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Abstract

This paper presents the results of the fourth research project in our ongoing
research on the management of services acquisition in the Department of Defense.
In this empirical study, we developed and used a Web-based survey to collect data
on the acquisition strategy, procurement methods, and contract types used at Army
installations. Specifically, we studied the current management practices in such
areas as lifecycle approach, project management, organization/management

structure, and training provided to services acquisition personnel.

We found that the majority of the services contracts awarded and
administered conformed to our expectation. For example, most service contracts,
except in the case of medical services, are competitively bid, fixed-priced awards
with a minimal use of any type of contract incentives. The survey respondents also
indicated that the number of authorized staff positions in the Army for services
acquisition was inadequate and furthermore that the existing billets were
inadequately filled. In this paper, we analyze the implications and impact of different
approaches on the effectiveness of the contract management process and make

recommendations for improving the management of services acquisition in the Army.

Keywords: Service Supply Chain, Services Acquisition, Service

Lifecycle, Contract Management, Project Management, Program Management
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1.0 Introduction

Services acquisition in the US Department of Defense (DoD) has continued to
increase in scope and dollars in the past decade. In fact, even considering the high
value of weapon systems and large military items purchased in recent years, the DoD
has spent more on services than on supplies, equipment and goods (Camm, Blickstein
& Venzor, 2004). For example, the Department of Defense’s obligations on contracts
have more than doubled between fiscal years 2001 and 2008 to over $387 billion, with
over $200 billion spent just for services (GAO, 2009). The acquired services presently
cover a very broad set of service activities including professional, administrative, and
management support; construction, repair, and maintenance of facilities and equipment;

information technology; research and development; and medical care.

As the DoD’s services acquisition continues to increase in scope and dollars, the
DoD must give greater attention to proper acquisition planning, adequate requirements
definition, sufficient price evaluation, and proper contractor oversight (GAO, 2002).
Recently, the Director of Defense Procurement and Acquisition Policy (DPAP) identified
the inappropriate use of services contracts in the DoD (Director, DPAP, 2007, March 2)
and is planning to take action to improve contracting for services throughout the
Department (Director, DPAP, 2006, August 16). In many ways, the issues affecting
services acquisition are similar to those affecting the acquisition of physical supplies
and weapon systems. However, the unique characteristics of services, combined with
the increasing importance of services acquisition, offer a unique and significant
opportunity for research into the management of the service supply chain in the
Department of Defense.

We have addressed the need for research in the area of services acquisition by
undertaking a series of research projects. Thus far, we have completed four research
projects. The first research project was exploratory in nature wherein we tried to
understand the major challenges and opportunities in the service supply chain in the
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DoD (Apte, Ferrer, Lewis & Rendon, 2006). As a part of this first research study, we
conducted in-depth case studies on acquisition of services in three different
organizations: Presidio of Monterey, Travis AFB and the Naval Support Detachment
Monterey (NSDM).

The lack of a well-developed program management infrastructure for the
acquisition of services was a critical research finding that warranted further study.
Therefore, our second research project was geared towards studying the program
management infrastructure in the service supply chain in the DoD. In this research, too,
we conducted two additional in-depth case studies of innovative project management
approaches both at the Air Education and Training Command (AETC) and at Air
Combat Command (ACC). Based on these case studies, we developed a conceptual
model of a service lifecycle that can be used to analyze and design the DoD'’s services
acquisition process. In our project report (Apte & Rendon, 2007), we discussed the
program management approach, identified basic project management concepts,
described how these concepts are being used in the acquisition of defense weapon
systems, and recommended how they can be adapted in the acquisition of services in
the DoD.

The third research project consisted of an empirical study of the current
management practices in services acquisition in the Navy and the Air Force. In this
empirical study, we developed and used a Web-based survey to collect data on the
acquisition strategy, procurement methods, and contract types used at Air Force and
Navy installations (Apte, Apte & Rendon, 2009). Specifically, we studied the
management practices in such areas as lifecycle approach, project management,
organization/ management structure, and training provided to services acquisition

personnel.

This paper presents the results of our fourth research project wherein we
extended the empirical study of current management practices to services acquisition in

the Army. In carrying out this research, the researchers were assisted by MBA students
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Charles Rau and Peter Stambersky (see Rau & Stambersky, 2009). The paper is
organized in four sections including the current introductory section. In the next section,
we review the objectives of the current research, describe the survey instrument used in
the study, and identify the specific services studies in this research. The survey data,
the results of data analysis, and some salient observations are provided in the third
section. The findings and conclusions of the study and our recommendations for

improving services acquisition are presented in the fourth section.
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2.0 Research Objectives

The objective of this fourth research project is to develop a more comprehensive
understanding of how services acquisition is managed at a wide range of military bases
throughout the Department of Defense. This research is focused on answering the

following research questions:

1. What types of services are typically contracted for Army installations and
what is the annual expenditure for acquisition of these services?

