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ABSTRACT

The Office of Management and Budget Circular No. A-76

directs all Federal Executive Agencies to rely on the

private sector for goods and services. The United States

Coast Guard, an operatina agency of the Department of

Transportation, is reauired t- compl!, with A- 7 . "any

believe that Gcvernrent contractors performing functi-ons

contracted out under A-76 incur excessive cost growth over

the life of the contract. This thesis analyzes three such

Coast Guard commercial activities which were contracted out

under the Circular. Specifically, it identifies causes of

cost increases, and relates the current year contract price

with the tost of performing each function in-house.

ccoession For

NT!3 G1RAI
DTIC TAP
Un'-nlounoed

I ------"

By
_D 3t: j.tjt on/___

Avol1aInlitty Ccdgs

j1ist AvnIU and/or
DisK



TABLE OF CONTENTS

I. INTRODUCTION ...................................... 1

A. GENERAL BACKGROUND ............................ 1

B. STUDY OBJECTIVES/RESEARCH QUESTIONS .............. 3

C. SCOPE AND ASSUMPTIONS ......................... 4

D. METHODOLOGY ................................... 4

E. THESIS ORGANIZATION ........................... 5

II. BACKGROUND ........................................

A. THE COAST GUARD IMPLEMENTS
OMB CIRCULAR NO. A-7 ......................... 6

B. OMB TAKES PRE-EMPTIVE BILLET CUTS ............. 9

C. STUDIES AND REVIEWS OF
COMMERCIAL ACTIVITIES ......................... 9

D. DEVELOPING THE PERFORMANCE
WORK STATEMENT ................................ 12

E. THE COAST GUARD'S ACHIEVEMENTS ................ 14

III. PRESENTATION OF DATA .............................. 17

A. SELECTION OF THREE CONTRACTED
COMMERCIAL ACTIVITIES ......................... 17

B. BASE HONOLULU HOUSING MAINTENANCE ............... 18

1. Problem Areas Identified
by the Government ......................... 20

2. Problem Areas Identified
by the Contractor ......................... 24

C. GROUP SAN DIEGO FOOD SERVICES ................. 25

1. Government's Perception
of the Contract ........................... 27

iV



2. Contractor's Perception

of the Contract ........................... 31

D. GUARD SERVICES AT SUPPORT CENTER SEATTLE ...... 32

IV. CONCLUSIONS AND RECOMMENDATIONS ..................... 37

A. CONCLUSIONS ................................... 37

1. Reasons for Cost Increases ................. 37

2. Comparison of Costs of Performance ........ 41

3. Return to In House Performance ............. 42

B. RECOMMENDATIONS ............................... 44

1. Study to Determine
Full Effects of A-76 ........................ 44

2. Inclusion of Deduct Provisions ............. 44

3. Training for Contracting Officers'
Technical Representatives ................. 44

4. Need for Better
Contract Administration .................... 44

LIST OF REFERENCES ...................................... 46

INITIAL DISTRIBUTION LIST ............................... 48

" " • •V



I. INTRODUCTION

A. GENERAL BACKGROUND

Since 1955, the Federal Government has articulated the

general policy that it should not compete with private

enterprise in obtaining goods and services, when such goods

and services are available from commercial sources.

Instead, agencies "...should rely on commercial sources to

supply the products and services the Government needs."

[xef. l:p. 1]

In 1966, the Office of Management and Budget (OMB)

formalized this pclicy in its OMB Circular A-76. The most

current revision to A-76, issued on August 4, 1983,

i-eiterated its application to all Executive Agencies, and

specified a number of tasks to be completed by all. The

goals of A-76 were to:

- Achieve economy and enhance productivity.

- Retain Government functions (as defined in A-76) in
house.

- Rely on the commercial sector.

By 1983, the policy of contracting out commercial

activities had been in existence for nearly 30 years.

Despite this, the Coast Guard had no formal process to

carry out the requirements of A-76 and had made minimal

1



progress to comply. To incentivize the Service, OMB

identified apprc:-:imately 4,200 full-time billets for

potential deletion in 1983. This represented a zut in

manpower of about 11% of the Coast Guard's full-tine

billets (the service had roughly 38,250 active duty

military arA 5,600 full time civilians) [Ref. 23. In

response to this increased pressure, a new branch, G-A76,

was created within the Comptroller Division of Coast Guard

Headquarters to promote and monitor the intent o-f A-76.

One 'f t 2 - s f G- I_ wo l1d b e - c " .. u .n I

.... t s ae ..... ated substantial z oz --..

l . . . . ..... . y available c ds -- Z. I

......----- -... .. at . 1 -.- r

--__ .: r _ _ -... C .-onn ,iss on _..- Priviticat:c --, _._ob:r~

. - t. . er Ad strat of CMF's f

r r 7-----... Pc cy (OFP P) stated:

- - - - - - p ....... t-- - - .r 5e -- wi va' --
t ........ could procure the sane .e-. : f ca...
and szrviec -at $7 billicn lower cost. [-- . . i1

Sin-e iml . t.n A-6 policy in 1923, the C a s -t-C

aso t --o 77. 1 sust antial savinas. T ite,

abu .. ...- in has been saved , contract inc a..

fun I ns th t were once a Govern-ant r esp c-.-

-r---------- ----- Fy, I .,



many contractors have subsequently incurred increases in

costs to perform the function. Many believe these

increases are excessive, making the contractor less cost

effective than leaving the function in-house in the first

place. This thesis will address the cost effectiveness of

A-76 policy in the Coast Guard.

B. STUDY OBJECTIVES/RESEARCH QUESTIONS

The primary objectives of this research are to:

- Develop an understanding for some of the causes of cost
increases experienced by Government contractors
performing commercial activities (CA's) for the Coast
Guard.

- Determine if contractors are still performing work at
a cost that is less than an adjusted Government Most
Efficient Organization (MEO).

