

for IT suppliers. This summarizes the performance of the suppliers for all of the work 
they are doing across government.  The Framework was developed in concert 
with trade associations and incorporates elements from a supplier code of best 

practices.  Also, working with CIO’s in their roles as the customers of leading 
suppliers, the UK has completed a formal cross-government review of the 

performance of the most strategically placed suppliers.  As needed the 
government will work with individual suppliers to help create development plans 
to improve performance. 

 

A government’s sourcing program of the future will seriously work with its 

contractors to solve problems created by each party. 
 

Bob Assirati with the Office of Common Procurement in HM Treasury’s in the U.K. 
recognizes the imbalance between government contracting and the major 

companies bidding on the mega government jobs.  He says they are trying to 
address this by managing key suppliers on a cross-government strategic basis. 
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Firstly, he says, we have established a performance management regime 
whereby, for all major IT suppliers.  We invite, he says, government customers to 

contribute to an overall performance assessment of each supplier.  This is then 
discussed at a forum with the supplier's senior management with some of the 

customers present.  They watch both for overall weaknesses and contracts 
where performance is out of line with the rest.  Where there are particular 
problems, the OGC and the Government CIO can weigh in to support the 

customer (as they recently did on the Health IT program.) 
  

In addition, they have recently started a 360 degree assessment by which 
suppliers are invited to provide their appraisal of the government, as client, 
performance on the contract. 

 
Second, the U.K. has established a Strategic Supply Board.  CIOs from 
Departments sit with Managing Directors of the suppliers to discuss the systemic 

problems that they face together.   
In mid- 2007 there is activity in three areas: 

 
-  a joint effort to identify what is involved in taking 20% out of the government IT 
cost base (and 40% out of the desktop) - not by reducing supplier margins but by 

standardizing etc. 
 

-  A joint effort to raise success rates in major delivery projects. 
 
-  A joint effort to find ways of reducing the burden of the formal procurement 

process (while raising levels of successful delivery.) 
  

A government’s sourcing program of the future will adopt the best from 

worldwide trends in sourcing 

The role of acquisition is changing.  Acquisition is no longer solely about 
obtaining suppliers; it is about managing the suppliers.  Government officials will 

need different skills to perform this role in a well rounded sourcing program going 
forward into the future. 

In information technology outsourcing, the Big Six are facing strong competition 
in Europe from European players like Cap Gemini, Siemens, Xchanging, and T-
Systems.  

In the U.S., the Big Six based in the US saw their share of IT outsourcing contracts 

fall from 87 percent in 2003 to 65 percent in 2004. 

Another trend is an increase in business process outsourcing (BPO), which 
includes functions such as finance, accounting, acquisition, customer 
relationship management and human resources processing, TPI said.  These 
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initiatives are called Line of Business programs in the US.  BPO contracts 
increased by 50 percent last year, compared to 22 percent in 2003.  

Of the total major contracts awarded worldwide in 2004, 67 percent were for 

information technology outsourcing (such as help desk management and 
computer center management); while 33 percent were BPO, the researcher 

said.  IBM Global Services captured the largest market share (10.7 percent.)     

In another major trend, governments and companies are turning away from 
mega awards to a single vendor. Instead they award to multiple and regional 
providers that have “Best of Breed” specializations.  These are being favored 

over the prior practice of awarding to a single company to serve as the prime 
contractor and aggregate all requirements and form consortia to meet all 

requirements in a government program. 

Michel Janssen, President, Supplier Solutions, Everest Group, notes "offshore 
outsourcing is a huge driver behind outsourcing growth.”  This will be a problem 
for those governments that want to keep the jobs at home for their own citizens.  

It appears to be a case of “don’t ask, don’t tell.” 

The year 2004 also saw the emergence of new key players in the global supplier 
market: the Indian troika of Infosys, Tata Consultancy Services, and Wipro 

Technologies. "They are starting to compete head-to-head with the other 
established global suppliers," Janssen says.  

One of the biggest trends in the IT services outsourcing sector is the trend to 
combine computing and back-office administrative services/BPO in a single 

turnkey acquisition. While the deals are still small compared to the largest IT 
outsourcing transactions, the numbers are doubling. 

 
Wal-Mart, the largest company in the U.S., and a controversial one, could push 
to perform some of the functions of US General Services Administration, the 

Federal government’s central acquisition organization, and similar functions in 
other countries.  

 
Federal Express and United Parcel could perform some of the functions now 
performed by the US Postal Service, and some of the functions in other 

governments.  In fact there is a relationship already between the Postal Service 
and Federal Express.   

 
Google could replace the national portals in many countries.  In fact it already 
does to some extent in the US because 60% of federal employees go to Google 

first when they have a query.  
 

Today, agencies need to build multiple language capacities into their contracts.  
If a disaster in New Mexico requires that the contractor speak Hindi to 
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communicate with the immigrant population, the contractor must provide 
personnel with those skills.   

 
Share in Savings programs in which the vendor invests the funds and shares in the 

savings that result when the system in implemented is one variation of 
outsourcing.  Many state governments in the US and national governments such 
as Canada and Singapore are but a few governments that have made it work.  

The lessons they have learned can be applied almost universally.   
 

As more contractors are used to perform government functions the roles are 
blurring and new ethics questions are surfacing.  The temptation to cross the line 
is always present 

 
An increasing use of contractors in specialized government roles will be a 
necessity in the future. Companies that accept specialized work normally done 

by government employees, especially in acquisition, should agree to restrictions 
on the type of government work they can pursue and the partners they can link 

up with in future acquisitions. 
 
We may see specialized companies sprouting up that perform only one 

specialized government function, and they will grow their companies in that one 
area of expertise.  The days of one all-powerful company meeting all the needs 

of government is an anomaly whose time could be ending as governments seek 
more and more specialized skills from the private sector; and as the costs of 
failures by major companies are acknowledged. 

 

 Summary. 

The government marketplace is changing in part because of the actions of the 
major companies that serve it; and, because of the actions and acquiescence 
of some governments.  At the same time, there are a number of possibilities 

available to governments as a result of these changes in    the marketplace, and 
by globalization.  The government of the future’s sourcing program will restore 
the balance of power with its supporting companies.  It will also establish new 

program to strengthen the acquisition workforce and give them the proper 
place in the government hierarchy.  Finally, it will create a new organization to 

research issues and create proposals for new policies and laws to help the 
government going forward into the future.  

End *** 
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