2. What type of acquisition strategies, procurement methods, and contracts
are being used in services acquisition?

3. How is the service acquisition process managed? Specifically, what
management concepts—such as lifecycle, program management or
project management approach—are used?

4, What training is given to contract and project/program management staff?

2.1 Development and Review of Survey Instrument

The methodology for this research involves the application of a survey instrument
recently developed for this specific purpose. The MBA student team of Jeff Compton
and Brian Meinshausen, under the guidance of Professors Apte, Apte, and Rendon,
developed the survey instrument as part of their MBA research project (Compton &
Meinshausen, 2007). This was a Web-based survey instrument developed using the
survey software “Survey Monkey.” The developed survey was pilot tested for its validity
and was used in the third research project to collect additional empirical data regarding
the current state of services acquisition management in the Navy and the Air Force at

the installation level.

The services acquisition research survey begins with questions focusing on
specific demographic data for each military department, major command, region, and
military installation. The survey then asks specific questions related to the approach,

method, and procedures used in the acquisition of services for specific categories of
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services. The specific categories of services targeted in this research are listed in Table
1 below. These categories were selected because collectively they represent over 67%
of total spending for all the services, excluding construction, purchased within the Army

in FY 2008 (FPDS, 2009).

Table 1. Service Categories

Service Category Classification Code
Professional, administrative, and management support
Maintenance and repair of equipment

Data processing and telecommunications

Medical

Maintenance and Repair of Real Property

Utilities and housekeeping

Transportation

<|[DW|INO|O|«|

The survey instrument includes core questions related to the methods and
procedures used in the acquisition of services for these five categories of services.

These core questions focus on the following areas:

Contract Characteristics. The purpose of this category of questions is to gain
insight into the dominant procurement method and contract type used in the acquisition
of services at the installation level. The contract characteristics examined in this section
are degree of competition (competitively bid or sole-source), contract type (fixed-price or

cost-type), and type of contract incentive (incentive-fee, award-fee, or award-term).

Acquisition Management Methods. The purpose of this broad category of
guestions is to gain insight into the types of management methods and approaches
used in the acquisition of individual services at each phase of the contract management
process. For each of the contract management phases, the survey asks whether the
phase was conducted at a regional, installation, or some other organizational level.
This core question category also focused on whether a project-team approach was
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typically used in the acquisition of the respective service category at the installation
level. The questions explore the position of the services acquisition project-team
leader, such as a program/project manager or contracting officer. The questions also
explore information on the owner, generator, and approving authority of the requirement

for a specific service being acquired.

Other Program Management Issues. This last category of core questions is
focused on the use of a lifecycle approach, length of assignments for services
acquisition management personnel staff, use of market research techniques, level of
staffing in services acquisition management, and level of training of services acquisition
management personnel. These questions use a Likert-type scale to measure the level

of agreement or disagreement amongst the respondents’ statements.

Finally, the survey solicits feedback and any general comments the respondents
may want to share regarding the topic of services acquisition. This survey instrument
allowed the researchers to collect data that was subsequently analyzed to answer the

research questions.
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3.0 Survey Data and Observations

In this section, we present a summary of the survey data we gathered as well as
our observations about the data. Specifically, we discuss the data concerning various
contract characteristics, acquisition management methods, project team approach, and
other program management issues related to seven individual service categories. In
subsequent sections we then present our conclusions and recommendations based on

our study.

The participants for this survey were selected based on the organization they
worked for and their position within the organization. The goal was to gather data from
every organization within the Army Contracting Command that directly manages or
oversees the contracting of services. The researchers sought to have senior
contracting officers within the selected organizations complete the survey. The purpose
was to ensure that the person completing the survey had a comprehensive view and

understanding of how their organization managed service contracts.

The only exception to the criteria above was the exclusion of the Expeditionary
Contracting Command. Given the uniqueness of contracting that takes place during
contingency operations, the researchers believed that the data provided by the
Expeditionary Contracting Command would not accurately reflect the contracting
practices during peacetime operations. The researchers also did not want to create
additional work for these personnel because of the environment and existing workload

that Expeditionary Contracting Command was already experiencing.

A standardized, 81-question survey entitled DoD Military Installation Services
Acquisition Survey—Army was deployed to 81 contracting offices. The survey was
distributed across 8 major contracting centers throughout the Army, including 40 Army
installations. We received a total of 61 responses to the survey, with a survey response
rate of 75%. Out of the 61 respondents, 33 were from MICC; 12 were from Tank and
Automotive Command (TACOM); 7 were from Research and Development Command
ACQUISITION RESEARCH PROGRAM
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(RDECOM); 5 were from National Capital Region (NCR); and 4 were from
Communications and Electronics Command (CECOM); there were no respondents from
Joint Munitions and Lethality (JM&L), Aviation and Missile Command (AMCOM) and

Rock Island Arsenal.

