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1. Introduction 
 
This report from the Center for Strategic and International Studies (CSIS) examines the 
contracting practices of the Department of Homeland Security (DHS) and the contractor base 
that supports it. It takes an in-depth look at the contracting trends for products, services, and 
research and development (R&D) in DHS as a whole and in six of its key components: Customs 
and Border Protection (CBP), the U.S. Coast Guard (USCG), the Transportation Security 
Administration (TSA), the Office of the Secretary (OSEC), the Federal Emergency Management 
Agency (FEMA), and the Immigrations and Customs Enforcement (ICE).1 

Although DHS was enacted by law in 2002 and created as a separate entity in 2003, this 
report only covers the period 2004 to 2010 because 2004 was the first full fiscal year of DHS 
operations. As a result, by 2004 contract spending data are not only available for all key 
components, they also reflect the updated list of homeland security missions. As in previous 
reports on contract spending by the federal government, the Defense-Industrial Initiatives Group 
(DIIG) at CSIS relies upon the Federal Procurement Data System (FPDS) as its primary source 
of data. All dollar amounts in this report are obligated dollars as reported in FPDS, and, except 
where noted, are in 2010 constant dollars. All years noted are fiscal years. 

Due to the fact that it relies almost exclusively on FPDS data, the analysis presented in 
this report incurs five notable restrictions. First, contracts awarded as part of supplemental 
packages are not separately classified in FPDS or in this report. As a result, we do not distinguish 
between contracts funded by the DHS base budget and those funded by supplemental 
appropriations. Annual deobligations are also not included, though these were significant only in 
2010 when their total reached some $800 million. Secondly, our analysis only covers contracts 
that are both funded by and contracted through DHS and does not include those funded by DHS 
and contracted by other government entities. Third, reporting regulations require only that 
unclassified contracts be included in FPDS. We interpret this to mean that few, if any, classified 
contracts are in the data base, though this is likely only relevant for R&D contracts. Fourth, 
FPDS includes only prime contracts because there are no publicly available data to distinguish 
subcontracts as a separate category. Therefore, only prime contract data are included in this 
report. Finally, it should be noted that classifications of contracts differs between FPDS and 
individual companies. For example, some contracts that a company may consider as services are 
labeled in FPDS as products, and vice versa. This may cause some discrepancies between 
companies’ reports and those of the federal government. In addition, companies may report 
agency funding from subcontracts. As noted, this report cannot separate subcontract data by 
company. 

                                                           
1 These key components align closely with the eight department’s heads of contracting activity (HCAs), which are 
CBP, ICE, FEMA, TSA, USCG, Secret Service, Federal Law Enforcement Training Center (FLETC), and the 
Office of Procurement Operations (OPO). 
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 The report is divided into five sections, including this introduction. Section 2 focuses on 
overall DHS contract spending, including top line department spending as well as spending on 
products, services, and R&D. Section 3 provides an in-depth look into contract spending by the 
key DHS components and their spending on products, services, and R&D. Section 4 analyzes 
department-wide contracting trends by three key contract characteristics: level of competition, 
type of funding mechanism, and type of contract vehicle. Lastly, section 5 examines the 
contractor base supporting DHS and provides data on the top 20 DHS contractors, both in the 
aggregate and by the categories of products, services, and R&D. Data on the distribution of 
contracts among small, medium, and large firms are also presented in this section. 

  



4 
 

2. Overall DHS Contracting Trends 
 
The following section presents the overall federal-level funding for homeland security, including 
but not limited to DHS (Figure 2-1). It also provides an in-depth look at DHS top line contract 
spending. Total DHS outlays are examined in Figure 2-2, followed by contract dollars spent on 
products, services, and R&D in Figure 2-3. The same categories are presented as percentage 
shares of total DHS contract spending in Figure 2-4. The text offers explanations for each figure. 
Note that the R&D data combine five of the six FPDS R&D contract categories: basic research, 
applied research and exploratory development, advanced development, engineering 
development, and operational systems development. Contract spending on the category of 
management and support (in this and all other CSIS reports) is included in services. 
 
 
Total Federal Homeland Security Funding—Figure 2-1 
 
At the federal level, homeland security activities are undertaken by a number of departments as 
shown in Figure 2-1 below. It is important to note that this figure does not include all DHS 
spending: it includes DHS spending on homeland security but leaves out DHS spending on non-
homeland security activities. However, for the rest of this report, all DHS spending (both 
homeland security and non-homeland security) is included in the contracting data presented. 
 

