March 26, 2010
The President
The White House
Washington, DC 20500
Dear Mr. President:
The undersigned organizations are deeply concerned that an impending redefinition of the term
“inherently governmental” activities will have a serious and negative impact on taxpayers and
private sector jobs, including those in small business. We are also alarmed by a movement toward
“in-sourcing” that is expanding the size and cost of government at the expense of America’s
taxpayers and entrepreneurs.
Over a year has passed since the March 4, 2009 publication of a White House memoranda on
government contracting. That memo set a September 30, 2009 deadline to “clarify when
governmental outsourcing for services is and is not appropriate”.
In recent weeks, you have reiterated your strong belief in the free market. However, we are
concerned that in-sourcing and government operation of previously free market activities,
including ownership of automakers, financial institutions and student loans, defies free market
principles. Numerous defense and civilian agencies have in-sourced thousands of positions once
satisfied by private contractor companies and their private sector employees. This shift to
government performance of commercial activities not only hinders the private sector, but places
additional costs to taxpayers during a lengthened period of steep decline in the nation's economy, a
staggering national debt (approaching $13 trillion), and a high national unemployment rate
(anchoring near 10%). Based on Bureau of Labor Statistics data, the economy shed over 4 million
private sector jobs while adding over 109,000 Federal jobs during 2009. In addition, Senator Bayh
of Indiana recently commented on the failure of the government to create jobs in the private sector
within the previous six months. Uncertainty as to which sector of the economy is next subject to a
government takeover or threatened by unfair competition from a government entity is casting a pall
over private investment needed for economic recovery. This unprecedented government intrusion
and competition in the private market is having a detrimental effect on capital investment and jobs
creation.
Every Congressionally-chartered White House Conference on Small Business has made unfair
government competition with small business a top issue. Concern for government competing with
the private sector has been a serious concern for small business for decades. According to
inventories compiled under the Federal Activities Inventory Reform (FAIR) Act, beginning under
the Clinton Administration in 1999, there are still more than 850,000 Federal employees engaged
in activities which are commercial in nature. Subjecting these positions to established publicprivate comparisons can save more than $28 billion annually over the next 5 years. We are
concerned that in-sourcing is occurring without such public-private comparisons or cost analysis.
In fact, a recent Air Force in-sourcing effort was reversed when a court challenge was filed noting
that no standards for cost analysis were utilized.
The term inherently governmental is currently defined by statute (112 STAT. 2382, Public Law
105-270) and we believe can only be changed by legislation. As the Administration proposes a
redefinition of inherently governmental activities and functions for consideration by Congress, we
respectfully urge you to avoid language that (1) permits in-sourcing without regard for the impact
of such actions on taxpayers or private companies, including small business, (2) puts the Federal
government in unfair government competition with the private sector, or (3) protects government
monopolies and denies taxpayers fair and equitable assessments of savings, or that shifts jobs from
the private sector to the government.
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Sincerely,
Brian M. Johnson
Executive Director
Alliance for Worker Freedom

William Wilson
President
Americans for Limited Government

Grover Norquist
President
Americans for Tax Reform

John M. Palatiello
President
Business Coalition for Fair Competition

Mark A. Casso, Esq.
President
Construction Industry Round Table

Laurence Bory
Vice Chairman
Design Professionals Coalition
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Mario H. Lopez
President
Hispanic Leadership Fund

Jeff Lovin, PS, CP
President
Management Association for Private Photogrammetric Surveyors

John D. Matonich, P.S.
President
National Society of Professional Surveyors

Pete Sepp
Vice President
National Taxpayers Union

David Y. Denholm
President
Public Service Research Foundation

Leonard Gilroy
Director of Government Reform
Reason Foundation

Lisa Miller
Tea Party WDC
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