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ABSTRACT

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

directs all Federal Executive Agencies to rely on the

private sector for goods and services. The United States
Ccast Guard, an operating agency of the Department of
Transportation, 1is reguired tno c<comply with 2A-72. Manvy

believe that Government contractcocrs performing functions

contracted out under A-76 incur excessive cost growth over
the life of the contract. This thesis analyzes “hree zuch
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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."”
[ref. 1:p. 1]

In 1966, the Office of Management and Budget (OMB)
formalized this policy in its OMB Circular A-76. The most
current revision to A-76, 1issued on August 4, 1983,
reiterated its application to all Executive Agencies, and
specified a numrber of tasks to be completed by all. The

>

gocals of A-76 were to:

- Achieve econcry 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 1in existence for nearly 30 years.
Despite this, the Coast Guard had no formal process to

carry out the requirements cf A-76¢ and had made minimal
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potential deleticn in  1983. This representel a cut in

manpower c¢f about 11% of the Coast Guard's fuvll-ti
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billets (the service had roughly 38,250 active du

H

military ard 5,600 full time «civilians) [Ref. 21.
response to this increased pressure, a new branch, G-A7§¢,

was created within the Comptroller Division of Coast Guard
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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:

- D=velop 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
Efficienc Organization (MEO).

Trhe fcllowing primary research gquestion is:

1. What are the causes of cost increases experienced by
Government contractors performing CA for the Ceast

~ Ao

- oA Tl -

Thz fcllowing subsidiary research questions supplerent and
supparr 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?

(2




C. SCOPE AND ASSUMPTIONS

This thesis will analyze three Coast Guard CTA's, where
costs of performance have increased subsequent tc contract
award. Since the Performance Work Statement (PWS)
specifies exactly what is required under the contract, the
thesis will also examine PWS dcficicncies that may have
contributed to <cost increases after contractor performance
begins. I+t will address some of the problems encountered

in administering CA contracts.

D. METHODOLCGY

The res=zarcher gathered data from three szcurces for

this thesis. First, ts compile background erd historical
inf-rmatizn on A-76, a comprehensive literature search was

conducteld. %4 -ustor biklicgraphy was requested from the
Defense Logistizs Studies Inforrmation Excharge DLSIED in
Fort Lee, VA. Faczilities in the Dudley Knox Library at the

Naval Postgraduate Scho2l in Monterey, CA, were alsc used.

“z gain an understanding con  current A-76

pslicy, te¢lephone interviews were conducted with perscnnel
from Coast Guard livadgnarters in Washirngtcen, DC.
Departrent o¢f Transportation {DOT) and Coast Guard

directives were also reviewed.

ct

he three

[

ot

Finally, v conduc in-depth analysis of
Ch's, fact-findirg visits were conducted at Maintenance a.d

Logistizs Czmrand, Pacific, Alameda, CA; Fourteenth Ccast

fis




Guard Dies _ict and Basc 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 Suppeort Center Seattle,

Seattle WA.

E. THESIS ORGANIZATION

The thesis is divided 1intc four chapters. Chapter I
przvides an  1introduction to the A~-7€ philosophy and the
Jues*icons t2 ke answered i1n the thesis It alsec includes a
disgzussicn on the method:ilogy empleoyed in the thesis

IS
1
1

Craps=y II presents rackgrcund information on the CA/A-

T& progran and diszusses the Ccast Guard's 1nplementaticon
~F ¥ - - vy
cf the prigra

Crapter I’z rrovid=s a: in-depth analysis and
interpretalicn of the data gathered con thresz Zcast Guard CA
progsrars

Finall, Tragter IV prcvides conclusieons and
recsomrerniations.




ITI. BACKGROUND

A. THE COAST GUARD IMPLEMENTS OMB CIRCULAR NO. A-76
In 1366, OMB issued its Circular No. A-76, permanently

establishing the Federal policy for Government performance

cf commercial activities (CA's). It was revised in 1967
ar.d 1279, Following the 1379 revision, the Coas*t Guard
cgtimated it wculd need at least 60 full-time erploy=es to

Tarry cut  A-76's reguirements. At the time, rno bill-<s
~=r= available f2r reprogramring, and OMB had rnct zraznted
“he Service 23i3iticnal billers. Therefore, “he Toast
CTuzard's official position was to take nc acticrn. Tzkle L
Torpar=s the  Toast Guard's efforts in contracting cut TA's
withk *those of rer sister Services. [Pef. 4]

-
ai
«}

Cun o August 4, 19223, A-T76 was again reviszd, simplifyil

and clarifying core cf its prccedures, and < rnmaxs
irplerentaclicn <asier for Federal agencies Alsc in 1227

oMz srarted  the Ccast  Guard an additionzl 20 billets 1E
civilian and f£ive military, to be used for carrying cut the
requirersents c¢f A-76 With these new billets, an A-76

preogram office, G-A7F, was established in the 2ffice 2f *he

.
>

Tzmptroller  In Coast Guard Headquarters, Washingtcn, DC
[Pef. 4.

