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One of the major results from the changes in the acquisition process in the 1990s was the substantial increase in interagency contracting. While such contracting had always been permitted, under very controlled circumstances, by the Economy Act, 31 U.S.C. § 1535, and the Federal Supply Schedule Program, a number of new authorities were added. The Government Management Reform Act of 1994, Pub. L. No. 103-356, § 403, gave the Office of Management and Budget the authority to approve six franchise funds that provide interagency contracting. The Clinger-Cohen Act of 1996, 40 U.S.C. § 11314(a)(2), gave the Office of Management and Budget specific authority to approve Government-Wide Acquisition contracts (GWACs) for information technology acquisitions. In addition, the General Services Administration added services to the Federal Supply Schedules – greatly increasing the scope of this form of interagency contract.  “Better, faster, cheaper” was the mantra of the era, and it coincided perfectly with the dot.com revolution.


As a result of these changes and perhaps because of increased pressures on the acquisition workforce, interagency contracting became a major way for agencies to acquire supplies and services in the early 2000s. Along with this growth came increasing scrutiny and criticism of the way these vehicles were being used – principally by Inspectors General and the Government Accountability Office. This was one of the trends that led Congress to form the Acquisition Advisory Panel, with the study of interagency contracting as one of its statutorily assigned topics. In its final report the Panel has made a valuable contribution to the understanding of this topic.


While giving full support to the use of interagency contracting as a valuable procurement technique for federal agencies as well as industry, the Panel found:

1. There is no consistent government wide policy for the creation or continuation of interagency contracts with the result that there has been an uncoordinated proliferation of interagency contracting vehicles.

2. There is no central database or consistent methodology to help agencies select appropriate interagency contracting vehicles.

3. There are no procedures for aligning vehicles to leverage the buying power of the entire government.


Thus, the Panel made a series of detailed recommendations aimed at regularizing the interagency contracting process. Briefly the Panel recommends that the Office of Management and Budget:

1. Provide detailed information on each interagency contracting vehicle.

2. Require a business case justification for the creation and continuation of an interagency contracting vehicle.

3. Reduce unproductive duplication of interagency contracting vehicles.

4. Provide detailed guidance on the use of any interagency contracting vehicle.


The Procurement Round Table endorses the Panel’s interagency contracting recommendations. In our view, adding several basic principles would enhance the recommendations of the Panel. We set these principles out below, with a brief explanation of our reasoning following each principle:

1. Each contracting activity should have a contracting office that has sufficient staff to carry out the core procurement function of that office.

Awarding contracts is an “inherently governmental function” which must be performed by government personnel. Effective contracting requires a coordinated effort of technical, program and contracting personnel to ensure that requirements are specified in a manner that permits the use of the most effective contracting vehicle. This is best accomplished when the contracting personnel in an activity are fully familiar with the requirements of that activity and have established a close working relationship with the technical and program elements of the activity. We are not implying that the contracting office will not select an interagency contract if it is the most effective contracting vehicle.

2. Each contracting activity should be required to process all of its requirements through its contracting office.

The selection of the most effective contracting vehicle is a key responsibility of the contracting office supporting each contracting activity. Members of that office should be trained to make this decision and should be required to document this decision on each procurement. Members of other offices in the activity are not expected to have such expertise and, therefore, should not be allowed to bypass their own contracting office to achieve goals which may not conform to the legal or contractual requirements that the agency is required to follow. The Department of Defense has already adopted this policy.

3. Contracting offices for each contracting activity should be given full freedom to select the best vehicle to carry out the mission of the agency.


Contracting offices frequently have the choice of fulfilling a requirement with a competitive contract for a limited buy, establishing a multiple award IDIQ contract or using an interagency contracting vehicle. Making this decision involves an appraisal of the long term needs of the agency, the costs and benefits of conducting a procurement, and the means of achieving best value for meeting the agency’s requirements. In a variety of circumstances, agencies have decided that their needs are best served by awarding IDIQ contracts to a competitively selected subset group of contractors and then fulfilling their needs by competing task orders among that group. Other agencies have used interagency contracts to achieve the same purpose. This decision should be left each contracting office. In making this decision, however, agencies should be encouraged to utilize government wide contracts that have been established to obtain economies of scale in specific lines of business.

4. Agencies that assist other agencies in the execution of their contracting function should be required to demonstrate that they are centers of excellence for specific areas of procurement.

Agencies can play two roles in the interagency contracting arena.  In one case, they provide vehicles from which a contracting activity can procure supplies or services directly (such as the Federal Supply Schedules). In the other case, they can undertake some or all of the contracting function for an agency, typically on a “fee-for-service” basis. The latter are referred to as “interagency assisting entities.” Some of these assisting organizations assert that they are competent to buy anything that another agency requires despite the wide differences among types of procurement (such as information technology and construction). These assisting organizations would be far more effective if they were required to select a few areas of procurement where they can demonstrate that they have a core competency in a specific type of contracting and an established record of delivering superior performance to their government customers.

5. Contracting offices should be cautioned to avoid the stacked fee and overhead that can occur when using an interagency contracting vehicle.

Studies and reports on interagency contracting identify numerous instances where an assisting agency uses another interagency contract to fulfill the requirement. This may result in a double fee on the original contracting agency. When the contractor fulfills most of the requirement by entering into a subcontract, the agency may pay additional overhead and profit. While this layering of fees, overhead and profit may be justified in appropriate circumstances, such transactions should be carefully monitored to determine whether the original contracting office could have obtained better value by contracting directly with the company that will actually perform the bulk of the work.
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