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ABSTRACT

Each year over one hundred billion dollars is spent by
the federal government to acquire needed goods and services.
Of those funds the largest quarterly amount obligated occurs
during the last quarter of the fiscal year. This thesis
addresses the gquestion of what the Department of Defense con-
tracting officer can do within existing guidelines to facili-
tate the acquisition of needed items and services at the end
of the year. This thesis analyzes year end spending at
selected commands within the Department of Defense. The
commands included are a supply center, two research facili-
ties, two training facilities, and one operational air facility.
Practical suggestions are offered and recommendations are
made for managing the process to insure the effective and
efficient use of funds. Specific recommendations address:

complexity of acquisition guidance, use of requisition pri-

orities, procurement planning, reinforcing employee behavior,

and the need for and use of acquisition support equipment.
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I. INTRODUCTION

A. BACKGROUND

"Each year your Government spends one-quarter of its
budget (over 100 billion dollars) procuring the goods and
services it needs to operate” [Ref. l:1]. There is a surge
of obligations for those goods and services during the last
guarter of the fiscal year. Such year end spending appears
to be the norm, according to members of the United States
Senate Subcommittee on Oversight of Government Management
[Ref. 2:1].

Even though limited by Congress to obligating no more
than twenty percent of the Operations and Maintenance funds
in the last two months of the fiscal year, the Department of
Defense (DoD) is one of the departments that incurs increased
obligations during the last quarter of the year [Ref. 3:13).
In fact, Sherwood in his research found that DoD obliga-
tions in the last month of the fiscal year were one hundred
and twenty percent of the average monthly rate over a four
year period [Ref. 4:87].

Spending a disproportionate amount of DoD funds during
the last quarter of the fiscal year does exist. Some people
assume there is waste in year end spending. The Subcommittee
on Oversight of Government Management believes that the amount
of waste because of year end spending is "immense" [Ref. 3:5].

Senator W.S. Cohen, (R) Maine, has assumed that sometimes
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employees waste funds by obligating simply to deplete the
budget [Ref. 5:2]. Waste, by definition, is not an efficient
and effective use of public funds. During the present year
of federal budget cuts, there is a particular interest in
both the public and private sectors that funds be spent effec-
tively and efficiently [Ref. 6:26]. The surge at the end of
the year does put pressure on the procurement system. If
suggestions for the more effective and efficient use of funds
are followed by contracting officers, the waste that may re-

sult from the increased pressure on the system may be alleviated.

B. RESEARCH OBJECTIVE

The objective of this research is to identify within
existing guidelines practical means by which the DoD con-
tracting officer in the year end spending environment can
facilitate procurement that represents the effective and

efficient use of funds.

C. SCOPE

This research studied the effectiveness and efficiency
of procurement in systems and field purchasing activities.
Field purchasing activities are considered to be shore activi-
ties which operate under a hardware Systems Command, Opera-
tional Command, or other headquarters. The research does
not include purchases of under ten thousand dollars. The
types of funds cited include Research, Development, Test,
and Evaluation (RDT&E); Operations and Maintenance (O&M);

Weapons Procurement (WP); Aircraft Procurement (AP); Missile
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Procurement (MP); Military Construction (MC); and Other Pro-
curement (OP). The approximate amount of goods and services
purchased annually at the activities included in the study
ranges from six million to one hundred and thirty million

dollars.

D. RESEARCH METHCD

The research consisted of two parts. The first part was
a literature review; the second part was a series of inter-
views conducted with the employees of field purchasing activi-
ties. The literature review included reports of Congressional
hearings, letters written by Congressional members, Con-
gressional bills, General Accounting Office (GAO) reports,
and books and articles concerning federal spending. The

interviews in the field were conducted with a sample of DoD

employees who were based on the west coast of the United Gtates.

E. ORGANIZATION

This thesis is organized so that Chapter I describes the
acquisition process, Chapter II, the year end spending environ-
ment, Chapter III, the data,and Chapter IV, the analysis,
conclusions, and recommendations. Thus the reader is exposed
to a discussion first of the acquisition process, then to the
problems encountered specifically at the end of the year, and
finally, to the alternatives for facilitating acquisition at

the end of the vear.

10
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F. THE ACQUISITION PROCESS

Acquisition may be viewed as a process whereby a con-
tracting officer purchases, leases, or rents goods and
services which a user requests. A "'contracting officer'
means an official designated to enter intc or administer
contracts and make related determinations and findings"”
fRef. 7:14]. The user is the person who employes the item;
the requisitioner is the person who orders the item. Figure
1l depicts the communication which formally occurs between
the requisitioner and contracting officer, and between the
contracting officer and contractor [Ref. 8:1-400]. Likewise,
the figure depicts informal communication which occurs be-
tween the requisitioner and contractor. The term contractor
refers to both potential contractors prior to award of a
contract, and to the successful contractor providing the

goods or services after award of the contract.