The following primary research question is:

1. What are the causes of cost increases experienced by
Government ccntractors performing CA for the Coast

The following subsidiary research questions supplement and

support the primary research question:

1. How has each contractor's position changed, relative
to the respective MEO?

2. What alternatives exist for the Coast Guard to re-
compete a function that has been contracted out?



C. SCOPE AND ASSUMPTIONS

This thesis will analyze three Coast Guard CA's, where

costs of performance have increased subsequent to contract

award. Since the Performance Work Statement (PWS)

specifies exactly what is required under the contract, the

thesis will also examine PWS deficiencies that may have

contributed to cost increases after contractor performance

begins. It will address some of the problems encountered

in administerin , CA contracts.

D. METHODOLOGY

The researcher gathered data from three scur=ws for

this thesis. First, to compile background and hist-rical

infrr-.ati ..... .A--6, a comprehensive literature search was

ccrduc:ed. A custor bibliography was requested from the

Defenst Logistics Studies in1formation E---chanc: 'LzEi

Fort Lee, VA. Fac iities in the Dudley Knox Library at the

Naval Postgraduate School in Monterey, CA, were also used.

- t-,: on, t gain an understanding c r urrent A-16

pclicy, teehcn interviews were ccsnducted with pels cnnel

from Coast Guard 7,adq'inrters in Washingtcn, DC.

Department of Transportation (DOT) and Coast Guard

directives were also reviewed.

Finally, tcj conduct in-depth analysis of the three

CA's. fact-findino visits were conducted at Maintenance a d

LoDgistics Ccm.and, Pacific, Alameda, CA; Fourteenth Coast



Guard DiF 'rict and Basz Honolulu Housing Office in

Honol '-, HI; Eleventh Coast Guard District, Long Beach,

CA; and Group San Diego, CA. Telephone interviews were

conducted with personnel from Support Center Seattle,

Seattle WA.

E. THESIS ORGANIZATION

The thesis is divided into four chapters. Chapter I

pro-vides an introduction to the A-76 philosophy and the

-...s t: be in the thesis. 7t also ncides a

'- eth: , - ogy employed in the thesis.

t. presents backgrcund information on the CA/A-

-pgr- .. and dis-, .... the Ccast Guard's implementation

7> rv-ij-es an i--3epth anays is and

:_ra ft the d-aa gathere3 on three Toast Guard CA

:i- pay >a r .. prcvides conclus i ons and

reomr a



II. BACKGROUND

A. THE COAST GUARD IMPLEMENTS OMB CIRCULAR NO. A-76

in 1966, OMB issued its Circular No. A-76, permanently

establishing the Federal policy for Government performance

of commercial activities (CA's). It was revised in 1967

ad 1919. Following the 1979 revision, the Coast Guard

esirat it w.ld_ need at least 60 full-time e:pl1y es to

-::ry out A-76's requirements. At the time, no bill

-.re available fzr reprogra a ming, and 0MB had rot or nted

the Servio= i d iticnal billets. Therefore the East

rs oficiai positi=n was to take no actio - -

..... r~s th= bast_ Guard's efforts in ccntratin- . .

with those of er sister Services. [Ref. 41

A A"s_ 4, 1 3 , A-"6 was again revise7d, simplifying

arif:yin: ..... of its prccedures, and to are

cieoenta cn esier ] .... F eJeraI agen -7e. As ......

1M oatd the_ Coast Guia rd ar Z dii L

o vili- an a.. ve .ilitary, to be used for carryin; out t.

requirerents cf A-76. With these new billets, an A-76

prcgra7m office, C-A-E, was established in the ,ffice 'f the

C=mptroller i. Coast Guard Headquarters, Washington, DC.

[Pef. 4'

F :1lowing the August 4, 1983, revision of A-76, the

Sof r iy -f Tr ans por t aton T



TABLE 1

ACTUAL BILLETS CONVERTED TO CONTRACT:

1982 TO 1985

SERVICE CIVILIAN MILITARY

1982

ARMY 1,184 190

NAVY 889 70

AIR FORCE 719 54

MARNE CORPS 17 0

COAST GUARD 0 0

1983

ARMY 1,175 269

NAVY 3,256 382

AIR FORCE 232 91

MARINE CORPS 0 0

COAST GL'AR 0

1984

ARMY 1,051 252

NAVY 1,323 78

AIR FORCE 723 457

MARINE CORPS 18 1

COAST GARD 0 0

7



ACTUAL BILLETS CONVERTED TO CONTRACT:

1982 TO 1985 (CONTINUED)

SERVICE CIVILIAN MITARY

1985

ARMY 1,763 693

NAVY 415 69

AIR FORCE 690 190

MARINE CORPS 156 5

COAST GUARD 7

Sources: U. S. Congress, House Comnittee on
Appropriations. FY 1987 DOD Appropriation Hearings
Before oho Subcormittee on DOD, Vol. 1, Pt. 6, 99th
Congress, 2nd Session, 1986, pp. 524-525, and
United States Coast Guard OMB Circular A-76 2n!
Quarter FY 1989 Report.



Department cf Transportation (DOT) Order 4400.2C, on

February 24, 1984, which directed its operating agencies to

comply with the requirements of A-76 [Ref. 5]. The U. S.

Coast Guard, an operating agency of DOT, thus began in

earnest its efforts to implement the intent of the policy.