Fzllcwing the August 4, 1983, revision of A-7€, the
TEfIoe of tY . Seorvitary 2f Transportaticon DSTH issued

£




TABLE 1

ACTUAL BILLETS CONVERTED TO CONTRACT:

1982 TO 1985

SERVICE CIVILIAN MILITARY
1982
ARMY 1,184 190
NAVY 889 70
AIR FCPRCE 719 54
MARPTINE CORPS 17 0
COAST GUARD Y 0
1983
ARMY 1,175 Ze9
NAVY 3,256 382
AIP FOFRCE 232 91
M2PINE CNORPS 0 0
CTCAZT GUAFRT ¢ 0
1984
APMY 1,051 252
NAVY 1,323 78
AIF FORCE 723 457
MARINE COCRPS 18 1

CCAST GUAPRD « o




ACTUAL BILLETS CONVERTED TO CONTRACT:

1982 TO 1985 (CONTINUED)

SERVICE CIVILIAN MILITARY
1985

ARMY 1,763 593
NAVY 415 gea
ATR FORCE £90 130
MARINE COPRPS 156 5
COAST GUARD 7 "
Sources: U, S. Congress, House Committee on
Apprepriations. FY 1987 DOD Appropriation Hearings
Before (h:z Subconrmmittee on DOD, Vol. 1, Pt. 6, 29tk
Congress, 2nd Session, 198€, pp. 524-525, and
United States Ccoast Guard OMB Circular A-76 2r.d
Quarter FY 1982 Report.

0




Department <c¢f Transportation (DOT) Order 4400.2C, on
February 24, 1984, which directed its operating agencies to
corply 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
centractor performance, OMB examined the entire inventory

cf Toas:t Guard civilizn killet structure maintained by the

[}
th

£
“

e of Perscnnel Management. From the inventcry, OMB

[WH

o
t)

(@]
(@]

Fillets zculld possibly be deleted. On

in
ot
4

- -~ - A
iTatz3 that &,

&

this basis, CMB ¢t 1 began a series of yearly pre-emptive

oy
1
le)

Eillet deleti tarting in 198E. 1In order to minimize

it

o)

CLE,

n

the effects of the deleticns, the Ccast Guard would need to
proceed rapidly with the implementation of A-7€. Table 2

lists th

48}

nurker of billets OMB deleted each year and the
corresponding killet conversion to contract achieved by the
Cocast Guard. As shown, a deficit of 729 billets now exists

as cf the second guarter cf Fiscal Year 19¢2. [Ref. 4]

C. STUDIES AND REVIEWS OF COMMERCIAL ACTIVITIES
One of the first tasks the Coast Guard faced in 1985

was developing an inventory o¢f its own which identified all

CAL's currently perfocrmed in-house. Te compile this
inventory, G-A76 issued a service-wide instructicn,
inferring Field Ccormands about the goales arnd cbjectives cof




TABLE 2

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

FISCAL OMB BILLET COAST GUARD

YEAFR DELETIONS SAVINGS
1984 0 0
1685 582 7
198¢ 333 392
1987 231 174
1988 100 243
1929 (through 2nd Quarter) tEeg 1¢¢
Totals: 1804 1075
Scurce: 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 functicns performed by the Coast Guard. G-A76 then

evaluated each function to determine whether to include it
in a CA inventory.

In general, operational wunits 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

)

adiness. It was decided that these functions could not

©

»

+

ntracted out. The remaining functions were then

re
o
§]
O

listed in the inventory, which was forwarded to 0OST, to be

combined in a Departrent-wide inventory, and submitted to

After the inventory was completed and OMB agreed with

its content, a timetatkle for review of each function was

develcped. Units perfzcrming these functions were assigned
deadlires for completing a Management Study, which reguired
an in-derth 2nalysis ¢f the funciticn. Generally, the first
iten czrnpleted in a study 1s the Performance Weork Statement
PW3', =zinz+ this was *the doccument which described emraztly

what the function did. Fror the PWS, the Government then
deterrined the best organizational structure, staffing, and
operating procedures for what was defined as the Most
Efficient COrganization (MEQ)}. Following this, the costs of

operating the function under the MEO were developed. The

"y

WZ was  then uzed in a zompetition 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 cf
conducting the Management Study and developing the PWS.
Unfortunately, no such personnel were made available from
Coast Guard Headquarters [Ref. 6]. Technical assistance
was made available by G-A76, but the bulk of the work was
done by each wunit. 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
scon as possible.

