
MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
DIRECTORS OF DEFENSE AGENCIES

SUBJECT: Consolidation of Contract Requirements

The Department of Defense (DoD) recognizes the critical role small, small
disadvantaged, and women-owned small businesses play in DoD's ability to
accomplish its mission.  Thus, DoD is committed to fostering the use of the small
business community in every aspect of its vendor base.

When we plan for the consolidation of several contracts or requirements into a
single larger contract, we must consider the impact on small, small disadvantaged, and
women-owned small businesses.  I would like to emphasize the policy considerations that
must be taken into account when contracts or requirements of a kind suitable for
performance by small business are proposed for consolidation:

1. Requirements shall be packaged so as not to preclude performance by
small, small disadvantaged, and women-owned small business concerns as prime
contractors unless the consolidation will result in significant benefits in terms of
reduced life cycle costs, improved services, or both.  Any such determination shall be
supported by market research analysis.  The proposed consolidated procurement must
be reviewed by the Small Business Administration procurement center representative
in accordance with the Federal Acquisition Regulation (FAR) 19.202-1(e) if it is not set
aside for small business.  Any disagreements between the contracting officer and the
procurement center representative should be resolved pursuant to FAR 19.505.
Savings solely in the Department's cost of awarding or administering contracts is not
sufficient basis for consolidation.

2. Solicitations for goods and services that would have previously been set
aside for small or small disadvantaged businesses shall be reviewed for set aside
under the order of precedence requiring consideration of award under section 8(a), or
set aside under section 15 of the Small Business Act, prior to being included in a
consolidated requirement.

3. Prior to contracting for a new requirement or a follow-on to an existing



requirement, particularly for professional and technical services, the contracting officer
shall conduct an analysis to determine if consolidation provides significant benefits. 
Prior to the exercise of an option, the contracting officer shall conduct such an analysis
if the analysis was not conducted at the time of initial award.  For each circumstance, if
the analysis indicates consolidation will not provide significant benefits, the contracting
officer shall break out tasks for competition.  The awards shall be consistent with the
order of precedence in the Defense Federal Acquisition Regulation Supplement
(DFARS).

4. If it has been determined that consolidation of tasks will result in
significant benefits, small, small disadvantaged, and women-owned small business
firms shall be afforded the maximum opportunity to participate as direct awardees
(particularly when multiple awards are anticipated) of portions of the proposed
consolidated requirement.  When establishing subcontract goals for the consolidated
contract, the contracting officer shall consider the proportion, type, and level of
sophistication of work previously awarded to small, small disadvantaged, and women-
owned small business firms.  The extent of small, small disadvantaged, and women-
owned small business participation in contract performance shall be addressed during
source selection, consistent with DFARS 215.605. The contracting officer shall
consider using the incentive and award fee provisions in DFARS 219.708 to maximize
both the magnitude and level of sophistication of work subcontracted to small, small
disadvantaged, and women-owned small businesses.

5. This policy statement supersedes the policy statement signed by the Deputy
Secretary of Defense, dated 1 June 1982, subject, "Consolidation and Small Business."


