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Frequently Asked Questions (FAQs)


ANSWERS TO COMMON QUESTIONS ABOUT ESOP PRIVATIZATION

1. What is ESOP Privatization?

ESOP Privatization is an alternative method to A-76 studies of accomplishing the potential conversion of government commercial activities to contract performance.  ESOP Privatization allows the participation of the current federal employees (in this commercial activity) in the process of conversion, and will allow them to share in the economic rewards that may flow from successful conversion.  This includes protection or expansion of current compensation and retirement benefits.  These benefits will flow from the employees participation in the ownership and control of the private sector business that provides the continuing services under contract.

2. Is ESOP Privatization legal?

Yes.  ESOP Privatization  authorization  and policy guidance was issued by the executive branch in May, 1995.     Over 25 federal operations have studied ESOP privatization since then and several  civilian units and civil service military support units have  converted from government to private sector operation since 1996, most recently NAVSEA’s 450 FTE Environmental remediation detachments in Vallejo, CA and Charleston, SC; completed FY 99.

3.   Can I spend government funds to analyze and implement ESOP Privatization?

Yes.  The  1995 policy guidance authorizes but does not mandate the expenditure of government funds to procure contractor support to educate government managers and employees on the ESOP process, analyze the feasibility of ESOP privatization, develop plans and procedures to implement ESOP privatization.   Also it authorizes government funds to implement privatization through providing a contractor  to act as an  “employee representative” in order to avoid ethics and conflict of interest issues for the current federal employees.  Over 25 federal activities have funded ESOP briefings and analyses since 1993.  Copy of policy guidance available on web site referenced on page four. This policy guidance also authorizes the utilization of government personnel to participate in the analysis, planning and implementation of the ESOP process, and the use of related government assets such as communications, travel, etc . 

4. Can  my operation/unit/base/facility use or apply for A-76/Commercial activities funds to cover the costs of ESOP privatization?

Yes.  ESOP Privatization is an alternative tool to accomplish the commercial activities objectives of A-76  cost comparison.   ESOP Privatization can be utilized instead of A-76 cost comparisons.  ESOP funding can be accomplished with A-76/Commercial activities funds, by funds from the operating unit to be analyzed/privatized, by funding from the command element to which the operating unit reports, or any combination of the above.  ESOP privatization can only be implemented (and funded) if this course of action is supported by a majority of the employees of the unit after an objective feasibility study has been completed and military and civilian management, as well as all employees have been briefed on the results of the study.

5.    What is the process of ESOP Privatization?

· Briefing Military & Civilian Executives, Operating Management and Employees

· Pre-feasibility studies to identify which units/operations/facilities in a given function can potentially be privatized using ESOP methods.

· Feasibility Analysis

· Development of Business Plan for Private Sector Operation

· Implementation of Transition to Private Sector Operation as Stand Alone Newco or in Strategic Partnership

The ESOP process is an alternative to A-76 cost comparison for an operating unit.  If the ESOP process is shown not to be feasible, or is not implemented, then the operating unity may then be subjected to A-76 cost comparison.  Under certain circumstances, it is possible to have the ESOP process be included as a component of the A-76 cost comparison, in which case there would be two private sector bids to be examined  and compared with the MEO cost proposal.  One private sector bid would be obtained by the usual A-76 process, and the second of which would be submitted by a private sector strategic partner of the employee (ESOP) group, and this proposal is developed independently of the MEO.

6. Will FTE positions identified/designated for ESOP Privatization study count against mandated requirements for A-76 /FAIR Act purposes?

Yes.  Because ESOP privatization is an acceptable, innovative alternative to A-76 cost comparison and leads to the same results, positions identified/designated for ESOP Privatization study count against mandated requirements for A-76 /FAIR Act purposes on a one-for-one basis.

7. How long does ESOP Privatization take to accomplish?

Feasibility and pre-feasibility studies can be accomplished on as little as 45 days, although 90 days is typical.  Implementation can be accomplished in as little as 120 days from the completion of a positive feasibility study, though implementation can take up to one year. 

8. How much will ESOP Privatization Cost? 

Cost estimates for professional outside contractor support have been developed on the basis of the past experience  in military and civilian units. Historically, the government’s costs were in the following ranges for units with 50 – 600 FTE’s.  Factors such as the percentage of reimbursable funding in the units and the quality of the available data have had an impact on the cost of the analysis.  Units with larger employee populations in multiple sites can expect increases from these cost levels.

· Education/Briefings on Case studies of Past ESOP Privatization:  $2,500-$5,000 

· Pre-feasibility studies to identify which units/operations/facilities in a given function can potentially be privatized using ESOP methods: $25,000 –$50,000

· Feasibility Studies: $107,000 – $190,000

· Development of Business Plan for Private Sector Operation:  $50,000 –$100,000

Implementation of Transition to Private Sector Operation as Stand Alone Newco or in Strategic Partnership: $100,000 - $400,000

Governmental conflict of interest and ethics issues prohibit funding of these government costs by industry or by government employees.  
9. Where do we go to get professional assistance?

GSA makes professional assistance on ESOP privatization available under its MOBIS contractor schedule, SIN 874-6.  Support under MOBIS is available from qualified professional firms that have been competitively selected by GSA, and whose labor rates have been pre-negotiated by GSA.  Obtaining ESOP privatization contractor assistance under MOBIS can be accomplished in two weeks or less from the development of an appropriate statement of work and associated government cost estimate.  

The steps for using GSA MOBIS contractor schedule are:

1. Develop scope/tasking of required support

2. Submit to contracting office

3. Contracting submits task order to 3 sources

4. Evaluate responses of sources

5. Obtain clarification/negotiations if required

6. Select best-value proposal
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