3.1 Contract Characteristics

To understand contract characteristics and uncover salient trends, the survey
requested that respondents provide annual data for the past six years—from FY03 to
FY08. The data on contract characteristics prevalent in various service categories are

shown in Table 2 below.

Table 2. Contract Characteristics
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Degree of Competition Contract Type Contract Incentive
Compe- Sole Fixed Incentive Award Award
titive Source N/A Price Cost N/A Fee Fee Term N/A
Professional, Administrative, and Management Support
FYO03 70% 9% 20% 59% 19% 22% 0% 19% 2% 80%
FYO04 73% 9% 17% 64% 16% 20% 2% 16% 2% 81%
FYO5 75% 8% 17% 64% 16% 20% 3% 16% 2% 80%
FY06 83% 8% 9% 73% 16% 11% 5% 17% 3% 75%
FYO7 88% 6% 6% 77% 16% 8% 3% 20% 3% 73%
FY08 88% 8% 5% 78% 14% 8% 3% 19% 3% 75%
Maintenance and Repair of Equipment
FYO3 65% 15% 21% 60% 16% 24% 0% 10% 2% 89%
FYO04 63% 18% 19% 65% 13% 23% 0% 7% 2% 92%
FY05 63% 16% 21% 65% 13% 23% 0% 7% 2% 92%
FYO06 68% 18% 15% 68% 15% 18% 2% 7% 2% 90%
FYO7 68% 19% 13% 71% 15% 15% 2% 7% 2% 90%
FYO08 68% 19% 13% 69% 16% 15% 2% 7% 2% 90%
Data Processing and Telecommunications
FYO03 64% 8% 28% 64% 5% 31% 0% 3% 2% 95%
FY04 64% 8% 28% 64% 5% 31% 0% 2% 2% 97%
FYO05 66% 7% 28% 62% 7% 31% 0% 2% 2% 97%
FYO06 67% 8% 25% 64% 8% 28% 0% 2% 3% 95%
FY07 71% 8% 21% 69% 7% 25% 0% 2% 3% 95%
FY08 74% 7% 20% 71% 7% 23% 0% 2% 3% 95%
Medical
FYO03 15% 2% 84% 15% 0% 85% 0% 0% 0% 100%
FYO04 13% 2% 85% 13% 0% 87% 0% 0% 0% 100%
FYO05 13% 2% 85% 13% 0% 87% 0% 0% 0% 100%
FY06 15% 2% 84% 15% 0% 85% 0% 0% 0% 100%
FYO07 15% 0% 85% 16% 0% 84% 0% 0% 0% 100%
FY08 13% 0% 87% 15% 0% 85% 0% 0% 0% 100%
Maintenance and Repair of Real Propery
FYO3 66% 3% 31% 61% 8% 31% 0% 5% 2% 93%
FYO04 66% 5% 30% 62% 8% 30% 0% 5% 2% 93%
FY05 66% 5% 30% 62% 8% 30% 0% 5% 2% 93%
FYO06 66% 5% 30% 62% 10% 28% 0% 5% 2% 93%
FYO7 67% 7% 26% 66% 10% 25% 0% 5% 2% 93%
FYO08 71% 7% 23% 66% 12% 23% 2% 7% 2% 90%
Utilities and Housekeeping
FYO03 44% 18% 38% 59% 2% 39% 0% 2% 2% 97%
FY04 44% 18% 38% 59% 2% 39% 0% 2% 2% 97%
FY05 44% 21% 34% 61% 2% 38% 0% 2% 2% 97%
FYO06 44% 20% 36% 61% 2% 38% 0% 2% 2% 97%
FY07 51% 16% 33% 62% 2% 36% 0% 2% 2% 97%
FY08 49% 16% 34% 61% 2% 38% 0% 2% 2% 97%
Transportation and Travel
FYO03 41% 5% 54% 46% 0% 54% 0% 0% 2% 98%
FYO04 43% 3% 54% 44% 0% 56% 0% 0% 0% 100%
FYO05 43% 5% 52% 46% 0% 54% 0% 0% 0% 100%
FYO06 44% 3% 52% 48% 0% 52% 0% 0% 0% 100%
FYO7 46% 3% 51% 48% 0% 52% 0% 0% 0% 100%
FYO08 46% 3% 51% 49% 0% 51% 0% 0% 0% 100%

The following are some observations about the contract characteristics of seven

different services. In the interest of brevity, we refer only to the data for FY08.

. Professional, Administrative, & Management Support Services: Based on
Table 2, we see that a competitive approach is used 88% of the time while
sole-source is only used 8% of the time. Additionally, fixed-price-type
contracts are used 78% of the time while cost-type contracts are only used
14% of the time. Finally, contract incentives of some type were used only
about 25% of the time, with award fee being the most often used contract
incentive.

