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Introduction
The bottom-line is simple: reverse auctions work for small businesses by helping them successfully compete and win 
federal contracts. Each day, thousands of small businesses across the country are taking advantage of the opportunity 
to compete on an equal footing with the largest government contractors and win federal contracts through competitive 
bidding. Thus, the FedBid online marketplace is helping small firms generate income, jobs and opportunities in their local 
communities. All of this strengthens these dynamic companies that are the heartbeat of the American economy.

Background

In 2013, the Reverse Auction Research Center released the findings of its initial research into small business participation 
in federal contracting through reverse auctions. In these two white papers (The Small Business Advantage: How 
Entrepreneurial Firms are Bidding for Success with the Federal Government and Doing Well by Doing Good: Encouraging 
Supplier Diversity While Saving Procurement Dollars Through Reverse Auctioning), the author and the center’s founder 
and director, Dr. David C. Wyld, summarized the success small businesses achieved through FY2012 in contracting with 
federal agencies by competing on reverse auction-based acquisitions on FedBid’s marketplace—an online, full-service 
marketplace with more than 83,000 registered suppliers. As stated by Dr. Wyld in the conclusion of the first report: “The 
competitive bidding environment within FedBid’s online reverse auction marketplace creates the ultimate level playing 
field for small companies to aggressively compete for taxpayer dollars.” With the success of small businesses across 
the board in not just competing, but winning contracts in open competitions, Dr. Wyld went on to observe that: “The 
federal government is demonstrating that organizations can ‘do well and do good’ through procurement—providing 
small businesses with access to business opportunities while ensuring their buyers get the very best value for the 
products and/or services being acquired. Competing procurements through FedBid has enabled agencies to support 
competitively-focused small businesses, helping to make for not just a larger and healthier supply base, but creating jobs 
and opportunities in the process.”

Now, three years after the release of the findings regarding the first round of research into small business contracting with 
the federal government through reverse auctions, Dr. Wyld has updated his research. While the first round of research 
looked at the five-year span between FY2008 – FY2012, the current research examines the results of competitive bidding 
conducted on FedBid’s online marketplace in FY2015 and how it compares to FY2011. The findings of this research are 
the focus of this white paper.

The Dynamics of Reverse Auctions for Small Business: 
Evidence from Federal Acquisitions 
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Findings

In examining the data comparing FY2011 and FY2015, we will first look at the dollar volume of awards and then examine 
the number of awards. In both cases, we will see how small businesses in general and specific categories of small 
business, in particular, have succeeded in a time of change and decline in contract spending by the federal government.

Impact on Small Businesses

As can be seen in Figure 1 (Dollar Volume of Awards on FedBid: FY2015 vs. FY2011), the overall dollar volume of federal 
awards made through FedBid was lower in FY2015 compared to FY2011, which can be attributed to several intervening 
factors, including the effects of the federal government’s budget sequestration actions. In FY2011, $1.23 billion in award 
volume was made on FedBid, compared to $1.14 billion in FY2015. In turn, the cumulative spend awarded on FedBid 
garnered by small businesses fell slightly, from approximately $990 million in FY2011 to $903 million in FY2015. 

Figure 1: Dollar Volume of Awards on FedBid: FY2015 vs. FY2011
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As seen in Table 1: Dollar Volume of Small Business Awards on FedBid: Five-Year Comparison, FY2011 vs. FY2015, 
there was a slightly higher decline in the award volume in the small business category (-8.75%) than in the aggregate 
(-7.16%). However, an examination into the overall numbers shows how certain subcategories of small businesses—
those owned by women, those located in Historically Underutilized Business Zones (HUBZones) and those that are 8(a) 
certified—have actually seen far greater participation and success in federal contracting in the comparison between 
FY2011 and FY2015 when competing on FedBid.
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Table 1: Dollar Volume of Small Business, WOSB, HUBZone and 8(a) Awards on FedBid: Five-Year Analysis, 
FY2011 – FY2015

Category FY2011 FY2015
CAGR (Cumulative 

Annual Growth 
Rate)

(CGR) Cumulative 
Growth Rate From 

FY2011

Total Dollar Volume of 
Awards $1,228,204,361 $1,140,318,550 -1.47% -7.16%

Total Dollar Volume of 
Small Business Awards $989,946,038 $903,345,437 -1.81% -8.75%