B. OMB TAKES PRE-EMPTIVE BILLET CUTS

To identify those billets which could be converted to

contractor performance, OMB examined the entire inventory

cf Coast Guard civilian billet structure maintained by the

Cffice of Personnel Management. From the inventory, OMB
, billets cul possibly be deleted. On

this basis, CMB then began a series of yearly pre-emptive

billet deletions, starting in 1985. In order to minimize

the effects of the deletions, the Coast Guard would need to

proceed rapidly with the implementation of A-76. Table 2

lists the nunber of billets OMB deleted each year and the

corresponding billet conversion to contract achieved by the

Coast Guard. As shown, a deficit of 729 billets now exists

as of the second quarter of Fiscal Year 19S9. [Ref. 4]

C. STUDIES AND REVIEWS OF COMMERCIAL ACTIVITIES

One of the first tasks the Coast Guard faced in 1985

was developing an inventory of its own which identified all

CA's currently performed in-house. To compile this

inventory, G-A76 issued a service-wide instruction,

inforing Field Crmands ab:ut the goals and objeatives of



TABLE 2

OMB PREMPTIVE BILLET DELETIONS/
COAST GUARD SAVINGS (BILLET REDUCTIONS)

FISCAL OMB BILLET COAST GUARD
YEAR DELETIONS SAVINGS

1934 0 0

1985 582 7

1986 333 392

1987 231 174

1988 100

1989 (through 2n: Quarter) 558 1C9

Totals: 1804 1075

Source: United States Coast Guard OMB Circular A-76
2nd Quarter Report

10



A-76, and directed them to submit a list to Headquarters of

all functions performed by the Coast Guard. G-A76 then

evaluated each function to determine whether to include it

in a CA inventory.

In general, operational units such as Coast Guard

cutters which are capable of towing disabled vessels, were

exempted from consideration, since they also perform many

Government functions such as Law Enforcement and Military

Readiness. it was decided that these functions could not

be contracted cut. The remaining functions were then

listed in the inventory, which was forwarded to OST, to be

combined in a Department-wide inventory, and submitted to

0MB f:r review. [Ref. 6]

After the inventory was completed and OMB agreed with

its content, a timetable for review of each function was

develcped. Units performing these functions were assigned

deadlines for completing a Management Study, which required

an in-depth analysis of the function. Generally, the first

item .npleted in a study is the Performance Work Statement

!p, 2 .. c:n this was the document which described e::aotly

what the function did. From the PWS, the Government then

determined the best organizational structure, staffing, and

operating procedures for what was defined as the Most

Efficient Organization (MEO) . Following this, the costs of

operating the function under the MEO were developed. The

7W s ....... ed in a competition with private industry,

11



comparing an offeror's cost to perform the activity with

the MEC's costs.

Ideally, personnel thoroughly familiar with A-76 should

have been assigned to each unit for the express purpose of

conducting the Management Study and developing the PWS.

Unfortunately, no such personnel were made available from

Coast Guard Headquarters [Ref. 61. Technical assistance

was made available by G-A76, but the bulk of the work was

done by each unit. Also, since OMB had taken the pre-

emptive billet cuts, it made the process more difficult,

yet there was pressure to have these tasks completed as

soon as possible.

Many of the personnel used in conducting the study were

inadequately trained and unfamiliar with A-76. Often, this

resulted in late development of the PWS, forcing late

completion of the Management Study, and subsequently delays

in decisions to contract out the function or keep it in-

house. [Ref. 6]

D. DEVELOPING THE PERFORMANCE WORK STATEMENT

For the individual tasked with completing the

Management Study, developing a PWS represents a major

amount of effort. Since the MEO and prospective

contractor's bids are based on this document, it must be

accurate and comprehensively describe all the work which

the function performs. To be effective, the PWS would also



need to he written clearly and concisely. Usually, there

was pressure to have the PWS completed, so the next steps
A-76 process could begin. This meant that the PWS

author would have to quickly study the function, analyze

the tasks it performed, and produce the PWS. In spite of

the climate in which many PWS's were developed for the

Coast Guard, most have proven workable and have overlooked

few tasks. [Ref. 6]

d -evl oping the PWS, work which the function performs

w... br-n -,. .int: two. broad categories (although the PWS

m.ay t be:.- ep it4in differentiating betwee=-n the two) -

Stan d - c ; , chedu:led Work, and U:s-he ,ed Work.

tandin ;r Scheduled Wo:rk is of a recurrent nature, and

car. > ........ ... in advanf- . Rou - ...... falls

under this category. The PWS usually specifies all

Standing W rk requirer, and th- frequency in which it is to

be perf-':...2. Lr .-_.

......... e, Wor-: is that tylpe :f work which cann~t he

a ccrate -ly plai.ned for , hut can be e.xpected2 tc:te over

the f_- f1 the function. Repairs, installati -a., and

modificaticrn art- exailes of Unsch1duled Work.

These two categories of work are also broken down into

three work levels. All Standing Work is Level I Work,

whi-h is quantifi11 at a fixed price, and can be included

in a contract at that price. Unscheduled Work falls into

and Iv ! ll Work. Level 1I Work includes all



repairs up to $25,000; this is also quantified at a fixed

price and can also be included at a fixed contract price.

All other Unscheduled Work is considered Level III

Work, which is negotiated as performance dictates (assuming

it has been contracted out).

Finally, the PWS must provide accurate historical data.

This affords potential bidders some idea of the nature and

frequency of Level II and Level III Work to be expected,

and gives ther. the basis for developing their price

proposals.

E. THE COAST GUARD'S ACHIEVEMENTS

To date, reviews of 77 CA's have been conmleted.

Reviews of 19 CA's ar, currently in progress, with 74

scheduled for future reviews [Ref. 83. Table 3 summarizes

overall Coast ua:2 o::nlishment tc, date under A-76. As

can be seen, si;nificant savin;-S can be realized by

"t - -r,' t- .. I:i s to c er-c rial sourzes. Note also

.. _ c e l's inhouse -any were accc-n---

wit . a reduction in the size of the original Coast Guard

workforce, an additional benefit -f the A-76 philosophy.

Of the functions contracted out, 16 were conducted on a

competitive basis, while 25 were reserved for small,

disadvantaged businesses under the Small Business

Administration (SBAi 8(a) set-aside program. [Ref. 8] All

contracts awarded conpetitively were solicited as

14



TABLE 3

OC-,A ST,,A, A- 75 ACCOMPLISHMENTS

,,- OF 21M Q T ARTER, FY 1989)

A C&'I . C F BILLETS REDUCED .7V ERAGE YE.P.LY
TA E CA, s NI. L CIV SAVINGS ($K)

CONTRA1 C 22 C 55 19,075

2ri 2-a'ter R.epcrt.