" Maintenance and Repair of Equipment. We note that a competitive
approach is used 68% of the time while sole-source is used 19% of the
time. Additionally, fixed-price-type contracts are used 69% of the time

ACQUISITION RESEARCH PROGRAM
GRADUATE SCHOOL OF BUSINESS & PUBLIC POLICY -11-
NAVAL POSTGRADUATE SCHOOL

]



while cost-type contracts are used 16% of the time consistently. Contract
incentives of any kind are rarely used in any capacity, only about 11% of
the time.

. Data Processing and Telecommunications: Based on Table 2, we see that
a competitive approach is used 74% of the time while sole-source is only
used 7% of the time. Additionally, fixed-price-type contracts are used 71%
of the time while cost-type contracts are only used 7% of the time
consistently. Contract incentives are rarely used, only 5% of the time.

" Medical: We see that a competitive approach is used only 13% of the time
while sole-source is not used at all. Additionally, fixed-price-type contracts
are used 15% of the time while cost-type contracts are not used at all.
Contract incentives are rarely used, only 5% of the time. The high
percentage of not applicable responses for this service category can
possibly be linked to the fact that medical services are not procured
through the Army contracting centers but rather through procurement
officers working for the US Army Medical Department (AMEDD). Thisis a
service category that requires separate, further research into how medical
services are acquired. This recommendation is included in the final
chapter of our report.

. Maintenance and Repair of Real Property: Based on Table 2, we see that
a competitive approach is used 71% of the time while sole-source is only
used 7% of the time. Additionally, fixed-price-type contracts are used 66%
of the time while cost-type contracts are only used 12% of the time
consistently. Contract incentives of any kind are rarely used in any
capacity, only about 11% of the time.

. Utilities and Housekeeping: We note that a competitive approach is used
49% of the time while sole-source is only used 26% of the time.
Additionally, fixed-price-type contracts are used 61% of the time while
cost-type contracts are only used 2% of the time consistently. Contract
incentives are rarely used, only 4% of the time.

" Transportation and Travel: Finally, Table 2 suggests that a competitive
approach is predominantly used—46% of the time—while sole-source is
used only about 3% of the time. Additionally, fixed-price-type contracts
are used 49% of the time while cost-type contracts were not used at all.
Contract incentives were never used.

3.2 Acquisition Management Methods

The survey respondents were asked to state the organizational level at which the

specific services were acquired—in other words, at what level were the procurement
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process for the services conducted? The results are shown in Table 3 below. The
various DoD components acquire services either at the major command (MAJCOM)
level, regional level or installation level. Below are the results of the survey. The
responses indicate that during all acquisition phases, the services acquisition is
overwhelmingly managed (in about 70% cases) at the installation level. The medical
and transportation/travel services were managed at the installation level in about 20%
and 50% of cases respectively. Managing services acquisition at installation level can
lead to better oversight and customer response, but, on the other hand, it can also lead
to variation in the level of oversight provided at different installations. We also note a
high level of N/A responses for medical and transportation/travel service. Does that
mean that these services are not being managed at the Army level? As indicated

earlier, a further study is needed to address this issue.
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Table 3. Organization Level Used in Acquisitions Phases

. R Organization Level
Service/Acquisition Phase Reg_;ional nstallation A
Professional, Administrative,
and Management Support
Acquisition Planning 19% 75% 6%
Solicitation 22% 72% 6%
Source Selection 17% 69% 14%
Contract Administration 17% 78% 5%
Maintenance and Repair of
Equipment
Acquisition Planning 11% 79% 10%
Solicitation 13% 79% 8%
Source Selection 13% 74% 13%
Contract Administration 13% 77% 10%
Data Processing and
Telecommunication
Acquisition Planning 20% 62% 18%
Solicitation 21% 62% 16%
Source Selection 20% 59% 21%
Contract Administration 16% 67% 16%
Medical
Acquisition Planning 0% 21% 79%
Solicitation 0% 21% 79%
Source Selection 0% 16%0 84%
Contract Administration 0% 21% 79%
Maintenance and Repair of Real
Property
Acquisition Planning 3% 77% 20%
Solicitation 5% 75% 20%
Source Selection 5% 72% 23%
Contract Administration 3% 77% 20%
Utilities and Housekeeping
Acquisition Planning 10% 61% 30%
Solicitation 7% 62% 31%
Source Selection 7% 56% 38%
Contract Administration 5% 67% 28%
Transportation and Travel
Acquisition Planning 5% 48% 48%
Solicitation 5% 48% 48%
Source Selection 3% 44% 53%
Contract Administration 2% 51% 48%

The survey results about the use of the project team approach (see Table 4)
show that this approach was used in a majority of the acquisitions for all services

categories (in about 62% of the cases).
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Table 4.

