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Introduction

Government contractors operating in the federal marketplace are required not only to deliver products
and services, but also to support the broader policy objective of promoting small business participation
in federal contracting.

Through statutory and regulatory requirements, the federal government seeks to ensure that small
businesses, including those in designated socioeconomic categories, are provided meaningful
opportunities to participate in subcontracting activities. The Small Business Program is the mechanism
through which contractors demonstrate compliance with these requirements.

Unlike many compliance obligations that are evaluated through a single audit event, Small Business
Programs are continuously assessed through subcontracting reports, contracting officer oversight,
prime contractor reviews, and, in some cases, agency-level program evaluations.

This guidebook provides government contractors that are subject to the requirement of FAR 52.219-9,
with a practical framework for understanding how Small Business Programs are structured, how
compliance is evaluated, and how organizations can build disciplined programs capable of withstanding
regulatory scrutiny.

The Role of the Small
Business Program

RolesfSB Program

The Small Business Program exists to ensure
that Other Than Small Business Contractors:
e Provide maximum practicable
opportunity for small businesses
e Actively identify and engage qualified
small business suppliers
e Track and report subcontracting
performance
e Maintain documentation demonstrating
good faith effort

e While many large business contractors view the
e, program primarily as a reporting requirement, the
government evaluates it as an operational
. system.

| A compliant Small Business Program is not
3 sk AR defined by submitted reports, it is defined by: The
Strengthening the Economic and Capabilities Base contractor’s ability to demonstrate, through
of the Defense Industry documented procurement actions, that small
; businesses were meaningfully considered and

utilized where appropriate.

Page 2 of 8



Regulatory Foundation

Small Business Program requirements are rooted in the Federal Acquisition Regulation.
Key regulatory drivers include:

o FAR 52.219-8 Utilization of Small Business Concerns

e FAR 52.219-9 Small Business Subcontracting Plan

These provisions establish the requirement for contractors to:
« Provide opportunities to small businesses
o Establish subcontracting plans when applicable
« Demonstrate good faith effort
e Maintain supporting documentation

Why Small Business : ;
Programs Fail Why Small Business Programs Fail

Many contractors believe their Small Reports submitted on time don't reveal deeper structural issues.
Business Program is compliant because
reports are submitted on time. However, : e
most program deficiencies arise from § ' _— ¥ E No Procurement Planning

for Small Business

deeper structural issues.

ag Untrained Buyers

gy

Common failure points include:

e Small business considerations
are not integrated into
procurement planning " 4 - X =

e Buyers are not trained on small '
business requirements

« No documentation exists LN ' (G sepcontractog Goals
€

Mo Decumentation
of SB Consideration

showing small businesses were reedri e
considered _ A

e Subcontracting goals are _ - K L Y] Weak Oversight
tracked, but not actively p: o ;

managed
e Oversight mechanisms are weak
or non-existent

As a result, programs may appear
compliant on the surface, while lacking
the operational discipline required to
withstand scrutiny.
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Understanding How Compliant Programs Function

To better understand how effective Small Business Programs operate in practice, it is helpful to view
the program as an integrated system rather than a collection of individual requirements.

The following model illustrates how the core elements of a compliant Small Business Program function

together to produce defensible procurement decisions and audit-ready documentation.

Small Business Program Survival Map™
How Compliant Programs Actually Function

+ Goal Performance Tracking

@ + Internal Audits
" » Corrective Actions
/ + Management Review
GOVERNANCE PROGRAM STRUCTURE EXECUTION DOCUMENTATION REPORTING
I? = I ||
7 ) o 0. y o, bz

. MONITORING & OVERS|IGHT + Procurment File Reviews

GOVERNANCE PROGRAM STRUCTURE EXECUTION DOCUMENTATION REPORTING
+ SBLO Designation « Integrated Procedures » Market Research « SB Consideration + ISR Submissions
* Executive Oversight * Buyer Training * Soliciting SBs * Source Selection Rationale  + SSR Submissions
* Program Policy * Source Identifcation = Competitive Inclusion « If Not, Why Not + Goal Tracking
+ Authority to Influence * Subcontracting Plan Triggers » Supplier Development Justifications + Data Accuracy

Procurement

WHERE SMALL BUSINESS PROGRAMS FAIL WHAT A COMPLIANT PROGRAM PRODUCES

A Execution Gap—Small businesses are not actually being considered @ Defensible Procurement Fiies

@ Demonstrated SB Participation

A Documentation Gap—Actions are taken but not recorded
@ Achiovable Subcontracting Goals

A Oversight Gap—No one verifies the program is working

@ Audit-Ready Documentation

A compliant Small Business Program is not defined by reports—it is defined by documented decisions. $ GOVCO“
’—ADVISORV GROUP —

Small Business Program Survival Map™ - A system-based view of how compliant programs operate

The GovCon Compliance System™
Applied to Small Business Programs

As with purchasing systems, effective Small Business Programs operate as structured systems. The
GovCon Compliance System™ provides a framework for aligning the elements required for program
integrity:
1. Policies
Procedures
Documentation
Decision Logic
System Alignment
Governance

ok wnN
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When these elements operate together, the program produces its most important output:

Defensible procurement records demonstrating small business consideration and participation.