15



InvitacIons For Bid (IFB) . This was done because the

Government was also a bidder based on the MEO, and would

have had an unfair advantage in a negotiated contract.

16



III. PRESENTATION OF DATA

A. SELECTION OF THREE CONTRACTED COMMERCIAL ACTIVITIES

To conduct the indepth analysis to discern some of the

factors causing cost increases in Coast Guard contracted

commercial activities (CA's), three such activities were

selected. To determine the degree to which a CA's

.. . e:-::ty =yir~~zf... ....these cost increases, the analysis

7z stS2e f = i ti -P ccmplex, moderate- acnmx,a

-Bas Hcn -1-in--,l HHe.s n, , Flu Housin ... nenance

r; ~e:-: CA, which include3 much

standin; ... funS. hIed work, both in roughly eq-:a

prcp:rtis._ G.... n Diego Ecod Services represen:ts a

... yerate ., C! ch,.. contains mostly standing work

b:t a: I St:in n small degree of unscheduled work.

S_ Ser -eatle Gate Guard Services represents a

r i:e at . A, wh, i.ch lists primarily standing worr:.

:nput fro w-A'7 T-'as solicited and considered in the

ct eti n zr- ss. A, to ensure data availability t-

get an idea of program effectiveness, the CA's selected for

study had been perfcr.ed by contractors since fiscal year

1926, providing over thr.e years of data per function.

17



B. BASE HONOLULU HOUSING MAINTENANCE

The organization performing maintenance of Coast Guard

Pas- on.:ul"'s family housing had 292 units und=r its

responsihility on the Island of Oahu in Hawaii. These

units included both enlisted townhouses and officers'

quarters at Kia'i'Kai Hale Housing area, Senior officer

quarters at Wailupe, and the District Commander's Quarters

at iamond Head. [Ref. 91

When the funotion was being performed in-house, the

:aat surd_ maontaine..a work frce of 10? e--Iyees..With

h.. . E r. n .. .st was $5,056,4ES8 ove r

a fi.... year peri. or about l ...... 4 per year. [Ref.

riew X f --his ion indicated that it

Ba-z ~ ~ H.~ z n a, 2-t e-

..... .an e e..ani _ --- - -

Three >i:.tenanoe Mechanics, WG-8.

-- O ..... orliin, WG-9.

- ne Pluber WG-9.

Plumber's Helper, WG-7.

On: Painter, WG-9

T' Helpers, W-



- One Gardener, WO-E.

- One Off-::- Se-retary, GS-5.

- Tcta- -f 12. r 121

The estimated cost of Government performance of the

function under the MEO was $3,725,522 over a five year

period, or about $-45,104 per year [Ref. 10].

The Perfc r.an-e Work Statement (PWS) was developed by

Base T-zn- u . persznnel inaccordane with Office of

Fe-i F r.Pa.-ph.e t Number 4 "Wr itin and

?:tah~~~r ih~ t? . .. . "

.- ~ -41- - -- - a - r

S. . ~ -t- - . .C - l- avin - s-: -.

. . .. .. .. . . . . .. . . . .. . . . . . . . - , . . . . . . .I _ - .

.. . . . . -..= .. . . . . .. ...-- - - - - - - -. ....-- - - -.-- - - - - - .'

-------: "-- - -.. . -- - -------. - --

-- - . . - . 1. . . . . -** -. . . = ..

C..- ..... y, l:er al°.- r s s s w r

r-_c _i'.=i. r'_- i .. .. - .sd " A wasi 1e Irw hi d

. c .. ...... .. . ..... -.. o .er f.l- y -r _ "o "



cn the Island Lf CLhu. oprotests werE fiL ed thc

sonraot was awarded tc 2WS on 17 December 1985, in t-

an unt $f S1 45,700 for perfrance terhe period February

1, 19S6 through September 30, 1986. [Refs. 9, 14]

During the period in which contract performance began

until present, twelve contract modifications have been

"ssuEed 'Ef. 9 Table Four lists each modif--atio in

detail.

C nction was contracted Ii  b he-

-~ - --- s ant cntr aot,or have >,;' -
'' ' bec' , -.

. . .. . " A ..

. ..... t - _ -. . . . r - - . . . . . . . . . . .

.--e efi .... y staffed, took icgrt eLn.-:

a a s to SoZlain a-E ..-

.- ti7s we--r- generally within thcs Si itI

" vC w ,r perf w a

who reoeived sei.



T A BL-E 4

MO-DIFICATIONS TO CONTRACT DTCG 34-85-B-00119,
MAINTENENCE OF FAMILY HOUSING,

14TH COAST GUARD DISTRICT

MOD AMON O '77CF CONTRACT
No. AT F INCREASE TOTAL REMARKS

17DEC3S5 136" 126,000 CONTTRAlCT AWARD DATE

I Ai FOP.

O-RDEP.E2. INI FU"-'yF

c R21. VI C E C H-'%1 (GE

FW2

ISJULE :63,CZ fl15.~S NE 'XiE-F: EXTE::S:C:,FO
PERIOD, 1OnCT35 TH R U
30SEPS7

INCOP.PORATTOX: CF C

"r62 -F 2S1-~r

$S -T -!-,,-' I

F" TF :lcTi BE

vONOLULU 7 r.