As illustrated in Figure 2-1, DHS is the lead department for funding homeland security 
activities at the federal level. It was enacted by law on November 25, 2002, and created as a 
separate agency on March 1, 2003. Collecting and reorganizing much of the existing homeland 
security domain under one organization, DHS combined the efforts and activities of 22 federal 
agencies and 180,000 employees.2 In 2010, the DHS budget for federal-level homeland security 
activities of nearly $33 billion accounted for nearly 50 percent of the total U.S. homeland 
security budget.3 

 
The second largest agency by federal homeland security funding is the Department of 

Defense (DoD), which receives nearly $20 billion annually for homeland security missions. In 
2010, this accounted for 28 percent of the funding for federal homeland security activities. Other 
departments active in the homeland security field, though with much smaller budgets than DHS 
and DoD, include the Department of Health and Human Services (HHS), the Department of 
Justice (DoJ), the Department of Energy (DoE), and the Department of State (DoS). Figure 2-1 
below presents the breakdown of the funding for federal homeland security activities across the 
various federal departments for the past seven years. 
                                                           
2 Department of Homeland Security, “Fact Sheet: Leadership and Management Strategies for Homeland Security 
Merger,” February 11, 2004, http://www.dhs.gov/xnews/releases/press_release_0345.shtm. 
3 Congressional Research Service, “Homeland Security Department: FY2011 Appropriations,” December, 23, 2010, 
http://www.fas.org/sgp/crs/homesec/R41189.pdf 
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Figure 2-1. Total Federal Homeland Security Funding, 2004–2010 

 
Data source: Jennifer E. Lake, et al., Homeland Security Department: FY2011 Appropriations (Washington, D.C.: 
Congressional Research Service, December 2010), p. 79. 

 
Top Line DHS Contract Spending—Figure 2-2 
 
Figure 2-2 presents total DHS outlays for the period 2004 to 2010 and total dollars spent by DHS 
on all of its contracts. In this report, contract spending is the department’s purchase of a product 
or service from an external, nongovernment source. In the figure below, contract spending in 
FY2010 dollar amounts is shown by the bars and the amounts on the left-side y-axis and as a 
percentage of total DHS outlays by the line at the top of the graph and the percentages on the 
right-side y-axis. Contract spending combined with other DHS outlays reflects the department’s 
total spending outlay. (Note that this total figure is not equivalent to the department’s budget 
authority as outlays trail congressional authorizations and appropriations and are sometimes 
spread over several years.) The bottom portion of each bar illustrates DHS federal spending on 
contracts and the upper portion on noncontract spending, which includes personnel and grants to 
state and local governments. While some of that grant funding goes to contracts at the state and 
local level, this report focuses only on federal-level contract spending. Subsequent charts in this 
report provide more in-depth analyses of the lower portion of the bar chart.  

During the years 2004 to 2010, contract dollars awarded by DHS increased by 56 percent, 
from $9 billion in 2004 to $14 billion in 2008, 2009, and 2010. In absolute terms, DHS contract 
spending increased by 89 percent between 2004 and 2006, before dropping by 24 percent to $13 
billion in 2007. Spending then stabilized at $14 billion through 2010. However, contracts as a 
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percentage of total outlays fluctuated due to the volatility of DHS noncontract spending. These 
outlays have been consistently larger than DHS contract spending at the federal level. An 
example of this can be seen in the post-Katrina spending for 2006, which increased by 93 percent 
from $29 billion in 2005 to $56 billion in 2006, before decreasing by half the following year. 
Another example of DHS’s noncontract spending is spending on preparedness grant programs to 
state, local, territory, and tribal governments. In 2009 and 2010, Homeland Security 
Preparedness Grant Programs alone accounted for $3 billion and $2.7 billion, respectively.4 

Figure 2-2. Top Line DHS Outlays and Contract Spending, 2004–2010 
 

 

Source:  DHS outlay data are from the Office of Management and Budget; DHS contract spending data are from 
https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding; data do not reflect deobligations. 
 
Figure 2-2 shows that the DHS spending structure is relatively stable, but it occasionally 
undergoes significant changes. As will be explored later in this report, these changes occur 
because the levels of many DHS funds are driven by the response to specific events, such as 
natural disasters or terrorist attacks. The volatility of DHS’s noncontract outlays is reflective of 
this response-focused spending. 