Many of the personnel used in conducting the study were
inadequately trained and unfamiliar with A-76. O0Often, this
resulted in late development of the PWS, forcing late
comnpletion of the Management Study, and subsequently delays

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

D. DEVELOPING THE PERFORMANCE WORK STATEMENT

For the individual tasked with completing the
Management Study, develcping a PWS represents a major
amount of effort. Since the MEO and prospective
contractor's bids are based o5n this document, it must be
accurate and comprehensively describe all the work which

the functicn performs. To be effective, the PWS would alsc

[
o
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e written <c¢learly and ccncisely. Usually, there

was pressure tc have the PWS completed, so the next steps

(¥

~ the A-76 process <cculd begin. This meant that the PWS
author would have to quickly study the function, analyze
the tasks 1t performed, and produce the PWS. 1In spite of
the ciimate in which many PWS's were developed for the
Coast Guard, most have proven workable and have overlooked
few tasks. [Ref. 6]

In develeprping the PWS, work which the function performs

+,

tz two broad categories (althcugh the PWS

may not te explisit in differentiating betwzen the two) -
Standing, s Schedilzed work, and Unscre?nled Work.
Standing cr Scheduled Werk 1s of a recurrent nature, and
zzr. b plarnned £y in advancc Routine maintenance falls
undsr this catz=gory. The PWS usually specifies zall
Standing Work veguired, and th=s frequsncy in which it 1s to
be perfornced nef. 7

Tnechodvled Werkn is that type £ work which <canncot ke
accurately rlanned fcor, kut can be expected to zoiur over
the 11f: 2f +the functicn. Repairs, installaticzz, and

modificaticns are exangples of Unsch-duled Work.
These twe categcocries of work are also broken dewn into
three work levels. All Standing Work is Level I Work,

whizh is gquantifi<d at a fixed price, and can be included

in a contract at that price. Unscheduled Work falls into
Lewv- 2 I7 and Lewel III Work., Level II Work includes all




repairs up to
price and can

All

Work,

cther

which is negotiated as performance dictates

$25,000; this is also gquantified at a fixed

also be included at a fixed contract price.
Unscheduled Werk

is considered Level IIX

(assuming

it has been contracted out).

Finally,

This affords potential bidders some idea of the

frequency cof
and gives

proposals.

E. THE COAST
To date,

Reviews of 19

them

the PWS must provide accurate hicstorical data.

nature and

Level II and Level 1III Work to be expected,

the basis for developing their price

GUARD'S ACHIEVEMENTS

reviews of 77 CA's have been conpleted.

CA's ar<e currently 1in progress, with 74

scheduled for future reviews [Ref. 8). Table 3 summarizes
overall Coast Guerld czcomplishment to date under A-76. AS
can ke sesn significant savings can be realized by
ccntracting cut Zunmctions to ceommercial scurces. Note also
trhat ¢cf these T2's ratalirnz?d irn house, many were accenpzanied
with a reductiorn in the size of the original Ccast Cuard
workforce, an additional benefit of the A-76 philcsophy.

Of the functicns

contracted out, 16 were conducted on a

competitive basis, while 25 were reserved for small,
disadvantaged businesses under the Small Business
Administraticn {(SBA) 8(a) set-aside program. [Ref. 8] All
cocntracts awarded cecrpetitively were solicited as




TABLE 3

CCAST GU2RD A-76 ACCOMELISHMENTS
fAS OF 2ZND QUARTER, FY 1989)
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Invitac.ons For Bid (IFB). This was done because the
Government was also a bidder based on the MEQO, and would

have had an unfair advantage in a negotiated contract.




III.

A.

To conduct the indepth analysis to discern some

PRESENTATION OF DATA

SELECTION OF THREE CONTRACTED COMMERCIAL ACTIVITIES

of the

factors causing <c¢ost increases in Coast Guard contracted
commercial activities (CA's), three such activities were
selected. To dJdetermine the degree to which a CaA's
czmplemity rmay influencs these cost increases, the =2nalysis
consistel f roliaitively complex, moderately complex, botlo!
relatively singls ZT2's Base Heonolul Heousing Mzintenancs
regpressnts EY f2ir7; coomplex CA, which includes rnuch
standing and unscheldiled work, beth in roughly zgu2al
Frcporticns Grioy Can Diegs Food Serwvices repres=nts a
rcderately compler C2, which contains meostly standing werk
bt als: zIntzinz oz small degree of unscheduled work.
Siupport Cernter Seattle Gate Guard ervices represents a
relatively gimpic ZA, which lists primarily standing work.
Input freorm G-AT7% was stlicited and considered in the
selecticn pricess., Alzz, to ensure data availakility to
get an i1dea c¢f progran effectiveness, the CA's selected for

study had bes=n perforrmed

1%8€, prowvidirg

by ccntractors

since fiscal year

re= years of data per functior.