Core Elements of a Compliant Small Business Program

Core Elements of a Compliant
Small Business Program

What Government Contractors Must Build to Maintain Program Compliance

PROGRAM _ PROGRAM
GOVERNANCE STRUCTURE
« SBLO Designation ’ \ & INTEGRATION
- Executive Awareness « Embedded Procedures

+ Buyer Training
+ Small Business Sources

« Procurement Authority

= Corporate Alignment

@ I COMPLIANT
- SMALL BUSINESS

REPORTING & \
DOCUMENTATION

= ISR/ SSR Reporting
« Documentation

- Subcontracting Plans

-'@

REGULATORY
COMPLIANCE

» FAR Compliance
+ Clause Flowdowns

Subcontractlng Goals
- SB Certification

PROGRAM

« Decision Records
- Data Accuracy

MONITORING & PROGRAM
OVERSIGHT EXECUTION
+ Internal Reviews + Small Business Saclicitation
« Performance Tracking « Market Research
+ Corrective Actions « Competitive Inclusion

- Supplier Development
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A compliant Small Business Program is not defined by reports—it is defined

3. Regulatory Compliance

1. Program Governance

A compliant program begins with clear
ownership and accountability. Contractors
subject to an applicable subcontracting plan
must identify an individual responsible for
administering the subcontracting program. This
individual is commonly designated as the Small
Business Liaison Officer (SBLO).

SBLO effective governance includes:

e Defined SBLO responsibilities

e Executive awareness and support

e Authority to influence procurement practices
e Alignment with corporate objectives

2. Program Structure and Integration

Small Business Programs must be embedded
within procurement processes.

This includes:

e Integration into acquisition Planning
e Supplier identification processes

e Buyer Training

e Subcontracting plan triggers

Contractors must ensure compliance with applicable FAR requirements.

This includes:

. Subcontracting plan implementation
J Clause flowdowns

o Certification verification

o Supporting documentation
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4. Program Execution
Execution represents the day-to-day operation of the program.

A critical concept in execution is: If small businesses are not used, the contractor must be able
to explain why.

5. Monitoring and Oversight
Oversight ensures the program is functioning as intended.

Effective monitoring includes:
¢ Reviewing procurement files for small business participation
e Tracking subcontracting performance against goals
¢ Identifying underperforming programs
e Conducting internal reviews

Programs without oversight often fail despite having strong policies.

6. Reporting and Documentation
Reporting is the visible output of the program — but documentation is the proof.

Contractors must ensure:
e Accurate and timely ISR and SSR submissions
e Documentation supporting reported data
e Records of outreach and supplier engagement

The Importance of Documentation

At the center of every Small Business Program is documentation. Procurement files must demonstrate:
e Small businesses were considered
e Opportunities were provided when appropriate
¢ Decisions were documented and justified

Without documentation, contractors cannot demonstrate compliance, regardless of actual intent.

If It Is Not Documented,

It Did NOT Happen
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What Auditors and Contracting

- WHAT AUDITORS AND
Officers Look For CONTRACTING OFFICERS LOOK
FOR

While the evaluation process may appear
complex, it ultimately comes down to three
fundamental questions:

iewers are typically

i /a z iness : : ; . \

1. Was small business participation S T r-@ |

R . ' /  participation considered? =] l |
meaningfully considered? -g

Auditors expect to see evidence that small

businesses were identified, evaluated, and given > —
appropriate Opportunity to Compete. { ¢ Can the contractor ; @.' \
. < __- 5 B :

prove it?
2. Can the contractor prove it? : — e
The procurement file must clearly document the

actions taken. Without supporting documentation, F\ Is the program actively ﬁB@ \‘E
compliance cannot be demonstrated—regardless D ) managed? N
of intent. .

3. Is the program actively managed?
Reviewers look for evidence that the program is
monitored, measured, and continuously improved
through oversight and corrective action.

It is important to note that Auditors do not evaluate intentions - they evaluate evidence.

A compliant Small Business Program is not defined by policies or reports alone, but by the contractor’s
ability to demonstrate, through documented procurement actions, that small business participation is
consistently considered, executed, and managed.

Strengthening Your
Small Business Program

A compliant Small Business Program

is not defined by reports— Organizations seeking to improve their programs

should focus on:

e Integrating small business requirements into
procurement workflows
Training procurement personnel
Standardizing documentation practices
Implementing monitoring mechanisms

Aligning program goals with actual
J“st Repﬂrts Documented DECiSiOnS procu rement activity

The objective is CONSISTENCY.
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How GovCon Advisory Group Can Help

GovCon Advisory Group provides specialized advisory services to government contractors seeking to
strengthen Small Business Programs. These services include:

Small Business Program Assessments
Subcontracting Plan Compliance Reviews
Procurement File Reviews

Program Design and Implementation

Training for Procurement and Contracting Personnel

A compliant Small Business Program is not defined by reports—it is defined by execution.
Organizations that maintain a successful Small Business Program treat the program as an integrated
system of procurement practices, documentation, and oversight.

By building disciplined Small Business Programs, contractors not only meet regulatory expectations,
but also strengthen supplier networks and improve overall program performance.

Concerned About Your Small Business Program?

Take the Small Business Program Diagnostic
https://govconadvisorygroup.com/free-diagnostic-tools

Need a deeper review?

Talk with GovCon Advisory Group about a Small Business Program Assessment.
https://govconadvisorygroup.com/free-diagnostic-tools/ola/services/talk-with-a-govcon-compliance-

expert
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Contact
tim@govconadvisorygroup.com

This guidebook is provided for informational purposes only and does not constitute legal advice or a formal compliance determination.
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