                                                           
4 Department of Homeland Security, FY2010 Preparedness Grant Programs Overview, December 8, 2009, p. 2, 
http://www.dhs.gov/xlibrary/assets/grant-program-overview-fy2010.pdf. 
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Additionally, although contracts tied to supplemental appropriations are not separately 
classified in FPDS or in this report, there are a few years with larger supplementals. These years 
correlate with increases in DHS contract spending. For year 2006, this is particularly evident as 
supplemental funding was provided for disaster relief efforts in the aftermath of hurricanes 
Charley, Frances, Ivan, Jeanne, Katrina, and Rita. For this specific two-year period, FEMA 
received approximately $66.5 billion in additional funds. In 2009, the funding pursuant to the 
American Recovery and Reinvestment Act (ARRA) also contributed to spending increases 
across the department and its components, providing additional funding of more than $2.2 
billion. By May 2011, the most recent month for which data are available, DHS had paid out a 
total of $912.8 million of these funds.5 

 
 
DHS Contract Spending for Products, Services, and R&D—Figure 2-3 
 
As highlighted by Figure 2-3, the majority of DHS contracts—between two-thirds and three-
quarters of them—are awarded for services. For the period 2004 to 2010, the majority of contract 
dollars—worth $27 billion—were spent on professional, administrative, and management 
services (PAMS), including $4.2 billion in R&D management and support services. The second 
and third largest service categories, by value, were facility-related services (including 
construction) and information and communication technologies (ICT), at $16 and $14 billion, 
respectively. As is illustrated in Figure 2-3 below, total DHS spending on services for the entire 
seven-year period increased by 85 percent, much more than it did for products. Spending for 
services increased the most between 2004 and 2006, peaking at $13.2 billion. In more recent 
years, 2007 to 2010, annual spending on services stabilized at around $10 billion. As a share of 
total DHS contract spending (see Figure 2-4), services also increased, relative to products, with 
the strongest growth experienced in 2006, as services jumped to 78 percent (up from 61 percent 
in 2005) of total contract spending. Since 2007, spending on services fluctuated within the mid-
70 percent range. 

Contracts awarded for products during this seven-year period increased more marginally, 
relative to services, by a total of 23 percent. The largest jump in spending on products occurred 
in 2005 with an annual growth of 69 percent, after which spending decreased by 30 percent in 
2006 to $3.1 billion. Increasing by 10 percent in 2007 to $3.4 billion, spending on products 
ultimately declined during the period 2007 to 2010. Products as a share of overall DHS contract 
spending reflect a near inverse image of services (Figure 2-4). Claiming 29 percent in 2004, 
product’s share decreased to 23 percent in 2010, with annual fluctuations in between. However, 
the 30 percent decrease experienced from 2005 to 2006 (from $4.4 billion to $3.1 billion) 
represents the largest year-over-year change in spending on products across all years. For both 
                                                           
5 Department of Homeland Security, “American Reinvestment and Recovery Act: Agency Reporting,” May 6, 2011, 
http://www.recovery.gov/Transparency/agency/reporting/agency_reporting2.aspx?agency_code=70&dt=05/06/2011
. 
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product and service spending, the sharp fluctuations in 2006 reflect DHS spending in the 
aftermath of Hurricane Katrina. 

Spending on R&D contracts has always comprised a minor portion of total DHS 
spending, and it has declined since 2006 ($1.1 billion to $400 million in 2010). Figure 2-4 
illustrates how, as a share of total DHS contract spending, R&D claimed less than 10 percent in 
any given year. Peaking at 8 percent in 2004, its share gradually decreased to 3 percent in 2010. 
Compared to other parts of the federal government that rely on investment in R&D for 
improving their functional capacities, this level of spending is particularly low. Furthermore, 
DHS spends a significantly larger amount of contract dollars on R&D management and support 
than on actual R&D. For the period 2004 to 2009, a total of $4.4 billion was spent on R&D 
management and support, double the $2.2 billion spent on actual R&D.  By comparison, between 
2004 and 2010, the Defense Department spent roughly 11 to 14 percent of its overall contract 
outlays on R&D each year. In 2009, $43.4 billion were spent on actual R&D and $1.7 billion 
were spent on R&D management and support contracts. 

Figure 2-3. DHS Contract Spending on Products, Services, and R&D, 2004–2010 

 
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding.  
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Figure 2-4. DHS Contract Spending by Category in Percentage Terms, 2004–2010 
 

  
Source: https://www.FPDS.gov; CSIS analysis.  
Note: The “unlabeled” category, which accounts for less than $200 million in any given year, is not included. 
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3. Contract Spending by DHS Component 
 
This section examines contract spending across six key components within DHS: Customs and 
Border Protection (CBP), the U.S. Coast Guard (USCG), the Transportation Security 
Administration (TSA), the Office of the Secretary (OSEC)6, the Federal Emergency Management 
Agency (FEMA), and the Immigration and Customs Enforcement (ICE). Each component’s 
share of total spending is evaluated relative to the others as well as in the context of overall DHS 
contract spending. Spending for each component is also broken down by products, services, and 
R&D.  
 