B. BASE HONOLULU HOUSING MAINTENANCE

The organization perforning maintenance of Coast Guard

87

BRaz= Honzlulu's family housing had 292 units wunder its
responsikility on the Island ¢f ©Oahu in Hawaii. These
units included both enlisted townhouses and officers’

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

guarters at Wailupe, and the District Commander's Quarters

ot

at Diamond Head. [Ref. 2]

Whern the function was Lbeing performed in-house, the
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. £ s R R 1 Vv b M A A - - £ 1m0
a five year pericd, cr akbout F1.011,294 pzr year. [Ref. 17}
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The estimated cost of Government performance of the

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

0O
~

pericd, about $§74%,104 p=r year [Ref. 10].
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amount of §145,70C for perfeormance cver the period February
hrough September 30, 1986. [Refs. 9, 14]
Curing the period in which contract performance began

until present, twelve contract modifications have been

th

iesued [Ref. 91, Tabkle Four lists each modif:
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MCDIFICATIONS TO CONTRACT DTCG 34-85-B~00119,
MAINTENENCE OF FAMILY HOUSING,
14TH COAST GUARD DISTRICT

MOD AMOTUNT OF CONTRACT
NO. ZC:TE INCREASE TCTAL REMAPRFES

17DECSS 136,000 126,000 CONTRACT AWAPD DATE
“ "r\l":o" - .Lﬁr “A‘) A E r AME la)~Bal ok e F(\p
- —_— el - o - P L [P S oL i ol e e "~ A
ADDITICONAL WTPF
OPDERED. IN FUTURE,
AﬁV\ITI/‘?":V h?f\br' Laalant n
- — - e Pafpen PO oo
HEDDLED AS TELIVERY
CRITEPR VICE CHANGE
(232008 200
(D AR oI SR
~ ;\4:1:\:,_: 'ala) el B alalaal alal D:D: Lﬂ ) « ~
- [ S N e Tl e e e DS e o -
PWE
iecvLts lLfg, 7T 221,64¢ ONE YEAR EXNTENSIZI, FOR
PERIOPD 10C0TeS THRU
30SEPE7
z 18777 INZORFORATICH ZF cL
B S FERSRWS, e - . o
WAGE DETERMINATION Z€-
2062 o D2ocErpofC
P VA& -« [Pl QR
4 SRS BINN CHANZE CONTRACTOR' S
VATT Ti‘vﬂ bBakal of alla il
£ LutEC”T EXTRA YoRE s BEE
CRDOEPED iy BASE
HONCLULY COMPTROLLEPR
£ lexTRI” ztocee 222,212 WAZE INZRELCEZ DUE TC
D2L  WAGE TETERMINATICN
£e-10€3
- ioTtTe PRSI EZ1,021 OMNE YEAR EVTENCIITH, FTR
PERICD 107787 TEERU
2QSEPCS
~ A




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 2DECE7 FUNDS AVAILABLE THRU
31JA:38 (OPERATING
UNDER CONTINUING
RESOLUTIOCN)
a 2DECE” CHANG 2 CCOUNTING 2AND
nPD°OPRIATICN TATR
7 1FEBRCS TuNDS AVAILARTILITY
TYTENTCED TERPOUZH
30SEPEE, ACCOUNTING AND
APPROPPIATION DATA
CHANGED (CEASED
QPERATING UNTEPR
CONTINUING RESCLUTION)
b IATERT INCORPORATION oF
CORNTRACTZE' S PRICING
PRCPOSAL FOR EBATH TUR
FEPLACEMENT
1z 1oTTes loT,e8¢ 789,7L° ONE YEAPR ENTEIZICH FCR
THEE PERICD 10CTZ2 THRU
20SEPE®
Source: Contract file for Base Honolulu Family
Hcusing Maintenance, Contract Number DTCS 34-SE-B-
OC11?2, T .zatel at Maintenance and Logistics Zonmmand,
Pacifiz, Alameda, CA.
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Government organizatizcn moved  out, complaints about slcw
response Lectarnes less (FRef. 12]