D2C-L WAGE DTRPSO
35-1 ~cc3

ICCE7 IC EE 51,21 ONE YEAR EXTECTO
PERIO1 cD IO'3~TK

30 SEP2C



MODIFICATIONS TO CONTRACT DTCG 34-85-B-00119,
MAINTENENCE OF FAMILY HOUSING,

14TH COAST GUARD DISTRICT
(CONTINUED)

MOD AMOUNT OF CONTRACT
NO. DATE INCREASE TOTAL REMARKS

8 2DEC87 FUNDS AVAILABLE THRU
31JA: 38 (OPERATING
UNDER CONTINUING
RESOLUTION)

9 , DEC- 2 -,CHAIC.E ACCOUNTING AND
APPROPRIATION l A TA"

..... ;. ...... ASF I !TY
E HTEN THO

30SEPe2, ACCOUNT =- AND
APPROPRIATION: DATA

OPERATING

Il I "A "-- INTCORPORATION

CC! TR "C T FS RICIN'G
PROPOSAL FOR EATH TUB
F. E P 1A C EM ENT

02T 7 % "fOT~, C ONE YEAR E-TE---!IC' FOR
THE PERIC- IOC% ... U
20SEPS9

Sour: Csntract file for Base Hono-,ulu," Family
Housir ai-tennance, Contract Number DTCG 34-SE-B-

....... a - at ',aintenance and Logistics Conmmand,
Paoi:=' - Alameda, CA.



Z vnrn.ent .r.ani7at in mn:ved out, complaints about slw

response e-a. less. [Raf. 12]

. ci.trac- is written, there is no method to

take deductions for sub-standard performance. If the

contractor does not perform to the level specified in the

contract, the Contracting Officer does not have many

alternatives to prcvide an incentive to improve. In

practice, the Contracting Officer's Technical

Feprese,.nt,. ...... ] has generally given the contractor a

.. ccrrezticns especially during the

era- stages of t,: contraot. Fortunately, DWS has proven

^ w.. .'-"--s .- to

t: b: a oons -:o:to_ rforer and has made eforst

inprove. Hoer, f:z a recalcitrant contractor, including

,. -- .. ..- - -'.- r=- :. - pro d a 7eans for t-.e

-- g 2 "er_, t: get the contractor's attenton to

-- -------

-£Y ?.~rnc..t Fmish- -;ui• en 'CF-

...... "-,- - -sv-. _ k _rn h , E,.. . . ..

ntabilt ..... t-seit s. Although no inventcry has

----- h- ------ - began erforance, -.any hand

to-^s suo- as : -'i saws, and other snall high-

....lar :_=----- nt are suspected of being

4-iS~l a r a-



Finally, the COTR and Housing Officer both

de.i... a lack of administrative contract support from

the Ad.-.istr-ative Contracting Officer (ACO), now located

at Maintenance and Logistics Command, Pacific, in Alameda,

CA. When this function was held locally in the Fourteenth

Listrict, the ACO was thoroughly familiar with the contract

and visited the project often. The current ACO has never

visited the site. Further, contract interpretations either

are s. -- -ate alaya, =r are nev'er ra-e-1e.
= iea Areas yified h the tract..

_.,:r __ t E c c tra zt r rep::i-ts .... t-*s==c i_ n in

-- , ... r" at_. }:awever, tey, to:, see s..
L-_f ... n ... he n tr a -z th .,

areas " :..rzve-ent- cculd be made. Although none of

these areas identified are serious enough to seek relief

... :.... they hc ... d be addressel. rP- =

h. c n -r .t , , , h ....s exer ien ed rr z .-

or -- s a be: the physica' istan:e

ct-,-Tener thir wor:site and the Contractino ff:zEr t: be a

ro.t C -u: F :rei.e a relu-tan ... c n the_ t , e

Contra : nr - ri" toa becocme invclved. As an e:.:amPle, the

ontra ct 2-'f -i iof "appliances" and "equ . t '4 s not

:lear. The contract does state that an appliance which

7e::-e .- r: - will be rep aced by the Gcvrn..ent

while e . an t" which becomes unserviceable wil I e

replaces -y . tractor Th S Cfficer .... d T-
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v!7hSe ;. ianoes A 1.tt r written severalvi ws = - ... .s S l-

mon ths ag: t th. Contracting Office .  requesting

:.arificatic :r. this ""n remair-z. -- swered. Ref. 15

Delivery of GFE and Government Furnished Material

(GFM) is difficult to plan for. Perhaps because of the

distance and the routing that GFE/GPE must travel to get to

Hawaii, it takes a long time for these items to arrive from

t- date of order. Of course, late arrival causes schedule

F i t, S - -z* _ -- C . . . . . . .

..... Z . ... :=:_- -- -... .- - - - -... - - - - , - .. .

O~icrH~~i;2f'cer, a n t he -C'TP have

.. t k . .. -_= rl] _ .... . ... . ... . _~ r. The y h.ave 1-e -.

ta ... vricu: --- r =f the Housing fice but

...... if Tht r:n- _tually had th ...th...

........ .... resp-nsibilities would help r..._e

T -::': ... ..... :ut:.... e-s : ve ntra . at he_ :nts..nyL h'ilcscphy tr

C. GROUP SAN DIEGO FOOD SERVICES

The gal'ey at group San Diego was responsible f:r

. . g 7 -s P ; _ ersrnnel as we'! as a ';:--a~n'

a: Ai tation n Diego an attahed pat

...... . . .. .. ... ..... s e d p _



authorized meals from the galley while training or

otherwise functioning in an official capacity.

Occasionally, transient personnel, such as air crews from

other commands or crews from visiting vessels would be

dining at the galley. [Ref. 16]

The number of meals served for the one year period

October, 1983, to September, 1984, were:

- Breakfast - 15,171 (average = 1264.25 per month,
standard deviation = 91.77 per month).

- Lunch - 24,248 (average = 2,017.33 per month, standard
deviation = 138.33 per month).

- Dinner - 11,915 (average = 992.92, standard deviation =

78.28 per month) . [Ref. 16]

The authorized hil'et structure for the galley included

the fllowing Subsistence Specialists and non-rated

personnel:

- One Senior Chief Petty Officer.

- One First Class Petty Officer.

- One Second Class Petty Offizer.

- Three Third Class Petty Officers.