Use of Project Team Approach

Organizations Using Project Team

Organizations Not Using Project Team

Approach Approach
Total No Who leads Who owns Who leads Who owns
of ' acquisition? requirements? acquisition? requirements?
Service Category Organiza- [SubT Other (PM, Customer |SubT Other (PM, Customer
tions Jotal| CO | QAE) [ CO [(PM, QAE)[ otal] CO | QAE) | CO [(PM, QAE)
Professional, Administrative,
and Management Support 63 451 34 11 14 31 181 14 4 6 12
Maintenance and Repair of
Equipment 62 411 28 13 13 28 22| 14 8 15 7
Data Processing and
Telecommunication 62 a1 27 14 12 29 21| 12 9 3 18
Medical 61 141 8 6 3 11 AT 7 40 3 44
Maintenance and Repair of
Real Propery 61 37| 24 13 8 29 24| 12 12 3 21
Utilities and Housekeeping 61 37| 25 12 8 29 241 7 17 1 23
Transportation and Travel 61 30| 19 11 8 22 311 8 23 1 30




Regardless of whether the respondents answered yes or no to the utilization of a
project-team approach question, the respondents were asked who leads the acquisition
of the services and who owns the requirements or approves changes to the
requirements. As shown above in Table 4, the responses to these questions were
relatively similar. In a majority of the cases, a contracting officer leads the acquisition
process. This clearly indicates that program managers are usually not part of the
acquisition process of procuring services at the installation level. Additionally,
customers are usually responsible for owning and changing the requirements for

services at the installation level.

3.3 Program Management Issues

In addition to the topics mentioned above, our research objective was also to
investigate issues related to the personnel involved in and responsible for various
aspects of services acquisition management. The issues include use of lifecycle
approach as well as the length, level, and qualifications of personnel in service
acquisition management. We also explored the extent of market research used by
decision-makers in awarding services contracts. Exhibit 1 below describes the
responses from the survey regarding the scope and ability of personnel responsible for
service contracts. As shown in Exhibit 1, the contracting officer writes and awards
contracts for services in virtually all (about 97%) of the cases. However, when asked
who was responsible for surveillance at the installation, the results showed little
consistency among the respondents with none of the choices (such as Contracting
Officer (CO), Quality Assurance Evaluator (QAE), Program/Project Manager (PM) or
customer) being selected more than 30% of the time. In addition, results for training
show that about 57% of the respondents had received Defense Acquisition Workforce
Improvement Act (DAWIA) certified training while about 20% of staff members had
Quality Assurance Phase | or Phase Il training. Regarding the length of service in their
position, 87% of QAE/CORs were in their current position for over a year while the

remaining 13% were more than six months but less than one year in their current

position.
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Exhibit 1.  Scope and Ability of Personnel Responsible
for Service Contracts

Who writes and awards contracts for services at your installation?

Contracting Officer: 96.7%

General Services Administration: 0.0%
DCMA: 0.0%

Other: 3.3%

Who, at your installation, is responsible for contractor surveillance?

Contracting Officer: 13.1%

Quiality Assurance Evaluator (QAE): 21.3%

Program Manager: 3.3%

DCMA: 3.3%

Customer (unit which requested required service): 29.5%
Other: 29.5%

What type of training does the majority of services acquisition contract and
project/program management staff typically receive? (Percentages do not add to 10(
since some staff members receive multiple types of training.)

Basic/Generic Project Management Training: 23.0%

Quiality Assurance Phase | Training: 13.1%

Quality Assurance Phase Il Training: 6.6%

Defense Acquisition Workforce Improvement Act Certified Training:
57.4%

= Other: 32.8%

On average, how long do Contracting Officer Representatives (CORs)/
Quality Assurance Evaluators (QAES) serve in their position?

Less than 6 months: 0.0%
6 to 12 months: 13.1%

12 to 24 months: 37.7%
24 to 36 months: 9.8%
Over 36 months: 39.3%
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The survey asked Likert-scale-based questions related to the use of a lifecycle
approach for routine and non-routine services acquisition, the extent of the use of
market research, billets for service acquisition management, and responsibilities of the
QAE. The survey data is presented in Table 5 below. Here, the answers are displayed
in three categories: percent of respondents that disagreed, were neutral, or agreed. It
should be noted that the categories of disagreed and agreed shown here also include,
respectively, those who disagreed or agreed strongly. Table 5 shows that for routine
services, only 41% agreed that lifecycle approach was a dominant strategy while for
non-routine services, only 21% agreed that this was so. The opinion was almost evenly
split about the CORS/QAES being assigned for a short term at the installation. About
44% disagreed and 38% agreed with the statement. Finally, a significant majority of
respondents indicated that the number of authorized staffing positions for services
acquisition was inadequate and that, furthermore, the existing billets were inadequately
filled. Equally importantly, it was observed that adequate oversight was not provided in

monitoring contractor performance.
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Table 5. Lifecycle Approach, Market Research, Billets and Responsibility