requisitioner é=———9 contracting officer €——>» contractor
< A
’
N /
~ -

— formal commnication
-—= informal communication

Figure 1. The Acquisition Process
Through formal communication a requisitioner communicates

L a requirement for an item or service to a contracting officer

11
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who then requests such item or service of contractors. The
contracting officer, it must be noted, does not initiate nor
define the need, but rather informs the contractor of items
and services which are requested. Through communication the
contracting officer and contractor formulate the contract.
"'Contract' means establishment of a binding legal relation
basically obligating the seller to furnish personal property
or non-personal services and the buyer to pay therefor. It
includes all types of commitments which obligate the Govern-
ment to an expenditure of funds and which, except as otherwise
authorized, are in writing...." [Ref. 7:14]. Informal com-
munication may take place between requisitioner and contractor;
however, the requisitioner does not act as a contracting agent
for the Government [Ref. 9:170]. A Government employee who

is not a contracting officer may imply changes to a contract.
These so-called constructive changes occur as a Government
agent-~through actions--changes a contract without using the

formal process of a contract.

G. THE ACQUISITION STEPS

Acquisition may be viewed simply as the communication of
needs and the procurement of the items or services to fulfill
the needs. Although procurement, acquisition, and contracting
are used synonymously in this text, procurement is currently
defined as including the following steps:
. Review of mission
Determination of need(s)

Definition of operational requirement
Definition of purchase requirement

= w N
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Acquisition plan

Solicitation of sources

Evaluation and selection of contractor
Negotiation

Award of contract

10. Administration of contract

11. Ownership (operational and support)
12, Disposal

O oo-~Joum
¢ o+ e o o

[Ref. 10]

Procurement is considered to be steps 1-12, or a “cradle
to grave" process; acguisition, the contracting officer's
role, is steps 4-10, or from definition of purchase require-
ment through contract administration. The process is meant
to result in ownership of the quality and quantity of needed
item or service at the proper time for a fair and reasonable
price. The requisitioner defines the requirement; the con-
tracting cfficer is responsible for the acquisition plan

and subsequent steps [Ref. 10].

H. THE ACQUISITION ENVIRONMENT

The environment within which the contracting officer func-
tions consists of guidance levied by other persons, branches
of Government, and contractors. Figure 2 depicts the acqui-
sition environment. The contracting officer contracts for an
end item or service. That end item or service is structured,
specified. The environment is less defined than the item or
service.

For purposes of this thesis, the writer has categorized
the sources of guidance as governmental--including executive,

legislative, and judicial--and non-governmental. These
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sources of guidance are discussed in the next four sections.
The discussion is general, includes examples, and attempts
to provide a description of the acgquisition environment.

1. Guidance Emanating from the Legislative Branch

Guidance emanating from the Legislative Branch may
be taken in order from basic documents to the more specific
documents. The United States Constitution, Article 1, Section
8 states that the Congress shall have power "To make Rules
for the Government and Regulation of the land and naval
Forces:" likewise, Section 9 states that "No Money shall be
drawn from the Treasury, but in Consequence of Appropriations
made by Law." Another basic law providing guidance for Govern-
ment contracting officers is Title 10, U.S. Code, Chapter 137
concerning procurement. The specific statute which governs
acquisition is commonly known as the "Armed Services Procure-~
ment Act of 1947." Other individual public laws state a
variety of regulations, some of which apply specifically to
contracting issues. For instance, through P.L. 96~527, the
Congress appropriated Fiscal Year 1981 funds for DoD. A
copy of that law is included in Appendix A. Other examples
of laws pertaining specifically to contracting are P.L. 95-
521 wherein ethics is addressed; P.L. 91-379 concerning value;
P.L. 95-507 which addresses a socio-economic goal; P.L. 96-83
concerning competition. The numerous volumes of the Code of
Federal Regulations codifies documents [Ref. 7). Title 41

of the Code of Federal Regulations (CFR) addresses "Public

15
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Contracts and Property Management." Chapter 1 of that title

is entitled "Federal Procurement Regulations;" Chapter 105

is "General Services Administration;" Chapter 32 is "National
Defense" procurement. The CFR is updated annually in guarterly
segments. Between updates of the Code of Federal Regulations,
the regulations are disseminated in the periodical “Federal
Registex" {[Ref. 7]}.

In addition to writing legislation, Congress houses
and directs the activities of the General Accounting Office
(GAO). The GAO was created by the Budget and Accounting Act
of 1921 to provide several functions. Among those functions
are three: the performing of investigations, the deciding
of contractor protests, and the rulings by the Comptroller
General, head of GAO. The actions which GAO takes may affect
the contracting environment. First of all, the GAO performs
investigations at the request of Government officials. For
example, a 1979 GAO report for the Secretary of Defense on
defective pricing "...recommend|[ed] that the contracting
officer determine the allowability of contingency and warranty
costs" [Ref. 11:6]. Such a ruling could influence subsequent
actions of contracting officers. Secondly, GAQ provides a
forum and considers contractor protests. A contractor may
file a bid protest with the GAO as well as with the contract-
ing officer. Whether filed before or after award, the protest
may delay or otherwise affect the contract in question [Ref.
12:101]. Thirdly, the Comptroller General may rule on issues

which concern those persons involved in acquisition. For
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example, 55 CompGen 3-131632 concerning Transportation and
Allowances states that contracting officers will con-

sider transportation costs in determining overall lowest cost
to government. As discussed, the Legislative Branch offers
guidance for contracting officers through public law and
rulings.