- Fzur non-ratel, Mess Cooks. [Ref. 17]

The Government estimate to perform this function was

$1,596,269 for a 4.33 year period, or an average of

$368,370 per year [Ref. 10].

After review by G-A76, it was decided that the function

should be contracted out to a firm under the Small Business

Administration's (SBA) 8(a) set-aside program. The SBA
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pr oai e fr::., Aleman Fc-d Service, San Antonio, TX, to

Ne ctia" cn-s were conducted at Coast Guard

Heaf2q. a3rters, W gshinjt:n, D.C. The Contracting Offier

negotiated ar. estimated price of $106,020 for performance

over a period of four months with four one-year renewable

options priced at $31S,06C per year. Total estimated

contract price was $1,376,20. Payrent to the contractor

wculd occur .mcnthly, based on the actual numbers of each

-.eal (re a:kfast, .: , and nir e s ervEd. A sche f of

e9n, r--nnieng 'he f 'l'l

--- r i -- - f IC: "- "%- -.- 'i-ve lists each --dii: tio

-. C:., .. : .. _ -'o .....t.z of the Con.tract

I.. .- - --- .. .. .

- -' . --.. . h

-.....------- sampling conducted as per the

..n rtaC hasZ r ea l_ ;enerally e:.cellent servce

....'-............. has vrovi -s--~ s deductions due to

f ry orfr:r.-:, th--re has never been a need



TABLE 5

MODIFICATIONS TO CONTRACT DTCG 23-85-C-60003,
FULL FOOD SERVICES,

COAST GUARD GROUP SAN DIEGO, CA

MOD AMOUNT OF CONTRACT
NO. DATE INCREASE TOTAL REMARKS

3CMAYS5 1C6,020 106,020 CONTRACT AWARDED

2 -,,vo r CHANGED CONTRACT NUMBER

CHANGED ACCOUNTING DATA

2 JU5 ID , 9C r9 :R.I.T APPLIED TO
CONTRACT FOR
SUBSISTENC AND
EXPENDABLE ITEMS
ALR.EADY Il INVENTORY

A 2T35 2i2,261 413,220 ONE YEAR EXTENSION FOR
DERI-,, I OCT.. TH

3CSEP 8G

7FEE rr INCORPORATE DEFAF.TIE::T
C" LABOR ' ... WAGE
DETERMINATION £-12E

........... 4 .7 .-1 A _ INCREASE DU T
DCLWAEETEMNTC

I~ ~ c72? G3, ADMINI STRATIVE
MODIFICATION, CRRENT
OBLIGATION GREATER THAN
SUM OF NET IN"VOCES AND
ESTIMATED INVOICES

3 2SPSC C ,2~ 27,7E5 ADMINISTRATIV
NODIFICATICN, CURRENT

OBLIGATION GREATER THAN
-i OF NET INVOICES AND
ESTIMATED INVOICES
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'101-FCATCNS= CNRmACT DTCGv 23 -85-C-60003,
FULL FOOD SERVICES,

COAST GUARD GROUP SAN DIEGO, CA
(CONTINUED)

MOD AMOUNT OF CONTRACT
NO. DATE INCREASE TOTAL REMARKS

9 20CT86 INCORPORATE DOL WAGE
DETERMINATION 85-

1050(REV.1) DATED
23MAY86

:0 :O- '12,06c E96,825 ONE YEAR EXTENSION, FOR

2CCEP8.

. .. . .. . ... -r.W A _ .......... . . . .
or" a -1-W - - .. .... . ....

'--7 ' ' CATDRE CSTS

M:: IFI-ATICN, CURRENT
SL 'T3F? E REATER T- H A

-- !' E' s 2 L

ESTIMATED VCIC E S

.. U..... A.ILAL THRU

31JAN88

S .-'B2 3, 7= ??5,223 WAG INCREASE DUE TO
DCL WAGED

CH-AINGE ADDRESS FOR'P

M AI L I r 1- CON 4T R A -TOCR'
-HCKS'~'



MODIFICATIONS TO CONTRACT DTCG 23-85-C-60003,
FULL FOOD SERVICES,

COAST GUARD GROUP SAN DIEGP, CA
(CONTINUED)

yNOD A MOUNT C F CO0NT RA CT
. 'C CR ESE TOTAL REMARFS

cc OCT 2, 1, , 2 O2TE YE r.. EXTENSION, FOR
PERIOD I (-OC s' THRU
30SEP89, INCORPORATIUN
OF DOL WAGE
DETERMINAT:OM
1050(REV".3. D AED
14AUG87

I2 CRP PA TE NEW
SCHEDULE OF MEAL PRICES

-: ... :t i f:San Diego F-I: Fcd
... ...... er C-6C 2 located

nL .......



to t.. this act-in. The gl ey is naw z1aner and m.re

i . p r: rrIng this contrast, the only problem that

Group San Diego personnel encountered was in trying to get

an interpretation from the Contracting Officer at the

Mai-tenance and Logistics Co-mand located at Alameda, CA.

Ac an exan.,l-a_, the Group wanted to hold a unit cook-out for

crew morale, with fcd and services being provided by Group

personnel" This t.l tend to disrupt the contractOr's

"eal count if ur S, canoe, un-.r the contract. th -.-...

a ------

a... .-- - -r _ -- h -. I" e y . . .wil.... . -" - l
..... .. ' ht -....-

--- - - ---- -- s-- - - p c r - - . -r Z. h s

r.. . .- h _--C.

4- th PWS have beer. id,-.-tiie , which% wil,, b

...... 4-_ c---_ th. next solic'iat on -- ,-

.---------------- Prceptior. _ th e Cct-nct

-. . .. .a cr is sa is ~ . . .i° .. .p< .......... .

hs_ ......... <: _ "..e- contractor 's supervis:r c.n -_ °

I--...-- - - - - - - a ---v--. -A



Petty Officer Subsistence Specialist, he performed the same

basic function at this same galley under Coast Guard

manning. Therefore, he knew exactly what the customer

expected and the best way to have met those expectations.

