OUTSOURCING AND PRIVATIZATION

DEFINITIONS

· Outsourcing:  The sourcing of a new requirement or transfer of an activity that has been performed in-house to an outside provider.  The Air Force retains full control and responsibility (through service contracts) of the recurring services or functions that are outsourced

· Privatization:  The transfer of ownership of functions, business assets, or both from the public to the private sector.  Services will be provided by the private sector

THREE DEGREES OF PRIVITIZATION

· Competitive outsourcing governed by OMB Circular A-76

-- Purchase of services traditionally performed in-house

-- No transfer of ownership of government property

-- Primary purpose is cost savings

· Housing privatization governed by 10 U.S.C. §§ 2871-2884

-- Sec 2872: Acquisition or construction of family housing units and unaccompanied housing units by private persons

--- On or near military installations

--- May or may not involve the transfer of AF owned property and waiving the usual government property disposal process

--- Section 2879 gives the services the authority to lease, on an interim basis, facilities that are completed while the construction project is ongoing

--- Construction of “housing” may include ancillary facilities like child care centers, community centers and housing offices under section 2881

-- Market incentives

--- Under sections 2873 and 2875, the services may offer

---- Loan guarantees up to, the lesser of, 80% of the project value or the outstanding 

principal of a loan

---- Loans directly to a contractor up to the limit of budget authority

---- Equity investment in the enterprise in the form of a limited partnership or 

corporation and/or through the purchase of stocks or bonds

--- Military members assigned to privatized housing may be required to make rental 

payments through allotments under section 2882

--- Differential lease payments that bring rental payments up to fair market value without 

increasing a military member’s out of pocket expenses are authorized under section 2877

· Utility systems privatization governed by 10 U.S.C. § 2688

-- Includes equipment, fixtures, structures used for

--- electricity generation

--- water treatment

--- wastewater treatment

--- natural gas delivery

--- steam generation

--- telecommunications

-- Service contracts may be with purchaser of the DoD system or a third party that provides 

services

-- Transfers of DoD property

--- May convey title in fee simple or less

--- Must use competitive procedures

--- Must receive fair market value

--- Must demonstrate a long term economic benefit and long term cost reduction
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