=z ccntract is written, there 1is no method to
take deductions for sub-standard performance. If the
contractor does not perform to the level specified 1in the

contract, the Contracting Cfficer does not have many

4

an incerntive to improve. In

a3
Q

alterratives to pr

O

m

practice, the Contracting Officer's Technical

F erntative (ZOTR) hzs generally given the contractor a

2]
et
]
m
n

P 3 - - - o - ot - o —~ b T .y s -
szccond  fhancs “. waXxe cerrecticns especially during the
- q . - - - —_ - - - - -
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[N = ~ s LN - ~y A e afF -~ =
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- e = e = £ - . -~ - -~ —~ - ~Y . 3
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Finally, the COTR and Hcusing Officer both
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22 3 lack -f administrative contract support from
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Ad~in

strative Contracting Officer (ACO), now located

b

o+
[t

at Maintenance and Logistics Command, Pacific, in Alameda,
TA. When this function was held locally in the Fourteenth
Pristrict, 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

. ~ IO O - D e - - — P e e - ~ -~ - - e = e -
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Tz contractor, ~zz, “as experienced prcoklars I
conmtrash intorpretaticn, and keligvtze the physical distance
Foetweern their workeits and the Contracting C0fficer tco be =3
roct TIuE:S Tviy rirceive 3z reluttance ¢on the pa:rt of the
Contracting Cffiz:r 2 become invelved As an example, the
contract dzfiniticn <f "appliances" and "eguipment”  is not
zlear The contract does state thzt an aprliance which

Loertore unssrviceakls will be replaczsd by the Gevernment,
while eguigprment which becores unserviceable will tre
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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. 18]

The number of meals served for the one year period
October, 1983, to September, 1984, were:

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

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

- Dinner - 11,915 (average = 992.92, standard deviation =
78.28 per month). [Ref. 16]

The authorized killet structure for the galley included

the £2llowing Subsistence Specialists and non-rated
perscnnel:
- On2 Senior Chief Petty Officer.

- One First Classz Petty Officer.

Second Class Petty Officer.
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Class Petty Officers.
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h

ur n ted Mess Cooks. [Ref. 17]
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Q

The Government estimate to perform this function was
51,596,269 fcr a 4.33 vyear 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

Administraticn's (SBA) 8 (a) set~aside prcgram. The SBA
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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
2¢MAYES 126,020 106,020 CONTRACT AWARDED

1 aoayees CHANGED CONTRACT NUMBER

2 gruonee CHANGED ACCOUNTING DATA

3 LIUNRZE €,C€e0) 29,9¢°C CREDIT APPLIED TO
CONTRACT FOR
SUBSISTENCE AND
EXFENDABLE ITEMS
ALPEADY Il INVENTORY

4 127785 21¢g,C8¢€3 412,020 ONE YEAR EXTENSION FOR
TERICD 10CTES THRU
30ZEFP 8¢

< LTEEZC INCORPORATE CTEFARTMELT
Cr' LABCR o2l VAGE
DETERMIRNATION £E5-10EC

£ lrEner 7.t 472,671 WAGZE INCREASE DUE 77
DCL WAGE DETERMINATION

7 PSP R SO A 228 ,0€¢ LDCMINISTRATIVE
MODIFICATION, CURPRENT
OBLIGATION GREATEFR THAN
SUM CF NET INVQICES AND
ESTIMATED INVCICES

2 22cEPEC te,2tn) 278,7€% ADMINISTRATIVE

MCDIFICATICH, CURRENT
OBLIGATION GREATER THAN
ZUM OF NET INVCICES AND

ESTIMATED INVOICES

to
[ge)




ATICNS T2 CONTRACT DTCG 23-85-C-60003,
FULL FOOD SERVICES,
CCAST GUARD GROUP SAN DIEGO, Ca
{CONTINUED)

MOD AMOUNT OF CONTRACT
NO. DATE INCREASE TOTAL REMARKS

9 20CTEs6 INCORPORATE DOL WAGE
DETERMINATION 85-
1050 (REV.1) CATED
23MAY86

PRy 1ecTee 21e,0€e¢ £96,825 ONE YEAP EZXTENSION, FOR
PERICT iocTee THRU
3CcSEPE”
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S -_ v - - TSI, o< r g4 - O il -

-~ LR R WOR ) TN ED M TR T ARY
e DAL L LA €L e e st

a ~ 4 ™ rrYIT~A™ ﬂ"" vvﬂt FUARTITITN Y AT AT

- P A -l T (ORI SR S 4
~ATEToOTID'C ATMiMpPpETCoC
vl d el O Se LNl oo
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- —_— -l D o [ - oo - T o e - P o R 0
MCIDIFICATICH, CURRENT
TRLIZATICN ZREXATEFR THARN
UM CF NET INVCICZES AXND
ESTIMATED INVCICES