2. Guidance Emanating from the Executive Branch

The Executive Branch also is involved with procurement
matters. One form of that involvement is the Presidential
executive order. For example, Order #11222 dated May 1965
deals with Ethics [Ref. 13:69]. Other examples of involve-
ment are the Office of Management and Budget (OMB) Circular
A-109 which contains guidelines on major systems acquisition,
and Circular A-76 on Commercial Industrial Type Activities.
Yet another influence is that of the Office of Federal
Procurement Policy (OFPP), an arm of the Executive Branch.
With authority over all procurement using appropriated Govern-
ment funds, OFPP directs overall procurement policy, research,
data, and training [P.L. 93-400]. Through OFPP the Executive
Branch attempts to provide a uniform approach to Federal

procurement [P.L. 93-400]. However, even prior to the char-

ter of OFPP in 1974, DoD had attempted uniformity in procurement.

For instance, the current Defense Acquisition Regulations
(DAR), formerly called the Armed Services Procurement Regu-
lations (ASPR) of 1947, addresses a myriad of contracting
considerations. A list of general subdivisions of DAR is

provided for the reader in Appendix B. An example of the

17




type of influence the DAR has on the procurement process is
the basic tenet dealing with competition for contracts [Ref.
8:1-300]. The two methods of contracting--formal advertise-
ment and negotiation--both provide price comptetion, but the
DAR states that formal advertisement is preferred. The DeD.
therefore, offers guidance to contracting officers through
the DAR, and may also issue directives and instructions which
contain guidelines. For example, DoD Directive 5000.1 and
DoD Instruction 5000.2 contain guidelines on major system
acquisition. Agencies within DoD may each complement, but not
repeat or contradict the DAR, directives, and instructions,
according to the Armed Services Procurement Act of 1947.
Moreover, the agencies issue directives and instructions which
implement orders from higher authority. Examples of docu-
ments containing regulations of the agencies are the Army
Procurement Procedures, Navy Procurement Directives, and Air
Force Procurement Instruction.

Executive departments other than DoD may affect the
acquisition environment. The following is a partial list of
departments or agencies and an example of the means whereby

the department or agency affects contracting.

State: Arms sales to foreign governments
Treasury: Cash management for goods, services
Justice: Legal advice; fraud prosecution
Interior: Land acquisition
Agriculture: Animal and plant inspection

18
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Commerce: Transportation, patents; specifications

standards
Labor: Wages, Labor Surplus Area designations
General Procurement of federal supplies
Services
Administration:

As indicated above, most, if not all, of the departments in
the Executive Branch may have an influence upon the acquisi-
tion environment.

3. Guidance Emanating from the Judicial Branch

The Judicial Branch also is involved with Government
contracting in at least three ways. First, the Court of
Claims was established to consider disputes and claims against
the Government. Second, protests may be considered by courts.
With the Scanwell Laboratories case (1970), a federal court
first considred protest of contract award [Ref. 14:186].
Third, "...[M]any [contracting] clauses represent the cumula-
tive result of seriatim responses to decisions of courts and
administrative agencies...." [Ref. 15:393]. 1In other words,
as with judicial matters in general, a ruling cited in a pre-
vious case may dictate the opinion for similar and subsequent
actions.

4, Guidance Emanating from Non-governmental Sources

Influences that are non-governmental may also affect
the contracting officer. Included in the non-governmental
source are influences that originate within the government
but are not explicitly included in the guidance emanating

from the legislative, executive, and judicial branches. For
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purposes of analysis this writer has categorized these influences
as organizational, goal-oriented, technological, and personal
relationships; the influences will be discussed in that order.

Organizationally, the contracting officer recognizes
guidance from fiscal limitations, budgets, priorities, and
good business practices [Ref. 8].

Goals or objectives of the command may also impose
guidance upon the contracting officer. For instance, the
training of personnel may be a goal for the year and take
precedence over upkeep of equipment for a while.

Technology or "state of the art" influences contract-
ing decisions. Where there is a requirement, the contracting
officer must scan the market for the desired item [Ref. 8].

If there is no commercial item available, alternatives must
be considered either by the contracting officer, the requisi-
tioner, or both.

