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An Overview of Small and 
Disadvantaged Business 
Contracting- 
by Paul J. Seidman 

he federal government purchased a 
T n o m e n a l  8170.1 billion in goods and ser- 
vices from both large and small businesses 
during fiscal year 1983 (M 83). Of this amount, 
small business contractors received $29 billion 
in prime contracts and $20 billion in subcon- 
tracts, for a tobl of !?A9 billion, or 28 percent 
of the total federal contract dollars. Although 
the small business share of federal procure- 
ment dollars is less than the small business 
share of gross national product (28 percent vs. 
38 percent), the amounts involved are still 
considerable. ' 

Federal contract work provides an impor- 
tant and continuing source of business for many 
small contractors, particuIarly new firms in 
high-technology areas. While the myriad rules 
and regulations governing the procurement 
process are often baffling in their complexity, 
many small firms find government work to be 
financially rewarding. 

Most small businesses find it difficult, how- 
ever, to participate in the federal procurement 
process. The fact is that most federal contract- 
ing dollars are awarded on a noncompetitive 
basis.2 Although ready, willing, and able to 
perform government work at lower prices,. 

small businesses have been repeatedly dis- 
couraged by contracting officiaIs who find it 
easier to deal with larger Small busi- 
nesses also find it difficult to deal with the 
paper work and other requirements peculiar 
to contracting with Uncle Sam. 

To realize the strategic benefits of small 
business participation in the defense indus- 
trial base, the declared policy of Congress, as 
stated in the Small Business Act, is to "aid, 
counsel, assist, and protect . . . the interests 
of small business concerns" and "insure that 
a fair proportion of the total purchases and 
contracts or subcontracts . . . be placed with 
small business enterpri~es."~ To achieve this 
objective, certain advantages have been given 
to small businesses and to small businesses 
owned by disadvantaged persons in the pro- 
curement process. These benefits will Se dis- 
cussed in detail below, following a discussion 
of what a small business is. 

What is a Small Business? 

A "small business concern" is defined by 
the Small Business Act as "one which is inde- 
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