[Ref.18)

In performing the contract, there have been no

major problems. Aside from the problem that surfaced in

paragraph C.1. above, the only other area which needs to be
resolved is food services provided fo- V siting

di;n itaries, such as flag -fficers or equival .- civilia.

personnel. The F S does not discuss this event, but the

command Prefers tc h-ve meals served to the c f f. a party

at their tables rather than subject th.m to standing. in th

chw cin. 7h intractor is not staffed f rc- thi ... S,

t - _ .. .. . .- so requests. in--' . -. .._

e vent in I h nol e the :x co-ntractor e _o

thi's re X-. :.._t on ..... able to Plan r it. _

D. GUARD SERVICES AT SUPPORT CENTER SEATTLE

Thc org an icIn ov i d i n gu-;a rd servicels tu;t

C t St I responsible o r p o v providing protection of

tFe Center. Property to be protezted is located all at one

Wit a t t al of 15 acres .of land, si% buidi-.s,

watErfr-t, 15 tenant commands, and one

barra:-s. Access to the Center is through the gate.

.. he trn:. --a. f rmed this fn=ctin



f. I.. c vian workers forning the work

Swith ief Warrarnt ficer acting as a Supervisor
z _,-a c by th

f. . . Th -t-,- cost rf e r a the

Government was $1,3 39,567 over a five-year period, or an

average of $267,913 per year [Ref. 10]

......... by G-A76, it was decided to contract this

fZncticn o t r te Smal Business Administration' s

'SEA' S a, pr gra for sn i sadvantaged businesses.

zo... ic-s were .: .. : by the r......f - -n ::-er from

-- I.. . ---- ------ W !....

... . .. . . thi; .... .n: tn ; a .. ....a w rad

. .. C:, "ls in n In " _ , a . bth:
19,251 r: ---- - - -

h . s -n, th ccntract is successful, anf both

t.: -is.... . .. .. ..ac-7- a re S a t I-Sf - . Be c-a,,-: s .

Wed fairly well in the h, ere

ll,-P -. 1. e 7_. s between th Govn-.nEnt a. the

rn : he P 2 is c-, npre-hensive, there

- $C - C .- t '- -- -''r -



TABLE 6

MODIFICATIONS TO CONTRACT DTCG 33-85-R-01862,
GUARD SERVICES,

COAST GUARD SUPPORT CENTER, SEATTLE, WA

MO AMOUNT OF CONTRACT
NC. DATE _:::REASE TCTAL REMARKS

4SEP85 23,2 230,852 COT AWARDED,
PERFORMANCE TO BEGIN
1OCT85

CEANCEr~ INCNRCO'

MAILING ADD RESS

l-An , .. n-.- ,- L ... WEAP

BEARDS

IOCATI=ONS .OF DININ
r'A- vtflrEf.TIFS fEY

1*1VAIC, BLE T-

..... 02.. . 432,702 ONE YEAR EXTENSIOC-N £7 -

Yr-ntog I' '

"= " DEPAtRTMETT -
(DOCL) WAG E

D A T AD I...c77 2,

Y~i C-R O ITE iliCI 0 ''C nl ff

DEPTM ETEE OF LABO
(70 WAGE7



MODIFICATIONS TO CONTRACT DTCG 33-85-R- fl1862,
GUARD SERVICES,

OAT S UARD SUPPORT CENTER, SEATTLE, WA
(CONTINUED)

.... A"OUNT OF CONTRACT
.. DATE CREA E TOTAL REMARKS

9 lEB% FUNDS AVILABLE TRU

.. ... :: ,14 5 I , EQTBL' E PRICE
ADJUST..... ... ACTI.

7AM EN1vT OP -:7-
INCREASES AUSZ D,-. DCL

WAGE DETERMINATI
57$19;ZI,973 FOC)R

PERIOD OCTS9 TRU ,

PEROD TOOTR TRU

4 I ~ '~~' ONE YL EXTE'", -- R

2, r' E C

t file fcr S4p7rt Certer, S£cttle,

Cr a ,t -...._ T -1 5 n5- - 962,
:cczt£ at Maintenance and Lcoistics C:,mmand,



Officer. However, the COTR has not been designated in

writing by the Contracting Officer. [Ref. 20]
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IV. CONCLUSIONS AND RECOMMENDATIONS

A. CONCLUSIONS

I. Based "n the data gathered from three Coast Guard

csmmercial activity functions, the primary reason for cost

increases are wage increases from. Department of Labor Wage

Determination Adjustments. In Cnly one instance, cost

.-:. ale -' u: .nrozes these cost incz-azes.

. . wa raised a tct =  c 4 9 ,@ .... ..E

-Cou T- u 1r - ---ccntract was r~os__ a

tot-oi o.... f.u t Center Seattle, th ard

S e r......rac rs c tres a 5 ,4r52.

-.: ...... .. .... e ...... .t the findings cf a _SQ

.z~........ no .a.cu under A-76. Thy f Dun

_ an w.= ..... _.aa-crt-ste."
2.z - - --.---....-. -"

h.. A..t -f IP5, as ammended, (41 USC
251, t seq.', requires Federal contraotcrs to pay
th..-i: e.-_ eS not less than the prevailing minimum
wae a s d ter7ined by the Department of Labcr, based

... e work and the locale. Contraotor bids
an n i- hus e cost estimates do not include costs for
f z e noreases. Ccnseuen tly when the



TABLE 7

SUMMARY OF COST INCREASES
TO CONTRACT PRICE

F!ASrE HONOLULU'
HCUT' % MA I TMENITCE

YE!A', 1: 1FEBo22 THRU 30SEP26

"CREAX-D WCRF: 7rfr

YEAR 2; 1OC2 TP 3mSEfDS 7

-~ -~. ,-J~,,3CSEP83

WAC NCP.EASE2-: $20,6-

TOTAL FO.YEAR: $2c,co2S



SUMMARY OF COST INCREASES
TO CONTRACT PRICE (CONTINUED)

GROUP SAN DIEGO
FULL FOOD SERVICES

YEAR 1: 1JU..5 THRU 30SEP85

, ITREASE2 THiS YEAR

T2TAL FOR YEAR: $7,51

YEAR 2: OCT86 THRY 2'- SP- 7

WACEr TNCREASES: SI,

TTA L FOF. YEAR: S ...

