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April 28, 1999
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MEMORANDUM
TO:

Designated Agency Ethics Officials

FROM:

Stephen D. Potts
Director

SUBJECT:

Ethical Challenges of PrivatizatJon and Pa�tnering

The Clinton Administration's efforts to "reinvent n Government
have led to a surge in the privatization of Federal functions over
the past six years.
Variously termed partnering, out-sourcing,
contracting out; downsizing, devolution,· cooperative agreements,
integrated process teams or other similar descriptions, the common
characteristic entails transfer of· a Government function to the
private sector.
Both- the privatization process itself and any
resulting arrangements which involve interactive partnering between
Government employees and the private sector work force raise
·challenging ethical considerations for executive branch employees
and ethics officials.
,

The purpose of this memorandum is to remind ethics officials,
who in turn should c·ounsel employees, about our legal obligations
under those existing ethics principles, which still remain a
viable,
controlling framework for official involvement in
transferring Government functions to the private sector and in any
resu'iting Government-private interactive work performance.
THE PRIVATIZATION PROCESS

The Off ice of Government Ethics {OGE) has previously addressed
the types of legal issues that typically arise during the process
of privatizing. See OGE informal advisory memorandum 95 x 10,
originally printed as an article .in the Government Ethics Newsgram
(Summer 1995, vol. 12, no. 2, pp. 1-3), entitled "Privatization
The issues examined therein
Issues Affeet Federal Employees. "
concerned the potential for conflict under 18 U.S.C. § 208 when
employees involved in the devolution process have a financial
interest because their jobs might be eliminated and transferred to
the private sector, or·because they are part of an Employee Stock
Ownership Plan (ESOP) that seeks to perform the privatized
function, or because they ·are negotiating or have an arrangement
with an outside entity to perform the privatized function.
Additionally, that opinion addressed restrictions under 18 U.S.C.
§ 203 and§ 205 on representational activities to the Government on