Disagree | Neutral | Agree N/A

Lifecycle Approach % % % %
For routine services, this was the dominant strategy 34 18 41 7
For non-routine services, this was the dominant strategy 43 25 21 11

Contracting Officer Representatives (CORs)/Quality
Assurance Evaluaters (QAES) at the installation serve in
short-term assignments (18 months or less) 44 16 38 2

Market Research

Market Research was conducted for the acquisition of

services 15 2 82 2
Service Acquisition Billets

There are adequate number of staff positions 74 10 13 3
These positions are adequately filled 66 13 16 5
These staff members are adequately trained 38 20 39 3
These staff members are adequately qualified 26 23 46 5

Responsibility of Staff Members

Persons identifying requirement also write Statement of
Work (SOW)/Statement of Objective (SOO) document

Quality Assurance Evaluaters (QAE) receive prior
formal/documented training 20 8 67 5

Quality Assurance Evaluaters (QAE) submit written
requests of performance and quality of work to Contracting

Officer (CO) 38 10 48 5
Proper level of oversight is afforded to monitor contractor
performance 57 20 23 0
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4.0 Research Findings, Analysis, and
Recommendations

This survey-based research provided a first look at empirical data related to the
acquisition of services within the Army. The 81-question, Web-based survey had 61
responses with a 75% response rate. It provided real-world data on the characteristics
of services contracts (degree of competition, contract/incentive type), various
management approaches used (organizational level and project-team approach), and
other program management issues (use of project lifecycle, length of acquisition
personnel service, extent of market research, level of staffing, and training of staffing).
A summary of our research findings, analysis, and conclusions are given below. This is

followed by our recommendations.

4.1 Research Findings and Analysis

The cumulative results of our research on contract characteristics are displayed
in Table 6. The data shows that the Army is using competitively-bid, fixed-priced
contracts a majority of the time and that the frequency of these types of contracts has
continually increased over the past six years. The results also show that contract

incentives (incentive fee or award fee/term) are rarely utilized.

Table 6. Contract Characteristics Summary

Degree of Competition Contract Type Contract Incentive

Sole Incentive | Award | Award
Competitive| Source | N/A | Fixed Cost N/A Fee Fee Term N/A
FY03 58% 10% 32% 58% 8% 34% 0% 6% 2% 92%
FY04 59% 10% 31% 60% 7% 33% 0% 5% 1% 93%
FYO05 59% 10% 30% 60% 7% 33% 1% 5% 1% 93%
FY06 62% 10% 28% 63% 8% 29% 1% 5% 2% 92%
FY07 65% 10% 25% 65% 8% 27% 1% 6% 2% 91%
FY08 66% 10% 24% 66% 8% 26% 1% 6% 2% 91%

*Medical services are not included in the table above.

ACQUISITION RESEARCH PROGRAM
GRADUATE SCHOOL OF BUSINESS & PUBLIC POLICY -21-
NAVAL POSTGRADUATE SCHOOL




]

The cumulative results of the research on a contracting organization level are
displayed in Table 7. The data shows that the majority of the work throughout each
acquisition phase was conducted at the installation level. These research findings
provide additional insight into the effectiveness of the Army’s services contract
management. The relation of where the contracts are managed to where the services
are actually performed may have an impact on the effectiveness of the contract
management process, specifically relating to contractor oversight, ensuring compliance
with contract requirements, and management of contract changes. Performing the
contracting activities at the level where the services are performed gives the contracting
officer and acquisition team (quality assurance evaluator, technical manager, financial
manager, customer representative) a better understanding of the customers’ needs and,

therefore, allows them to provide more efficient and effective procurement support.

Table 7. Contracting Organization Level Summary

Organization Level

Acquisition Phase Regional | Installation| N/A
Acquisition Planning 11% 67% 22%
Solicitation 12% 66% 22%
Source Selection 11% 62% 27%
Contract Administration 9% 70% 21%

The cumulative results of the research on the utilization of a project team
approach are displayed in Table 8. The data shows that a project team approach was
used 62% of the time. However, regardless of whether a project team approach was
used, 61% of the respondents said that the contracting officer leads the team. Best
practices in contract management reflect the use of project teams—specifically cross-
functional teams—in the management of service procurement projects. These survey
results reflect the precarious situations in which contracting officers find themselves as
they manage the services procurement process. Not only are they responsible for
managing the contractual aspects of the project but also for leading the acquisition

project team. Most of the acquisition team members are not even part of the contracting
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organization, nor do they work for the contracting officer. This may be problematic for
the success of the services contract management effort. In addition, this situation, in
which the contracting officer must lead a coordinated effort (involving quality, technical,
financial, and customer personnel) in procuring critical services without the use of a
project team, may catalyze some of the problems in managing services contracts that
were identified by the GAO.