A A~ e ~rn [a Ral¥a co - A\vp TR T O TIMEII O T AN pr\p

2 e e -l -l e e T, 2 Ll Liialiiis o wan g, J O o
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EEANLR ol alellel hal B4 ﬁ"[‘ﬂ"\t\:"‘“t‘
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TTL  WATZI TETERMINATICHN
~ a Mmoo ’_\T“-v -~ Aol lash bl
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- - D s - S i P -
31JANES

P 1TEBEE g,7t¢ 02%,223 WAGE IMNCREASE DUVE TO
DCL WAGE DETERMINATION

pa 1LaTtres CHANGE ADTRESS FCR
MAILING CONTRATTOR'S
CHECFES




MCDIFICATIONS TO CONTRACT DTCG 23-85-C-60003,

FULL

FOOD SERVICES,

COAST GUARD GROUP SAN DIEGH, CA

(CONTINUED)

MOoD AMQDUNT CF CONTRA
nNC TATE INCREASE TCTAL REMAREKS
18 1o77TEes 21e,0€e0 L,212, ONE YEAPR EJNTENSION, FOR
PERICD 10CT88 THRU
20CSEPR9, INCORPCRATION
OF DCL WAGE
DETERMINATION cE~
1050 (REV.2) DATED
14AUGSE7
12 TNCVCe TNCOPPCRATE NEW
SCHEDULE OF MEAL PPRICES
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Petty Cfficer Subsistence Specialist, he perfcrmed 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 lave met those expectations.
[Ref.18]

In perforxning the contract, there have been no
majcr problems. Aside from the problem that surfaced in
paragraph C€.1. abcve, the only other area which needs to be

resolved is fz248 services preovided for visiting

dignitarices, such as flag officers or equivalent civilian
personnsl. The PWS  doss not discuss this event, kut the
ccmmand grefzrz  tc have rmeals served to the 2fficizl party
at thelr %tabkles rather than subject them %o standing Io ths
chzw line The Itntractcor iz oot staffed fcr thiz ozorvice,
Lus tries S o atoImmilnts thesc regquests. Inzluding *his
event ir  the TUZ wcould 124 +the rnext contracter bz awzrs cof
this reguivesmient z2n2 Yo z3kle to planm for 1+, RoE 17
D. GUARD SERVICES AT SUPPORT CENTER SEATTLE

Thz crganicaticn providing guard services 2% Supgort
Centery Sweattle 13 responsible £for providing protectizn £

~ 2 e - PR RS - A i -~ ~ - & a - -~ A2 -
site, with 3 *ztal of 15 acres of land, six buildings,
- [ale e £ -~ ~ - £ .- - ~ £ - —~ - -— - - ~
1,807 f£z22% f waterfrcocnt, 1t tenant commands, and one
- - P A o m =~ - - - ~ - + - + ~ -~ 4 -
Larlatilz . AZle35 Ttz the Center 1s ‘.hroug‘. the gate.
r~ . © - h LAAS — . ~ . P = - - £ - £ A S o e
rLE 107 Whon  tho Sovzrnment ferformed  this functicon,
o~
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Officer. However, the COTR has not been designated in

writing by the Contracting Officer. [Ref. 20]




IV. CONC

A. CONCLUSIONS

o~ -

v -
ze (%

. Based

czmmercial activity

wage

Determination Adjust
vt m o . e - o e
.~ 1. Lo 0 TP D B -~ S e e -
oY LAl . . ZATTL a
Wes- B2z 17 -
—~ -~ A e by o~
Trourn far Dhio~s T
Y r fSarn Tizgzc Full
~ & ~1 0 20
ol clre,e2e.
- v o —~ o, PR v
Serwizes contracht wa
Thezs resilt
PN e Y P m [ .
[EEEDOL ISR S5 SR e i sl
™. e c.v,_b.',.,: -
SN SN o —_—— % 2 e oy~
P - PREPEN S . - - Pl
oY oAl LTI ZED
further staztszd:
mL. . ~ -
aE - -
282, . b
- < oo
- a1 T a = o
WaZL, rine
- o £ -
o T L W
- 2
arnd oo cost
I SO S -
fotur ia