Dollar Volume of Woman-
Owned Small Business 
Awards

$21,069,239 $183,978,314 54.25% 773.21%

Dollar Volume of 
HUBZone Small Business 
Awards

$59,253,041 $97,747,089 10.53% 64.97%

Dollar Volume of 8(a) 
Awards $45,764,927 $85,683,020 13.36% 87.22%

Figure 2: Number of Awards on FedBid: FY2015 vs. FY2011, analyzes the year-to-year comparison in terms of the 
overall number of contract awards made by agencies on FedBid. In contrast to the slight decline in the amount of federal 
contracting dollars awarded through competitive bidding, the number of individual contract awards increased overall. In 
fact, the number of awards grew by just over 15 percent when comparing FY2011 and FY2015, which translates into a 
compound annual growth rate (CAGR) of 2.86 percent. Additionally, the growth rate of small businesses was higher than 
that of businesses overall. In fact, small business awards grew 21.93 percent, producing a CAGR of more than 4 percent.

Figure 2: Number of Federal Awards on FedBid: FY2015 vs. FY2011
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Figure 3: Average Award Sizes: FY2011 vs. FY2015
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As one can see from the federal award data shown in Figure 3: Average Award Sizes: FY2011 vs. FY2015, the average 
award size decreased significantly when comparing the two fiscal years. Looking at all federal awards made on FedBid 
in FY2011, the average award size was $63,296. By FY2015, this average award size decreased to $51,032. This 
represents a decline of 19.4 percent in the average award.

This abatement in award size is actually good news from a small business perspective. Research shows that when the 
dollar amount of award size decreases, it increases opportunities for small businesses to compete for those contract 
awards.1 For small business awards in particular, the decline in the average award size was greater, declining by 25.2 
percent. In FY2011, the average contract size awarded to a small business was $60,778. However, by FY2015, the 
average volume had decreased to $45,486. 

This demonstrates the enabling ability FedBid’s marketplace provides for small businesses in contributing to their success 
in winning federal contracts through the competitive bidding process. This can be seen in the following comparison of 
the growth of small business’ share of the dollar amount of awards versus that of the number of awards won by small 
firms. As shown in Figure 4 (Small Business Percentage of Awarded Dollars: FY2011 vs. FY2015), in FY2011 small 
businesses won 80.6 percent of all awarded dollars on FedBid. Looking at FY2015, the small business share remains 
consistent at 79.2 percent. However, this stands at more than three times the government-wide small business dollar 
award percentage in FY2015, which was 25.75 percent of all contracting dollars, according to the FY2015 Small Business 
Procurement Scorecard Overview from the U.S. Small Business Administration (SBA). 

Further, significant growth can be found when comparing the percentage of the number of contract awards won by 
small businesses in FY2011, which, as shown in Figure 5: Small Business Percentage of Number of Awards: FY2011 
vs FY2015, was 83.6 percent. In 2015, this small business share on FedBid had grown to 88.9 percent. These growth 
numbers are summarized in Figure 6: Comparison in Number of Federal Awards: FY2011 vs. FY2015. 

1. Characteristics of Recent Small Business Contracting, U.S. Small Business Administration Office of Advocacy, May 2012 (pg. 7)



© 2016 The Reverse Auction Research Center. All Rights Reserved.  |  www.ReverseAuctionResearch.com

8

Evidence from Federal Acquisitions

It is also important to note that in the comparison, the number of individual small firms winning contracts on FedBid also 
increased by more than 13 percent [See Figure 7 (Comparison in Number of Unique Firms Receiving Awards: FY2011 
vs FY2015)]. These are points worth reiterating because while it is true that overall award volume for small businesses 
declined when comparing FY2011 to FY2015, what is notable is that the number of awards to small businesses actually 
increased, along with the number of small businesses winning those contract awards. These factors, along with the 
decrease in the average award size, point to the success enabling impact of FedBid’s marketplace. Despite their being 
fewer contract dollars available, more small businesses won more contracts on FedBid, even while competing against 
their larger business counterparts. 

Figure 4: Small Business Percentage of Awarded Dollars: FY2011 vs. FY2015
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Figure 5: Small Business Percentage of Number of Awards: FY2011 vs. FY2015
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Figure 6: Comparison in Number of Federal Awards: FY2011 vs. FY2015

Figure 7: Comparison in Number of Unique Firms Receiving Awards: FY2011 vs. FY2015
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Impact on Specific Categories of Small Businesses

As was previously shown in Figure 1 (Dollar Volume of Awards: FY2015 vs. FY2011), in the aggregate, small businesses 
secured more than $900 million dollars through federal award opportunities competed on FedBid in FY2015, representing 
approximately four out of every five dollars expended by agencies on these awards (with the total amount standing at 
$1.14 billion).  