Another consideration that may influence the contract-
ing officer is that of personal relationships. Acquisition
involves communication among people. That communication in-
volves not only seeing, hearing, talking, writing, reading,
listening, but also understanding. The flow of information
may be precise and direct, but also may be flavored with per-
sonality conflict, inuendos, and irrelevant behavior. While
there needs to be cooperation and rapport, such may not exist
in dealing with a hnst of individuals. As Nierenberg, author

of Fundamentals of Negotiating, says about negotiating, a

20




goal of contracting may be to "...convert divergent interests
into channels of common desires" [Ref. 16:22]). The legisla-
tive, executive, and judicial guidances do not necessarily

insure the attainment of that goal.

I. SUMMARY

The previous discussion described the current acguisition
system. The process of acquisition was viewed as comnunica-
tion of needs. The acquisition steps were outlined and
defined. The procurement environment was described in rela-

tion to governmental and non-governmental considerations.
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II. THE YEAR END SPENDING ENVIRONMENT

A. INTRODUCTION

Chapter I described the acquisition environment. Chapter
II discusses year end spending and describes the particular
acguisition environment at the end of the year. The concern
over waste and pending legislation to eliminate waste in year
end spending is discussed. The DoD experience with year end
spending limitations is identified. Finally, the alternative
of motivation and reward is offered as a solution to the

year end spending problem.

B. THE ACQUISITION ENVIRONMENT AT THE END OF THE YEAR

Sherwood found that during the years 1971-1976 the Depart-
ment of Defense obligated more funds at the end of the fiscal
year than at other times of the year [Ref. 4:67]. Typically
the DoD contracting environment at the end of the fiscal year
involves a greater proportion of dollars and number of contract
actions than the rest of the year [Ref. 3:1]. Some of the
work is performed on computers, which allow an increased
number of acquisitions to take place. Trill and Porter in
Purchasing Magazine give examples of the use of computers in
contracting [Ref. 17:89]. Computers can be used to store in-
formation about contractors and their products, to sort infor-
mation about products, to retrieve information such as the ;
status of orders, and to type purchase orders. Thus much |
work can be performed quickly as portions of the process are

mechanized.
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The acquisition environment at the end of the year is
commonly described by the phrase "hurry-up spending,”" [Ref.
2:1] which characterizes the increased number of obligations
which takes place during the last two or three months of the
fiscal year and ends at 2400 hours on September 30. This
section will cite and discuss recent statements by Government
and private persons concerning the acquisition environment
at the end of the year.

Several Congressmen, in statements, have asserted that
there is a year end spending problem. Mr. Jack Brooks (D)
Tex, Chairman, H.R. Committee on Government QOperations, re-
ports that "The problems associated with compressed yearend
obligations and the abuses which have been discovered to occur
at the end of the year are matters of grave concern to Con-
gress...The abuse in year-end spending practices is widely
recognized...." [Ref., 18:10,14].

Mr. William S. Cohen (R) Maine, Member, Senate Subcommittee
on Oversight of Government Management, in a letter to Mr.
David Stockman, Director of the Office of Management and Bud-
get (OMB), stated that "Every one of the [ten federal] agen-
cies and departments reviewed by the Subcommittee had 'hurry-up
spending' [year end spending] abuses [waste]" [Ref. 19:1].

In addition to‘Congressmen, other Government officials are
aware of year end spending. Thomas Anderson, Director of
Office of Procurement, Department of Energy, writes, "To those
of us in the procurement profession, this [thirty percent of

federal spending in the last two months of the fiscal year] is
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not news [Ref. 20:5]. As well, Michael Blumentahl, former
Treasury Secretary, is quoted as saying that in the last couple
of months of the fiscal year "you are literally pushing money
cut the door with a wheelbarrow" [Ref. 21:A-1]. However,
officials in the Executive Branch budget office say that such
statements are an exaggeration and that the acceleration does
not involve a substantial amount like billions of dellars, but
rather less [Ref. 21:C-11]. An interested reader in response
to the aforementioned Times article wrote the following letter:

To the Editor:

On Aug. 16 The Times published a front page story

of the rush by Federal officials to spend their appro-

priations, as if that rush were news. When I was in

college 55 years ago, I was taught the rush happened

P : every year, I assume that it has continued through
the intervening period.

Morton Pepper
New York, Aug 17, 1979
[Ref. 6:26-6]
The foregone discussion presents recent statements concerning
a year end period of increased acquisition activity.
P C. THE CONCERN ABOUT WASTE IN THE YEAR END ACQUISITION
ENVIRONMENT
A United States Senate Subcommittee concludes from evi-
dence obtained from ten Federal agencies that the DoD is one
of the departments which has wasted public funds at the end
of the year by (1) buying unneeded items, (2) employing anti-
competitive practices, and (3) mis-representing obligations
accounts [(Ref. 3:7]). The subcommittee report states that the

environment is one of rushed, needless spending brought on by

the increased number and dollar amount of contracting reguests.
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Additionally the subcommittee report states that some of the
abuses are brought about simply to prevent the lapse of funds
which may cause reductions in future appropriations. The
Subcommittee concludes that at least two billion dollars were
wasted each fiscal year because of the "hurry" involved.