TOCTAL FOR YEAR: $,75.



SUMMARY OF COST INCREASES
TO CONTRACT PRICE (CONTINUED)

SUPPORT CENTER SEATTLE
GUARD SERVICES

YEAR 1: 1OCT85 THRU 30SEP36

T T L FCR YEAR: $19,272

YEAR 2:.I.. THP'- =-

WAGEl I~CESS $1 2 83

T' A L FOR YEAR: $11,213

YEAR2 1CT=7 T "27-7r,22

"AGE NCESS ~ 27'

TCTAL FOR YEAR: $4,2

.4 /



prev.ilin mirnim.u. wage increases, ccntracts are
.ified td r i . . .. contractors for the increased

wages. r...2 pg. 2!

. _Despit the above cost increases, contractor

performance of each function is still more economical than

if the functioni wer= I n,1 in house. To make this

comparison, a hypothetical Government organization was

developed, based on the MEO or the Government wcrkforce in

existence at the time the function was turned over to the

can I z. I C was cl ...ate using the c r .t Federal

Dc :_1_ C::... :: s pn;" ccc: . ... G 7-- assif 2_ ' _'- - .

z':c...... ..... ..~' C h .... c.l..c........ fie

_ s -. .. ....... .. . hz .i ,. a I e a S - -- --*ey

t. es.... e ......2 :urs ;er year was used.

....... .... litary"= bill ets-, equival'n p0;y wos calculce_

.C> --2 : Zty pay scale, n7ud-:n ga factc -f r

FICA. :7' v servic f:- each

Z- 1- a Sm~i was h t a i.-e fc. G-T to

-- i -Retremenr was esti.ate/ _s - %

:f haze -, ..- FICA was estimated as 7.15% of base pay.

B - A' ..- Quarters, and Basic Allowance for

S- .s afers were also included in t he

ee aTe -r:cedures were followed by the Deast

a_ rJ -d t::._ r in~ cst comparisons. [Ref. 22]

4'



Table S compares the costs of the function as it is

currently being performed w.h the costs of the
hy-C ''l sthoal

h ...thtica Government organization. As the Table

demonstrates, contractor performance is still more

eccnQo::l . Ithough lipartz&tt r- L.Lur wage

determinations have forced the contractors to pay their

employees more, Federal wages have also increased. This

has tened to preserve the cost advantages which the

c-ntractors enoyed in the early stages of their respective
co:n tr-a ctos n _

3. The ....! ar cannot eaSily return to in-house

r......an.s .,..:o aunotion has been ontracted ut under

_ F .. rt,...oillet. to r ..nction

.. ed .o bo -.i:d, e-- frr some other area in the

Service or, muoh less likely, from 0{B . The Coast Guard

4P a oi abe for rpormo;

Cboinin; :._ nal billets from CM rEq: res the

der. Dnstot:-n of a need that :ih.  e *atr difficu_ to

substantiate.

S=_ ..n, to go..ernm..nt esti.ate would automat ': : ally

b- incresed-d by 25-percent for capital improvement. in

recorpetin a .u.ion, the Go-vernment is at a distinct

disadvantage. For all practical purposes, once a function

is ntracted cut under A-76, the Coast Guard will not be

able tc brin it back tc in house performance.



TABLE 8

COMPA.ISON OF COST EFFECTIVENESS BETWEEN
HYPOTHETICAL GOVERNMENT ORGANIZATION

AND CONTRACT PRICE

FAMILY HOU7 .. .... AN :1:52
____ _____________ AINTENAN.CE FL O RIE

E TT- A. ..E C .... T-

CU'RRE:-?T YEAR

CURRENT YEAR

CONTRACT PRICE: 118_053.09

CURRENT YEAR SAV'IGS: 10523.10



B. RECOMMENDATIONS

I Thc oast Guar should conduct a study to determ'ni-

th fl 4-- contracting out functicns under A-7C.

TI th sIs shows that the Government recognizes monetary

savinaq under this policv. Howpver. +he effects of reduced

flexility, loss of opportunities for shore rotational

tours, loss -,f training opportunities (especially for

Subsistence Specialists serving in shoreside food service

4Fi. es . .nd t he r negative " ts C ased hy

..... t f ... ,. perfc.ed =-c. Cuerd

.... n These _nknwns ned to . .bter

.... ~to c d : f c t ,ma n y r --

fir.- fied pri contracts. Althou,-h the three contractrs

S.. always guaranteed t- have s- ohlu- in

.in,:: ct pr :on<pro vides a .eeans

s/hs i:Ll " _/# -: - -. ]: ...... ...v n .

3. Contra-rz Officer's Technical Representatives

a ll... . receive proper training. None cf the

three i for this thesis had received any training

:e.-t--hz-.j:: tr ining.

4 - a 4 ni'- e-ance and Lgistics .... and.. M (L

I. . . ,- ... ci f c- -. .... ' -az:t a dr.i'nist:-sitn,

4 4



:spe~irlly i& the area of contract interpretation.

Requests for clarification of certain portions of the Base

H.c.. -. I--... Fa:i ly Housing contract and the Group San Diego

Full Fccd Services contract have not been answered.

Howeve±, in all fairness to the MLC, while conducting

rescoroh there, the authcr noted that the Contracting

Cffic-.s all se,=ed to be overworked. The office would

benefit by t. ad:-i,.n of another Contracting Officer

vi
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