In drilling down on the comparison between FY2011 and FY2015, the growth in the number and dollar volume of awards 
to specific categories of small businesses was positive. The three categories of small business that saw the largest 
growth were Women-Owned (WOSB), HUBZone and 8(a) certified small businesses. Figure 8: Small Business Awards 
for FY2015 shows the dollar amount that these categories of small businesses were awarded in FY2015. Likewise, 
Figure 9: Number of Small Business Awards for FY2015 shows the number of awards won by these categories of small 
businesses.

Figure 8: Small Business Awards on FedBid for FY2015
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Figure 9: Number of Small Business Awards on FedBid for FY2015
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The growth in number of awards earned by WOSB, HUBZone and 8(a) small businesses between FY2011 and FY2015 
is summarized in Table 2: Numbers of Awards on FedBid by Small Business Category: Five-Year Analysis, FY2011 – 
FY2015 and the statistics for each category are graphically shown in Figures 10 – 12:

• Figure 10: Number of Woman-Owned Small Business Awards on FedBid: Five-Year Trend - FY2011 vs. FY2015;
• Figure 11: Number of HUBZone Small Business Awards on FedBid: Five-Year Trend - FY2011 vs. FY2015; and 
• Figure 12: Number of 8(a) Small Business Awards on FedBid: Five-Year Trend - FY2011 vs. FY2015.

Table 2: Numbers of Awards on FedBid by Small Business Category: Five-Year Analysis, FY2011 – FY2015

Category FY2011 FY2015
CAGR (Cumulative 

Annual Growth 
Rate)

(CGR) Cumulative 
Growth Rate From 

FY2011

Total Number of Awards 19,404 22,345 2.86% 15.16%

Total Number of Small 
Business Awards 16,288 19,860 4.05% 21.93%

Woman-Owned Small 
Business Awards 530 4,266 51.76% 704.91%

HUBZone Small Business 
Awards 871 1,449 10.72% 66.36%

8(a) Awards 824 1,071 5.38% 29.98%

While the HUBZone and 8(a) classifications have been in place for many years, the WOSB category is a relatively new  
addition to federal contracting. The enormous growth in WOSB awards was greatly impacted by the efforts of government  
organizations, including the SBA, to facilitate more opportunities for Women-Owned firms. The SBA’s WOSB Federal 
Contract Program was implemented in 2011, and greatly expanded in 2015 to include 113 new industries in which eligible 
contracts can be set-aside for WOSBs. Since the launch of the program, not only has the government gotten closer to 
achieving their WOSB utilization goal, but WOSBs have been more successful in federal contracting than ever before.
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“The launch of the WOSB Federal Contracting Program in 2011 was a strong step to creating more opportunities for 
Women-Owned firms who had long been underrepresented in the federal market,” said FedBid CEO Joe Jordan, who 
led the implementation of the WOSB program at SBA when he served as the agency’s Associate Administrator for 
Government Contracting and Business Development. “The WOSB program provided contracting officers across the 
federal government a tool that gave them a direct path to high quality Women-Owned firms when they are looking to 
award contracts. It’s certainly a primary reason we saw achievement of the 5 percent goal last year and the expansion of 
this program will only mean more opportunities for WOSBs in the years ahead.”  

Figure 10: Number of Woman-Owned Small Business Awards on FedBid: Five-Year Trend – FY2011 vs. FY2015
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Figure 11: Number of HUBZone Small Business Awards on FedBid: Five-Year Trend - FY2011 vs. FY2015
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Figure 12: Number of 8(a) Small Business Awards on FedBid:  Five-Year Trend - FY2011 vs. FY2015

Conclusion

In the end, this comparison of FY2011 and FY2015 results from federal agency contract awards made on FedBid 
demonstrates the enabling effect reverse auctions can have for small business success. Thousands of small 
businesses—including, as we’ve discussed here, many owned by women, and those located in economically or  
socially-disadvantaged areas—have seen significant growth in their success in winning federal contracting dollars. 
Despite a lower award volume in FY2015 compared to FY2011, small businesses overall saw positive growth, both  
in the total number of awards received and in the number of unique small businesses who were winning these contracts. 
Their ability to do so successfully, however, is dependent on having a level playing field with both large and small 
competitors—something that reverse auctions provide. In turn, all of the stakeholders of these entrepreneurial firms—
including their employees, their owners, their families and their communities—benefit from seeing these small firms thrive 
and create jobs due to the growth fueled by federal contracting dollars they earn. At the same time, government agencies 
benefit from the use of reverse auctions to ensure they are getting the best bang for their budgetary dollars, while also 
providing an effective vehicle for increasing supplier diversity and gaining process efficiencies that save time, as well 
as ensuring successful and regulatory-compliant results. Finally, the taxpayer benefits from competitive bidding through 
reverse auctions come in the form of increased government efficiency in the procurement process and the spending of 
budgetary dollars, but also in the fact that they provide more small businesses the opportunity to successfully compete 
and win federal contracts, fueling their growth and job creation in local communities. As such, agency leaders should 
be heartened by the results garnered to date through the use of competitive bidding as part of their overall acquisition 
strategies, and should strongly encourage greater use of reverse auctions, including FedBid’s online marketplace, to 
advance not just their savings, efficiency and small business utilization goals, but small businesses and the country as a 
whole.
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Commentary From FedBid CEO Joe Jordan:

