Update on Secretary of War Hegseth's Remarks on the 8(a) Contracting Program
Members,
I hope this email finds you well. As some of you are involved in government contracting through the Small Business Administration's 8(a) program, I wanted to provide a timely summary of recent remarks made by Secretary of War Pete Hegseth on January 16-17, 2026. These comments signal potential changes that could impact your ongoing and future contracts with the Department of War (formerly the Department of Defense). Below, I'll outline the key points from the transcript and discuss what this might mean for your businesses. The full transcript is available at https://www.govconintelligence.com/p/transcript-secretary-of-war-hegseth for those who wish to review it in detail.
Summary of the Transcript
Secretary Hegseth's remarks focused on fulfilling promises to eliminate waste, fraud, abuse, and non-merit-based Diversity, Equity, and Inclusion (DEI) programs within the Department of War. He described the 8(a) program—designed to assist small disadvantaged businesses—as having evolved into a "swamp code word for DEI" and race-based contracting, often serving as a breeding ground for fraud.
Key highlights include:
· Criticism of the Program's Implementation: Hegseth noted that many 8(a) firms act as intermediaries, taking fees (10-50%) and passing contracts to large consulting firms ("Beltway Bandits") without performing the work themselves. He cited recent exposures of fraud by the Department of Justice (half a billion dollars) and Treasury (quarter billion, with more investigations ongoing).
· Scale of Involvement: The Department of War issues approximately $100 million in sole-source contracts to 8(a) firms daily and is required by law to allocate nearly $100 billion annually to small businesses, including 8(a) participants. The Department handles 10 times more 8(a) spending than any other agency.
· Immediate Actions Announced: Effective immediately, Hegseth ordered a "line-by-line" review of every small-business sole-source 8(a) contract over $20 million, with plans to examine smaller ones as well. This review is a two-stage process:
1. Eliminate contracts that do not directly enhance the military's lethality (i.e., those deemed wasteful or unrelated to core defense priorities).
2. End "pass-through schemes" by ensuring that 8(a) firms are the ones actually performing the work, not funneling it to larger entities.
· Broader Goals: The initiative is part of a larger effort to reform the acquisition ecosystem, redirecting funds to America First priorities and building a defense industrial base with businesses (large and small) that prioritize mission lethality over DEI agendas or fraud. Hegseth emphasized that this is not intended to harm legitimate small businesses but to root out corruption.
Potential Implications for Your 8(a) Contracts
These announcements could have significant ripple effects for members participating in 8(a) contracts, particularly those with the Department of War. Here's what to consider:
· Increased Scrutiny and Reviews: If your firm holds sole-source 8(a) contracts valued at $20 million or more, expect a detailed audit. Smaller contracts may also face examination. This could lead to delays in payments, renewals, or approvals as the Department conducts its line-by-line assessments.
· Risk of Cancellation or Modification: Contracts not aligned with "lethality" goals—meaning they must demonstrably contribute to building a more effective fighting force—may be terminated. Additionally, any arrangements involving significant subcontracting to larger firms could be flagged as pass-through schemes and disallowed.
· Opportunities for Compliant Businesses: For firms that genuinely perform the work and align with defense priorities, this could open doors. The emphasis on merit-based, mission-focused contracting might favor innovative small businesses that enhance military capabilities without relying on intermediaries.
· Broader Investigations: With involvement from Justice, Treasury, and the SBA, expect heightened fraud detection across federal agencies. If your operations involve any fee-based pass-throughs, now is the time to review and ensure compliance to avoid penalties.
· Strategic Recommendations:  If you're concerned about specific contracts, consider consulting legal experts in government contracting. 
The PSDSRA Strategic Affairs Committee is monitoring developments closely and will provide updates as more details emerge from the reviews.
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