Table 8. Project Team Approach Summary
Organizations Using Project Team Approach
No. (.)f Who leads acquisition? Who owns requirements?
Organiza-
tions SubT| Contracting | Other (PM, | Contracting Customer
otal Officer QAE) Officer (PM, QAE)
61 38 26 12 10 28
Organizations Not Using Project Team Approach
No. of Who leads acquisition? Who owns requirements?
Organiza-
tions SubT| Contracting Other (PM, Contracting Customer
otal Officer QAE) Officer (PM, QAE)
61 23 11 12 5 18

The table also shows that the customer owns the requirement 75% of the time
regardless of whether or not a project team approach was used. In this research, the
requirement is the specific service that is being procured—for example, operations
research services (a specific professional, administrative, or management service) for a
DoD agency. It is important to note that the contract management process and, more
specifically, the authorities and responsibilities of the contracting officer do not include
requirements management activities (such as determining the requirement, modifying
the requirement, assessing the effectiveness of the requirement). These activities
belong to the requirements owner—usually the organization responsible for the function
or service being procured. For example, an Army public works organization would own
and manage the grounds maintenance and custodial services being acquired by the
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contracting organization for that specific installation. It is interesting to note that
although program management (PM) or quality assurance evaluator (QAE) personnel
owned the requirement in these services contracts, we still see contracting officers
leading the acquisition effort 61% of the time. These situations—in which contracting
officers are leading the acquisition teams although the requirements are owned by
program personnel—may prove problematic to the effectiveness of the services
acquisition. This situation may result in the blurring of (or at least a conflict in) the roles
and responsibilities of authorities in the acquisition of services and the management of

service requirements.

To answer the first research questions—what types of services are typically
contracted for at Army installations and what is the annual expenditure for these
services—we used the FPDS database to analyze how much the Army spends annually
on all of the various service categories. This database was used to pull up the most
recent data, which was the FY 2008 data. Table 9 shows that the Army spent over $40
billion on the seven service categories listed. This represents over 67% of the dollars

the Army spent on all services—not including construction costs—in FY 2008.

Table 9. Army Expenditures by PSC for FY 2008
(FPDS, 2009)

PSC Category (Description) FY08$M
R - Professional, admin, & mngt support $23,914
Z- Maintenance & repair of real property $4,631
J - Maintenance & repair of equipment $3,994
D- Data processing and telecom $3,116
S - Utilities & housekeeping $3,071
Q - Medical $896
V - Transportation $446

To answer the second research question—what type of acquisition strategies,
procurement methods, and contracts are being used to acquire services—we analyzed

responses from the survey questions that pertained to the dominant contract
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characteristics and the dominant services acquisition management methods. The
results show that the acquisition management phases (acquisition planning, solicitation,
source selection, and contract administration) are conducted at the installation level
over 60% of the time. The data also shows that the majority of contracts are
competitively bid, fixed priced, and rarely include incentives. This holds true for all
service categories except for medical. Most respondents did not have experience
contracting for medical services, which lead to an overwhelming number of not

applicable responses.

To answer the third research question—how are these service contracts
managed—we analyzed the questions regarding acquisition services management and
services acquisition leadership and staffing. The data shows that a lifecycle approach is
used more often for the acquisition of routine services than it is for the acquisition of
non-routine services. Lifecycle approach is used approximately 40% of the time for the
acquisition of routine services versus only 21% of the time when acquiring non-routine
services. The use of a lifecycle approach should be a concern for ensuring proper
project management of non-routine services contract acquisition. Since the services
being acquired are of a non-routine nature, one would expect higher levels of
uncertainty—and, thus, higher levels of project risk—in the acquisition process for these
services. One method for reducing risk is through the use of a project lifecycle with
project phases, gates, and decision-points for monitoring and controlling the
progression of the services acquisition process. Without the use of a project lifecycle,
the services acquisition project may be vulnerable to excessive risk in terms of meeting

cost, schedule, and performance objectives of the project.

In addition, the respondents overwhelmingly disagreed that their organization
had sufficient acquisition positions and also disagreed that those positions were
adequately filled. This data supports the GAO reports that as the acquisition of services
increases on an annual basis, the acquisition workforce is not adequately manned to

meet this growing demand.
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To answer the fourth research question—what type of organization/management
structures are used to manage contracted services—we analyzed the questions
regarding services acquisition management methods and services acquisition
leadership. The data also shows that 62% of the respondents’ organizations utilize a
project team approach; however, 68% of the respondents said that the contracting
officer leads the team. In addition to leading the acquisition team, the contracting officer
writes and awards the contract. While the contracting officer often leads the acquisition
team, the data shows that the customers generate the requirement through writing the
statement of work (SOW) approximately 83% of the time.