LUSIONS AND RECOMMENDATIONS

he data gathered fror three ZToast Guard

functicns, the primary reason for cost

1

increases fronm Department

3

4 ali

of Labcr Wage

ments. In c¢nly one instance, cost
itutakls t¢e increases in the zozpz £
rizez these cost inci=acss
Tnoiulu Family Yotszing iaintanoncti, tha
* was raised a total cf g4¢,021 Tre
Too22 Cerviczces zontract was increzzo 2 oa
L%  Suppcrt Certer Seattle, ths ZTuzrd
g increazssd Ly £25,4%8
g zyrs giwilar tc the findings ¢f =z 1°9g¢t
~E LD~ mmee S o~ - e e A I N RN o) -
...... <22 L. orZlh o) SRl Tl To
cntracted cut under A-76. They fournd
~ f o mee T e A et amt VT ee i ~ A3 & e a0
AT T ST AL h gl a3l Lo ~Ic BRI GEP
.. — o~ - - - - - r - £ “~ - . =20 S ~e
wvazs 1nlreasss " ‘P‘:-. 22 pa— S T“;J
a7 Az* 2f 1°2£5, as ammended, {41 USC
&guires Federal ccntractors to pay
nct  less tharn the prevailing ~minimuas
d by the Department of Lakcr, Lkased
sr¥ and the locale. Czntractor bids
estimates do not include costs for
Zrzascs Ccnseguently whzn the
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SUMMARY OF COST INCREASES
TO CONTRACT PRICE (CONTINUED)

GROUP SAN DIEGO
FULL FOCD SERVICES

[aaZaXa sk Y d ~ —rY A - e
TCTAL TTR O TEAPR: °

2: 10CTZE THRU 3CS

t
M
3%}
(3]
[€)]

WASE INTPREACSES: 37,651
TCTAL FOR VYEAR: $7,681
YEAR 2: 10CT8¢ THRY 2C7c5TRE7
WAGE INCREASES: $1,€9z2
TCZTAL FCOF YEAP: 32.€e92

TTTTNYI D " T A/mMmO™ mppﬂ EoNol nlaslal
PRy = - PP YL S S
TEA I T IE P TN Yy ~0 -
LI o = gy ‘-‘-F‘...I‘...; L. w <o, 5(:
mAam Y . ~a ~ B
TCTAL FOR YEAR: 5g,7C¢
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SUMMARY OF COST INCREASES
TC CONTRACT PRICE (CONTINUED)

SUPPCORT CENTER SEATTLE
GUARD SERVICES

TEAR 1 10CT85 THRU 3C3SEPS6
YA o~ v e ~am N~
WAoo o [N alY o QNS el PR S
TOTZL FCR YZAP $19,272

YEAR 2 10CTee THRU 20c2EREY

WAGEZ INCREASES $rl.218
TCTAL FOR YEAR: $11,21¢8
YEAR 2 120C07TeT7 THRTU 20CErEeg
WAGE INLCREAZES 2,278
CTAL FCR YEA 24.27¢

ESY




prevailing Tinlmunm wage increases, cocntracts are
modified to reinmbuorzz contractors for the increased
wages. [Psf.21, pg. 21

z Despits the above «cost increaces, contractor

performance of each function is still more economical than
if the functions Wwere relained 1in house. To make this
wpariscon, a hypothetical Government organization was
eveloped, based on the MEO or the Government wecrkforce in

existence at the time the function was turned over *to the

laak MDY -~ - - ~ £ - o -~ Y~ - -~ bl L R e

ne zist i the nypcthetical GIvelrnment
. v v m o e e . - B P < - ~ -~ — =7
rganizsTion Was Ta.llilaceld using the Currznt Federal
I NI -~ [ S -~ —~—— Y - £ -~ rne h £~ A e e PR S -~ -
CENSTIIL LETVLT T3 YAy TCTIZLT I2T SoTCidss1ilEld Lillzts zr the
- e T == TT o~ o~ [T RN - - ~ o~y T A £ o~ s Y,I"_n’«ﬁﬂ-‘aﬁ;’
caAT el T ~TTZ24 wige I 3%EZ ~oly =223 .c¢c papee v CLASZIILEZQ
. - T e e - - B - - -V e TV N A~ = -
PO e Ll IS ITT TSE LTADLY wo TEleSs C ,
- - S e e~ - £ ~ a- - - ~ — A
LS T ITale L2 o, el LIAYE Eer Fedr was used.