The General Accounting Office (GAO) reports that results
of year end spending include incongruity with laws and regu-
lations, negative impact on personnel morale, and lower guality
of acquired Federal items and services [Ref. 22:5 and 23:ii,
iii].

A disproportionate amount of money obligated at the end

of the year does not necessarily designate waste, however.
At least three alternative reasons for year end spending are
cited. In the firs place, the procurement process begins when
an agency reviews its mission, ascertains a need, and defines
a requirement. The requisitioner and contracting officer can
then plan for actual acquisition of the item or service. The
actual obligation of funds for the acquisition may come late
in the fiscal year because of the time involved with such plan-
ning. Therefore, what seems to the observer to be waste be-
cause of a hurried process may actually be the fruition of
much planning. If the use of funds were recognized when bills
are paid, rather than when the goods and services are con-
tracted, year end obligations may not appear excessive and
wasteful [Ref. 24:52].

There is a second false appearance of waste. Oftentimes

the federal agencies under attack for wasteful year end spending
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and lack of proper planning do not even know how much money

is appropriated until after the beginning of the calendar
year--three months into the fiscal year. "Delays in the
enactment of appropriations disrupt agency operating plans

and may lead to year-end surges" [Ref. 25:3]. On the other
hand, as a GAO report states, some actions can be taken before
funds are appropriated and allotted [Ref. 23:11]. An example
of an early action would be planning the procurement strategy,
i.e., type of contract, place of delivery. Continuing reso-
lutions do allow the agencies to spend at a previous rate.

If agencies delay obligations, though, and then are faced with
appropriations at a less moderate level than expected, there
is less time to expend more funds on needed items. "Delayed
appropriations lead to instability in long-term procuremen:s..
[Ref. 26:29). The governments of other courthiss ¢ :ote
similar situations involving delayed appropriatioans. For

an indepth study, see Fiscal Policy in Seven Countries {[Ref.

27].

A third possibility of year end spending not involving
waste can be cited. After having met higher priority obliga-
tions, requisitioners can fund lower priority items at the
end of the year. The expenditures for lower priority items
at the end of the fiscal year may be the result of managers
attempting to minimize risk. Managers may retain funds for
contingencies until the end of the fiscal year so that if

unplanned critical needs occur, funding will be available.
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At the end of the year lower priority needs are then funded
[Ref. 5:6].

Waste, then, is not inherent in increased year end spend-
ing practices. Indeed, one might argue that for a higher
Gross National Product, funds should be spent completely
within the appropriated time. Congress in fact requires the
Government to spend money [(Ref. 18:10].

Some people have suggested that unused funds be returned
to the Treasury. An unidentified middle-level Federal bureau-
crat stated in a letter to Mr. Alfred Kahn that

Conversations with friends in the bureaucracy made me

think many public servants at all levels would sup-

port altering the system to encourage the return of

leftover funds. [Ref. 21:C-11]
The Director of Economic Policy Review at the Conference
Board, a private nonprofit institute studying economics and
business, believes that, with new rules, leftover funds could
be given back to the taxpayers [Ref. 21:C-1l1]. The concern
about waste in the year end acquisition environment reguires
that waste be defined.

Defence ([sic] is a Federal preoccupation, and defence

{sic] expenditure is judged by standards different

from those applicable to civil expenditure. Defence

{sic] expenditure is also allowed to increase to

whatever level appears necessary for reasons of

naticnal security and international engagements.

[Ref. 27:481]
In the defense environment, where needs and items and services
are complex, the waste of funds in acquiring those goods and

services is difficult to delineate. However, if it is assumed

that DoD employees are conscientious individuals trying to
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reach identified goals, then the problem can be described as

one of helping the employees achieve the organizational goals.

D. CURRENT BILLS TO LIMIT YEAR END SPENDING

There are a number of bills in Congress to limit spending
during the last two or three months of the fiscal year. An
annotated list of such bills follows:

l. H.R. 2204, pending in Government QOperations as of
December 1981, requires that not more than one-fourth of
the budget authority of any department or agency of the
executive branch may be obligated during the last quarter
of a fiscal year.

2. H.R. 108, pending in Government Operations as of Decem-
ber 1981, states that no more than twenty percent of the
total appropriations for an agency are obligated during the
last two months of a fiscal year.

3. H.R. 2468, pending in Government Operations as of
December 1981, states that no department of agency shall
obligate more than twenty percent of the budgetary resources
during the last two months of a fiscal year,.

4. Senate 135, pending in Senate Committee on Governmental
Affairs as of December 1981, limits the amount obligated by
an agency during the last three months of the fiscal year
to no more than ten percent of the amount obligated for the
year,

Such bills, if enacted would limit procurement as well as

any waste inherent in that procurement. In other words, there
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would be fewer funds to spend in a wasteful manner. However,
such a limitation could be enacted by simply limiting the
amount of the original appropriation. Furthermore, increased
spending may occur in the third quarter rather than the

fourth quarter, if such a bill were enacted [Ref. 5:14].