 
DHS Contract Spending by Component—Figure 3-1 
 
An analysis of contract spending by the key DHS components reveals a relatively stable 
contracting environment across all components, with some exceptions. The components with the 
most noticeable overall growth in contract spending include OSEC and CBP, which have 3-year 
annual growth rates of 27.9 and 5.2 percent, respectively, between 2007 and 2010. Each 
component is described below. 

CBP 
During the period 2004 to 2010, CBP experienced a total growth in contract spending of 

71 percent. The largest year-to-year increases occurred in 2006 and 2008, at 33 and 32 percent, 
respectively. The 2006 surge in spending is reflective of the heightened border security efforts 
along the southwest border, and it coincided with the initiation of several CBP programs and 
relevant pieces of legislation, most notably the multiyear Secure Border Initiative (SBI) in 2005 
and the Secure Fence Act of 2006.7 CBP’s 5 percent increase in spending in 2010 can be largely 
attributed to the $680 million dollars appropriated by the ARRA in 2009. Specifically, ARRA 
funds are to be spent on the construction of new CBP-owned Land Ports of Entry (LPOE), 
nonintrusive inspection technology, border security enhancement along the southwest border, 
and tactical communications.8 

 
 
 

                                                           
6 OSEC is a combination of a number of smaller entities within DHS, including but not limited to the Privacy Office, 
the Office for Civil Rights and Liberties, the Office of the Inspector General, the Citizenship and Immigration 
Services Ombudsman, the Office of Legislative Affairs, the Office of the General Counsel, the Office of 
Counternarcotics Enforcement, the Office of Procurement Operations, and the Office of Intergovernmental Affairs. 
7 In January 2011, CBP’s SBInet program was cancelled due to cost overruns and schedule delays. DHS has since 
affirmed its planned spending on COTS technologies for future border security activities. 
8 Department of Homeland Security, “Implementing the American Recovery and Reinvestment Act of 2009,” 
http://www.dhs.gov/xopnbiz/recovery.shtm. 
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USCG 
The Coast Guard’s levels of contract spending remained steady across the 2004–2010 

period, with spending fluctuating between $2.3 and $2.8 billion annually. The last three years 
experienced the highest levels of spending, with contract values of over $2.5 billion each year.  

 
TSA 

TSA’s contract spending showed no overall growth for the seven-year period examined. 
Though $2 billion was spent in both 2004 and 2010, spending in the interim years was lower 
than the outlier years and fluctuated annually by as much as 12 percent. These changes can be 
ascribed to TSA’s personnel sourcing decisions as well as to the buildup of aviation security 
measures. Under the Screener Partnership Program (SSP) of 2004, airports were provided with 
the opportunity to “opt out” of TSA federal screening personnel in lieu of privately contracting 
this service under TSA management (by 2011 there were 16 SSP airports). Although the 
screening costs associated with this program are supposed to equal those of non-SSP airports, 
TSA estimates in 2007 calculated operating costs to be 17 percent higher than non-SSP airports, 
and this cost variation can, in part, explain TSA’s rising contract spending on services for the 
2004–2010 period.9  

OSEC 
During the period analyzed, OSEC’s contract spending increased dramatically by 900 

percent. Although its spending increased in absolute terms across all years, the greatest 
percentage growth occurred in the initial years, from $300 million in 2004 to $800 million in 
2005 (an increase of 167 percent) and to $1.2 billion in 2006 (an increase of 50 percent). OSEC’s 
spending experienced another 50 percent spurt following a rise in spending from $2 billion in 
2009 to $3 billion in 2010 growth (the greatest year-over-year growth by value). The increased 
spending in 2010 is, however, reflective of an organizational adjustment, under which the 
Federal Protective Service, previously under ICE, was transferred to the Office of Procurement 
Operations, a subcomponent of OSEC. The interim years also experienced substantial growth 
rates ranging between 17 and 21 percent, due in part to organizational realignments rather than 
dramatic changes in contract spending.  