P R~ TIPSy RO PO B RS - rrm T A e e -~ N

Prr ~ilitary killets, eguivalesnt pzay w=as zalzculzted
e - e e e WG s =~ o R | K - £~ -~ -~
b T AT ont _..tary re sCale, includin a factcr for

I
. e 4 - e . - ~1. JRO P PR . - e s £ - - .
retirenent zni FICZA. - average ClTe LN ServiCz L.r €aca
L~ A - —~ hl N FERS = - bm e T e~ ~ 7
Jralde i3T=. a1 O LA ITIInE was cktained fr:2 5-L76 to
o T VU R IR - — s PPN o = - T L T e T I =)
ST L=l Toe Z LI ZERY Petiremsrnt was esztlmatel 23z Z2.11%
- A -—— — .y - -~ .. - ~ - - - b I ~4 £ -
<f rase ¢=zy, and TFICZA was estimated as 7.15% of base pay.
P b N S £ o~ [ RN AReR PN A - | . -~
Basic Allcwancs for sarters and Basic Allowance for
= '

[T P N U [AV-S ~NEE L - \ P . | - P
Subsistancs fcr 2fficers,) were aiso 1ncluded 1n  the

cztimate These same procedures were f£ollowed by the Ccast
Feard In tholr dinistial cost comparisons. [Ref. 22]




Table & compares the ccsts of the function as it is

currently being performed with the costs of the
hyrpothetical Government organization. As the Table

demonstrates, contractor performance is still more
economloeder . although Lepartnont o Lubor wage
determinations have forced the contractors to pay their
ermployees more, Federal wages have also increased. This
has tended to preserve the cost advantages which the

ccntracters en’oyed in the early stages of their resgective

2 he CTzazt Guard cannst cazily return to in-house
cerformancts wher: =z functicn has been rontrazcied cut under
A-77 First, %o dc *his, Lilletz to perform the f£unction
need tz ke chtzinsd, zither frocx scme cther zrea in the
Ssrvice zr, mucth lszss  likely, from QMR The Coast Guard
Lo fow, iE =ny, Lillets zwvailable for reprograroming
Shohe .3 22diticnal killets frorm CHMB reguiires the
deronstraticn £ a nzed that might ke very difficult to
s.lstantilzte

Szzond, the governmant estirate would automaticzally
te increased by 25-percent for capital improvement. In
recorpeting 3 function, the Government 1is  at a distinct
disadvantage For all practical purpcses, once a function
is ccontracted cut under A-76, the Coast Guard will not be
skle “c¢ bring it back tc in house performance.




TABLE 8

»ISCN OF COS7T ZEZFFECTIVENESS BETWEEN
OTHETICAL GOVERNMENT ORGANIZATION
AND CONTRACT PRICE

ZAZE HONCLUL
FAW"V HCUEING SRTUT SAN r£IEZsC
MAINTENANCE FULL T22D CERVICES
EITIMARTZD CTZITC,
GOVERITMENT PERTCRNMANTE: 324,722,308 261,842 .72
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EZTINATED CCZTZ,
GCVEPIMMENT FIRIIRNANTE: 1z2g.881.1¢9
CURRENT YEAR
CONTPACT PRICE: 118,¢58.4892
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B. RECOMMENDATIONS

1. The Tcast Guard should zconduct a study to determine
the £201Y impact of  contracting out functicns under A-76.
This thesis shows that the Government recognizes monetary

savinags under this policv. However. the effects of reduced .

RIS TR
flexikili

¥, loss of opportunities for shore rotational

cr

tours, 1loss ~f training opportunities (especially for
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istence Specialists serving in sher
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fz2cilities), and cther negative irpacts causz=3d Ly
Iontraciting zut foncticrns perfecrmed v CToact Guard
persconnsl ars unlncoo Trese unknowns nzed %z ke katcer
sndciztszd rxafcre tss  many oors cther functicons ars:
czntracted cuot.

z Zo2oct provizicrns zhculd ke includzd in a2l on-Tg
firr fiwed price contracts. Although the thres contractcrs

{

studicd ir thiz fthiciz owers: very motivetzd to perforn, tha
Toas*t Guard ls .2t zlways guaranteed tc have suczh lucih in -
the fature. Inzluding d=duct previsicons preovides a means
Sy the Conmtiziting TEfizcr toe get the attenticon oz
sunstinlall gfelfzraer Yo onake inprovenments.
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(C2TP's) =shcoul 2ll receive proper training. Ncre ¢cf the

three intzsrviewed for this thesis had received any training
cther osn-*he-2:zk *raining.
‘A
4. Th= Main+tsnance and Lzogistics Command (ML),
Pozifis b2l provi?l ketter  contract administraticn,




=specizally in the area of <contract interpretation.
Pegueets for clarificaticn of certain portions of the Base
Hoenzlule Family Housing contract and the Group San Diego
Full Fccocd Services contract have not been answered.
Heowever in all fairness t¢ the MLC, while conducting
ressarch thsre, the author ncted that the Contracting
CEficers all se=mad to be overworked. The cffice would
penefit by the ad2iticn of another Contracting Cfficer
Elllek
ic
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