E. THE DEPARTMENT OF DEFENSE AND YEAR END SPENDING

The DoD has been cited as one of the departments which
engages in increased year end spending [Refs. 3 and 22].
Chapter III of this thesis presents statements revealing year
end spending problems within DoD. Given that the year end
spending issue involves DoD, the reader should also be aware
that a twenty percent obligational limit in the last two
months has been placed upon the DoD since 1953. Such a limi-
tation has not eliminated year end spending within DoD.
While spending has been leveled somewhat during the year,
wasteful techniques and effects have not been eliminated

[Ref. 3:13,14].

F. ALTERNATIVES TO THE YEAR END SPENDING BILLS

It is unlikely that the year end spending bills will re-
solve the year end spending issue, as the DoD data reveals.
What then can be done to halt the year end spending "sprees"?
This section will discuss spending controls and present an
alternative solution of an improved motivation and reward
system.

Consider that control is achieved by appropriating an

annual fixed amount. Senator Cohen states that
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Federal Program managers and budget personnel are

faced with a Catch=-22 situation. They're supposed to

spend the public's money as carefully as possible,

but if they plan effectively, budget prudently,

spend less, and manage to return tax dollars to the

Federal Treasury, they face the prospect of having

their budgets slashed for the next year. There is

simply nc incentive for prudent management, no

regard for the saving of tax dollars. The system

is commonsense turned upside down. [Ref. 3:10]
Appropriaticns are based on historical data; authorizations
are based on hearings plus data of the current year [Ref. 28:
17]. Although the facts do not entirely support the belief,
many federal employees do believe that Congress, too, oper-
ates in its appropriations on a "use it or lose it" philosophy,
i.e,, that spending sets the threshold for the upcoming fis-
cal year budget for an agency. A. Bowman Cutter, OMB, states

It [year end spending] is a problem....We should

figure out some way to keep it from occurring but

we should not do it in a way that ties up the

whole Government in knots to get at it. [Ref. 18:6]

General George S. Patton said, "Never tell people how
to do things. Tell them what to do and they will surprise
you with their ingenuity” ([Ref. 29:170]. There is less room
for such surprises as more limitations are placed on the
decision makers. Such controls as the current year end
spending kills may exact such inflexibility that purchases
will cost more than otherwise; compliance with excessive
controls actually forces inefficiency [Ref. 30:544 and 3:14].
Congress must convince the people that current appro-

priations are not based on the expenditures of the prior year.

Likewise, the Congress must insure that Federal supervisors
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know that a lack of spending will not reduce the budget,
therefore reduce the supervisor's pay or grade [Ref. 3:11].
One possible way the year end acgquisition environment can
be alleviated is by rewarding the rational, effective, effi-~
cient use of public funds--not by limiting obligation rates
and generally punishing a lack of spending. Until incregsed
yéar end spending is alleviated, however, what can the con-
tracting officer do or help others do to facilitate acquisi-~

tion of needed items in such an environment?

G. SUMMARY

This chapter of the thesis described the year end spend-
ing environment, discussed the concern for waste, and listed
current bills in Congress to eliminate assumed waste. Also,
this chapter discussed the DoD experience with year end
spending limitations. Finally, the alternative of a motiva-
tion and reward system was offered as the means of alleviat-

ing the year end spending abuses.
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IITI. RESULTS OF THE INTERVIEWS

A. INTRODUCTION

The purpose of this chapter is to review the research
data. First, the interviewees are described as to type of
work and obligation rates. Next, year end spending is iden-
tified with its causes and effects as related by interviewees.
Finally, the thesis question of what can a contracting
officer do or help others do to facilitate acquisition at

the end of the year is considered.

B. DESCRIPTION OF INTERVIEWEES

The researcher collected data for this research through
interviews with four Navy, one Army, and one Air Force super=-
visory contracting officers and two Navy requisitioners. One
potential interviewee refused to be questioned; he was "too
busy" at the end of the year (August). The interviewees are
employed in the Pacific region of the United States. The
facilities at which they work include a supply facility, two
research facilities, two training facilities, and one opera-
tional air facility. The approximate amount which each
interviewee's division obligates annually ranges from six
million to one hundred and thirty million dollars for con-
tracting officers and from two million to four million dollars
for requisitioners. The types of funds included are shown

in Table 1.
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TABLE I

TYPES OF FUNDS

Funds Army Navy Air Force
Other Procurement X X X

Research, Development,
Test and Engineering X

Operation and

Maintenance X X X
Weapons Procurement X
Aircraft Procurement X X
Missile Procurement X
Personnel, Housing X
Military Construction X

C. DESCRIPTION OF INTERVIEWS

A protocol for the interviews was used as a checklist for
the researcher and to guide discussions. Otherwise, the re-
searcher attempted to create an informal, semi-structured
situation wherein the interviewees could freely discuss year
end spending issues. Only when interviewees strayed from
the research topic did the researcher pose specific questions
verbatim from the protoceol. The list of guestions (Table II)
indicates the issues discussed, and also relates to the order
of topics as presented in this chapter of the thesis. The
majority of interviewees conveyed the ideas expressed in
this thesis, unless the writer specifies that some number

less than the majority conveyed an idea.
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TABLE II

PROTOCOL

The Identity of Year End Spending

Does year end spending cause a problem for you as a Contract-
ing Officer or for your contracting branch?