In any discussion about the impact reverse auctions can have in providing greater opportunity for small businesses, the 
compelling result of leveling the playing field is significant. When compared to larger firms, small businesses do in fact 
face limited resources which they can devote to breaking into the complex market that is federal procurement. Reverse 
auctions are an equalizer on that front, in multiple ways—from ease of use and awareness of contracting opportunities to 
allowing bids from a small business to be considered on their merits, side-by-side with those of their competitors.

As a result, reverse auctions do provide a critical gateway to small businesses looking to be successful in the federal 
contracting marketplace. As this analysis points out, even when faced with a decrease in the amount of federal contract 
dollars available, the number of awards going to small businesses did increase, as did the number of individual small 
businesses winning those awards. 

Additionally, backing the findings of this research, FedBid’s own analysis has shown that even when contracts are not 
set-aside for a small business award, small businesses are still winning. Looking at the period from FY2012 to FY2015, 
while only 60 percent of the contracts awarded through FedBid were set-aside for small businesses by federal agency 
Buyers, small businesses won 85 percent of the total contracts awarded. This analysis again points to the fact that the 
level playing field provided by a reverse auction enables small businesses to compete against their larger counterparts 
and win. 

At FedBid, the growth we continue to see in our Seller community—now topping more than 83,000 companies—is being 
fueled by small businesses that see the results of increased access and competitive opportunity, and because of that 
view, reverse auctions have become an increasingly-effective tool to help them achieve their goals for growing their 
businesses, and just as importantly, creating good paying jobs as they do.

Joe Jordan
CEO
FedBid, Inc.
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FedBid is a leader in driving innovation, competition and efficiency in how government 
agencies, private companies and other organization purchase the goods and services 
they need. FedBid’s open, online reverse auction marketplace combines patented 
technology with hands-on sourcing and other services to help buyers achieve their goals 
for cost and time savings, while also tapping into a robust community of small business 
Sellers.

Since 2001, FedBid has grown to serve more than 16,000 Buyers in over 75 different 
government agencies, educational institutions, not-for-profits and private companies. 
Today, these Buyers have access to a community of more than 83,000 quality Sellers – 
the vast majority of whom are small businesses.

On FedBid’s marketplace, Buyers leverage a proven, innovative and dynamic 
e-purchasing platform, coupled with support from experts in sourcing, quality assurance, 
buy management and other aspect of procurement processes. Buyers also gain the 
benefit of a transparent and compliant purchasing process that is fully documented for 
audit and oversight purposes. 

Sellers competing on FedBid gain access to thousands of government and private sector 
contracting opportunities each year. FedBid’s patented reverse auction technology 
ensures they are competing on a level playing field, no matter what their size. 

Since 2001, more than $10 billion in contract volume has been awarded to Sellers on 
FedBid, with a calculated savings to the purchasing organization of over $1 billion based 
on the difference between the expected market price and the actual price paid. 

 
For more information, visit FedBid at www.FedBid.com.

The Reverse Auction Research Center, founded in 2010, was created to stimulate 
research on the use of reverse auctions in procurement, both in the private and public 
sectors. Since the founding of the center, the institution has become a catalyst for 
reporting research findings and has served as a hub for news and resources on the use 
of reverse auctions.

The Center is under the direction of Dr. David C. Wyld, who is the C.E Laborde Professor 
of Management at Southeastern Louisiana University. Dr Wyld is one of the world’s 
leading experts on reverse auctions, and under his leadership, the Center has produced 
findings that have been reported in major news stories, cited in academic journal 
articles, and served as a foundation for corporate and governmental entities to guide 
their decision-making on reverse auctions as part of their acquisition strategies. Dr. Wyld 
continues to lead the Center in exploring new applications of the reverse auction model 
beyond the procurement of commodities and simple services, with new efforts underway 
in the fields of energy and telecommunication resource allocations.
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