To answer the final research question—what training does contract and
project/program management staff receive—we examined the survey questions
concerning services acquisition management methods and services acquisition
leadership. The data from these questions indicate that services acquisition members
are inadequately trained. Only 39 respondents agreed that the acquisition workforce
was adequately trained while just 45% of the respondents agreed that the workforce
was adequately qualified. Although a large percentage of the respondents did not
agree that the workforce was adequately qualified, the results show that contracting
personnel are receiving training of some sort. There were numerous comments
provided for the question regarding the type of training received. These comments
included a range of answers from “none, learn by doing” to “whatever is offered on-line.”
Additionally, QAEs are receiving formal, documented training 67% of the time, although
they are only submitting required written reports on contractor performance 47% of the

time.

4.2 Recommendations

To improve the management of services acquisition, the first recommendation is
to increase the effectiveness and availability of training to ensure a qualified acquisition
workforce. Based on the results from the research, respondents indicated that only
39% agreed that the acquisition workforce was adequately trained. In addition, only
45% of respondents agreed that acquisition staff members were adequately qualified.
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Respondents also provided numerous negative comments regarding the poor quality
and the lack of training. The recommended training should focus on all phases of the
contract management process and related Federal Acquisition Regulation (FAR) policy.
Additionally, training on areas related to working in cross-functional teams and using
project lifecycles should be provided to all acquisition workforce in ACC. Finally, and
more importantly, if ACC contracting officers will continue to act as de-facto project
managers by leading the acquisition teams, then they should receive training on project

management concepts, project control techniques, and project leadership.

Another recommendation to improve the overall management of services
acquisition is to increase the size of the acquisition workforce, reversing the downsizing
trend that began in the 1990s. The results of this research show that the number of
CORSs/QAEs also needs to be increased. Respondents agreed that proper oversight
was occurring just 23% of the time. Increasing the size of the workforce will allow for

better oversight and help ensure that contractor performance is properly monitored.

Another recommendation is to maintain the positive trend of increasing the
number of competitively-bid, fixed-price contracts as depicted in Table 2. These types
of contracts promote competition, which ensures the Government gets the right services
at the best value. Fixed-price contracts shift the risk of cost overruns away from the
Government and onto the contractor. This also serves to incentivize the contractor to

complete tasks within budget.

Given the total amount of money spent and the scope of services acquisition in
the Department of Defense, the opportunity for conducting research in this important
area is limitless. In the spirit of identifying some specific projects for future research,
one area that stands out is contracting for medical services. During the course of this
research, we discovered that medical services are procured by a medical procurement
officer and not a member of the Army Contracting Center. Further research should
include who procures these services, how are they procured, and how this compares to

the service categories procured by the Army.
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We also recommend that the survey instrument be improved (see Rau &
Stambersky, 2009) and the survey be sent to units currently deployed to the CENTCOM
area of responsibility. By collecting this data, comparisons can be made between
contracting practices of deployed and non-deployed units. The survey should also be
utilized by other DoD agencies such as the Marine Corps, the Special Operations
Command (SOCOM), and the Transportation Command (TRANSCOM), all of which
contract for services.
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. Contracting Government Procurement Functions

" Contractors in 21%-century Combat Zone

. Joint Contingency Contracting

" Model for Optimizing Contingency Contracting, Planning and Execution
. Navy Contract Writing Guide

" Past Performance in Source Selection

. Strategic Contingency Contracting

" Transforming DoD Contract Closeout

= USAF Energy Savings Performance Contracts
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" Budget Scoring
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. Financing DoD Budget via PPPs
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Budgeting Reform

" PPPs and Government Financing
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Human Resources

. Indefinite Reenlistment
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. Learning Management Systems

" Moral Conduct Waivers and First-tem Attrition
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Logistics Management
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. Naval Aviation Maintenance and Process Improvement (2)
" Optimizing CIWS Lifecycle Support (LCS)

" Outsourcing the Pearl Harbor MK-48 Intermediate Maintenance Activity
" Pallet Management System

. PBL (4)

" Privatization-NOSL/NAWCI

. RFID (6)

" Risk Analysis for Performance-based Logistics

" R-TOC AEGIS Microwave Power Tubes

" Sense-and-Respond Logistics Network

- Strategic Sourcing

Program Management

" Building Collaborative Capacity

" Business Process Reengineering (BPR) for LCS Mission Module
Acquisition

" Collaborative IT Tools Leveraging Competence
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" Knowledge, Responsibilities and Decision Rights in MDAPs
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" Managing the Service Supply Chain
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" Terminating Your Own Program

. Utilizing Collaborative and Three-dimensional Imaging Technology

A complete listing and electronic copies of published research are available on our
website: www.acquisitionresearch.org
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