Are the problems different from those acquisition problems
which occur at other times of the year?

Are there more Purchase Requests (PR's) at the end of the
year?

What effects or evidences of a problem do you see?

What months do you include in year end spending?

What types of obligations are most difficult?

Do you think the quality of expenditures or obligations
decreases at the end of the year?

Guidance or Constraints

What constraints effect your performance or those of your
peers?

Objectives of Contracting

How do you define good service to the requisitioner?

How important to you as a Contracting Officer is the obliga-
tion of funds for goods and services?

Suggestions for Facilitating Acquisition at the End of the Year

What percentage of the PR's are processed at the end of the
year?

Does the percentage vary from other times of the year?

How do you or your branch handle the increased workload?
How can more be accomplished better at the end of the year?
What can be done in advance?

Without compromising rules and regulations, what can be done
by a contracting officer or others to facilitate acquisition
at the end of the year?

Are there shortcuts...?

Priorities--do they aid or do they not aid you in acquiring
goods and services?

what detains you from obligating funds for goods and services?

what problems do you have with the contracting officers/
requisitioners at the end of the year?

Wwhat mechanical devices may aid you in the acquisition process?
34
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In addition to formally interviewing six contracting
officers and two requisitioners, the writer also held telephone
discussions concerning year end spending with one comptroller,
one budget analyst, one contracts manager, and two contracting
officers. Even though possibly influenced by such discussions,
the forthcoming analysis consists of the formal interviews

only.

D. THE IDENTIFICATION OF YEAR END SPENDING

Every interviewee related that there are an increased num-
ber of purchase requests (PR's) and dollar amount of obliga-
tions at the end of the year. The number of PR's is generally
stable throughout the year, except heightened during July or
August through September. September is the busiest month as
measured by number of PR's and dollar amount of obligations.
In one of the typical examples cited, the average for the
months Octcber through June versus July through September was

135 PR's or $6794 and 154 PR's or 515,001, respectively.

E. CAUSES OF YEAR END SPENDING

Interviewees stated five causes for year end spending.
First, the most often-mentioned cause was Congressional con-
trol. Annual funding is a form of Congressional control.
Annual funding requires that the manager obligate funds within
the specific fiscal year. At the end of the fiscal year when
a requisitioner is aware of an account balance, the requisi-
tioner generally tries to obligate the funds for needed items

and services before the funds expire. One interviewee stated
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that Congress might better control funds by program than by
timing. Another responder stated that requisitioners might
be allowed by Congress to carry over unobligated funds to the
next fiscal year. Yet another interviewee stated that multi-
year fundirg might alleviate some year end spending in that
the requisitioner has more flexibility to obligate.

A second cause of year end spending which interviewees
cited is late appropriations and apportionments. In fiscal
year 1982, for instance, Congress is three months late as of
December 1981 in appropriating funds. After appropriations,
a systems command, a type commander, or an activity may take
several more months to apportion or allocate funds to requi-
sitioners. Therefore, the time available for acquisition is
decreased. Because of pre-negotiation clearance, approval
processes, and similar requirements, several months may be
needed to award a contract. One interviewee related that in
some cases the requisitioner receives annual funds by the
fourth month of the fiscal year, leaving only eight months
for the procurement planning and award actions which acﬁually
require nine months to complete.

A third cause of year end spending is the withholding of
contingency funds. The people who apportion and are responsi-
ble for funds throughout the chain of command may each retain
an amount for contingencies. In fact, one interviewee noted,
one percent of funds is a common and unofficially suggested
amount to withhold for contingencies. Interviewees indicated

that managers and requisitioners withhold funds in order to
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minimize the risk of violating the Anti-deficiency Act.
Interviewees related that such retention not only may force
uneconomical quantities of purchases during the year, but also
forces an increased obligation rate at the end of the fiscal
vear. At the end of the year, when the likelihood for emer-
gencies is less, requisitioners obligate expiring funds for
needed items and services.

A fourth cause of year end spending, which only one inter-
viewee mentioned, is the obligation of funds in order to avoid
a budget cut the next year. If funds are not spent, Congress
or the major claimant may decrease the budgeted amount in a
future year, the interviewee related.

A fifth cause of year end spending is the complexity of DoD
procurement, meaning the goods and services as well as the
guidance. Not only may a complex procurement require quite
some time to accomplish because of approval processes, but also
during that time the environment may change. For instance,
the recent Indian Ocean crisis initiated changes in plans, pri-
orities, and affected the obligation of funds for procurement
and logistics. The result of such a change of plans is an
aberration of the acquisition plan and an increased worklocad,

Generally, interviewees cited the timing and control of
funds, late appropriations, the complexity of the DoD guidance,
environment and procurement, and withholding of contingency

funds as the causes of year end .pending.
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F. DEADLINES AS EFFECTS OF YEAR END SPENDING

Interviewees indicated that year end spending has an effect
on the acquisition process. One effect .s the apparent neces-
sity for deadlines for submission of PR's. Because contracting
officers expect increased year end obligation rates, most con-
tracting officers attempt to even the workload by advising
reqguisitioners as to when PR's should be submitted. Dates
are decided on the basis of contracting officers' experiences
with various types and dollar amounts of procurement, as well
as on projected workload. High dollar value, technical PR's
requiring the signature of higher authority, then, typically
must be submitted as early as March in order to be contracted
for by September. While every interviewee indicated that
deadlines are necessary and are employed, every interviewee
also stated that deadlines are sometimes ignored by requisi-
tioners. One reason cited for the late submission of requests
is that of the exercising of command perogatives to contracting
officers. Because of the authority of the officer making the
request, it is likely that the item will be bought. Another
example of a deadline not being met at times when the contract-
ing officers are already working within tight schedules is the ar-
rival on the deadline date of an improperly or incompletely
documented request. An insufficiently documented or special
request can over-extend the staff and possibly delay action on
other PR's. An analogy may be made with the airline agency
bookings to a popular city during the peak tourist season.

While the agencies attempt to forecast the type of aircraft
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needed and the passenger load, the agencies may find that

extra passenger is one too many; one person cannot be trans-
ported and must await another flight. The extra person could
have the effect of detaining one passenger from each subsequent
flight. Similarly, the difficult or late PR may delay subse-
guent obligations until the end of the year. Additional re-
quests then accumulate until the last day of the fiscal year
(FY) after which time the annual funds can no longer be used

to finance the acquisition.

Compliance with deadlines is a pertinent issue to inter-
viewees. Several interviewees stated that sometimes requi-
sitioners change requests to smaller dollar amount items simply
because an earlier deadline was missed. For example, while
the purchase requirement may be a desktop computer, a less
capable handheld calculator may be requested.

One irterviewee mentioned the problem associated with dead-
lines of when,how, and to whom to disseminate deadlines. Re-
quisitioners must be informed as to the importance of timely

submittal, if they are expected tc comply with deadlines.

G. OTHER EFFECTS OF YEAR END SPENDING

Irterviewees related that requests at the end of the year
vary little in any respect except numbers from the requests at
other times of the year except as to the number of requests.
There are, however, eight effects of the increased num-
ber of requests which interviewees cited. First, the in-
creased number of requests creates a backlog of requests

because there is more work but the same number of workers--both
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contracting officeré and clerical employees. 1In reaction to
the backlog of requests, requisitioners sometimes raise the
priority on requests. The contracting officer then faces the
situation of numerous high priority requests, each to be con-
tracted for in a lessened amount of time. As one interviewee
stated, "If everything is priority, nothing is."

Second, as an effect of year end spending, needed items
or services may not be acquired. For example, toward the end
of the year construction contractors in a remote area may not
even bid on a Government job because they are over-extended
and cannot acquire another bond or loan. If the bond or loan
is necessary for the construction, without such the con-
struction does not take place. Not conly is the construction
not realized, but also the construction may cost more when
contracted for in a future year. An interviewee cited another
example of needed items not being acquired because of antici-
pated year end spending. Power regulators which could save
dollars could not be purchased because the request was sub-
mitted past a deadline. The next year there were no funds
for the power regulators.

Third, year end spending may affect value. The majority
of interviewees stated that value may be decreased as a result
of mistakes or omissions in work performed hurriedly. A
higher price may be the result in instances when negotia-
tion time is lessened, one interviewee stated. Such waste
is a result of the acquisition process which is limited by

time, and is unintentional, interviewees stated.
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Fourth, an increased number of protests is an effect of
vear end spending. Fossibly protests are more numerous be-
cause the contracting process is performed more hurriedly or
because contractors wish to delay award to competitors, an
interviewee said.

Fifth, at the end of the year there is an increased num-
ber of requests for habitability items, such as carpet and
furniture, several interviewees stated. While such items are
needed during the year, the priority is lower than that for
other requests. Only at the end of the year, when more impor-
tant needs have been met, will the requisitioner fund such
habitability items.

Sixth, human effects of year end spending were also noted
by interviewees. Training and leave are not approved at the
end of the year. The lack of leave is especially disheartening
because the parents cannot be away from work at the time when
children are out of school. Overtime, however, is approved.
Employees become tired, tens