FEMA 
FEMA contract spending shows the most volatility of any DHS entity over the seven-

year period covered in this report. Though it experienced the highest annual level of contract 
spending of any component—$7.5 billion spent in 2006 for disaster relief—this had decreased 
15-fold by 2010.10 The 12 percent increase in spending experienced between 2007 and 2008 
($1.7 billion to $1.9 billion, respectively) can be attributed to spending following hurricanes 
                                                           
9 Government Accountability Office, “Aviation Security: TSA’s Revised Cost Comparison Provides a More 
Reasonable Basis for Comparing the Costs of Private-Sector and TSA Screeners,” p. 4, March 4, 2011, 
http://www.gao.gov/new.items/d11375r.pdf. 
10 The decrease presented here does not include $800 million deobligated in 2010. 

http://www.gao.gov/new.items/d11375r.pdf
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Gustav and Ike. This again illustrates the response-based nature of contract spending on disaster 
relief, largely under the purview of FEMA.  

ICE 
 Between 2004 and 2010, ICE’s total contract spending increased by 100 percent. The 
greatest growth occurred in years 2005 and 2006 with increases of 57 and 55 percent, 
respectively. In dollar terms the greatest spending occurred during the 2007–2009 period and 
corresponds with several new responsibilities appointed to ICE, most notably the Alien Criminal 
Apprehension Program (now Criminal Alien Program), which was incorporated into ICE in 2007 
from US Citizenship and Immigration Services.11 Additionally, in 2008 the Secure Communities: 
A Comprehensive Plan to Identify and Remove Criminal Aliens (SC/CIRCA) was established.12 
During the years covered in this report, ICE also launched its principal information technology 
program, ATLAS, a multiyear program to enhance the agency’s information sharing and 
technological infrastructure.13 

Other DHS 
The category of “Other DHS” encompasses a number of entities, including the Bureau of 

Citizenship and Immigration Services, the U.S. Secret Service, and the Federal Law Enforcement 
Training Center. With a combined total spending of $500 million in 2004, contract spending by 
the entities in this category grew to $1.1 billion in 2010, a total growth of 120 percent. The 
category of “Other DHS” experienced fairly stable annual growth until 2008 when spending 
peaked to $1.2 billion. The following year, spending declined by 9 percent to $1.1 billion where 
it remained through 2010. As indicated by the 7.2 percent growth rate during the 2007–2010 
period. 

  

                                                           
11 Department of Homeland Security, “Fact Sheet: Criminal Alien Program,” March 29, 2011, 
http://www.ice.gov/news/library/factsheets/cap.htm. 
12 Department of Homeland Security, “Secure Communities: Quarterly Report Fiscal Year 2010 Report to 
Congress,” p. 2, March 1, 2010. 
http://www.ice.gov/doclib/foia/secure_communities/congressionalstatusreportfy101stquarter.pdf. 
13 Department of Homeland Security, “DHS Exhibit 300 Public Release BY08/ICE-Automation and Modernization 
(Atlas) 2008,” February 12, 2007, http://www.dhs.gov/xlibrary/assets/mgmt/e300-ice-atlas2008.pdf. 
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Figure 3-1. DHS Contract Spending by Component, 2004–2010  

 
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding. 
Note: Other DHS is featured in this figure to present total department spending. It is not a key component analyzed 
in subsequent charts. 
 
 
DHS Contract Spending on Products by Key DHS Component—Figure 3-2 
 
This next figure shows contract spending on products by DHS component. Such spending grew 
fairly steadily from 2004 to 2010 for all components, with the exception of TSA and FEMA. The 
majority of contract dollars for products were spent by USCG and CBP, though both components 
experienced negative growth (annual rates of -4.9 and -1 percent, respectively from 2007 to 
2010). 

 
CBP 

Between 2004 and 2010, spending on products by CBP increased 133 percent, the second 
largest seven-year growth rate in products experienced by any DHS component. The strongest 
year-to year growth occurred in 2006 with a 100 percent jump in spending to $600 million (up 
from $300 million in 2005), followed by a 33 percent rise in 2007 with spending of $800 million, 
at which point spending stabilized through 2009. 
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USCG 
Total contract dollars spent on products by USCG remained relatively stable for the 

period 2004 to 2010. However, as a share of overall DHS contract spending, that spending varied 
due to the change in spending across the rest of DHS. For example in 2004, USCG’s spending of 
$1 billion accounted for 38 percent of total DHS contract spending on products ($2.6 billion). In 
2010, this share was the same. However, during the interim years, USCG’s share of total DHS 
spending on products ranged from 23 to 41 percent. In dollar terms, average annual spending 
hovered at around $1 billion for all years, with the exceptions of 2006, 2007, and 2010. The 2007 
surge in contract spending for products by the Coast Guard can be attributed in part to the 
acquisition of new national security cutters. Specifically, in 2007 Integrated Coast Guard 
Systems (a Lockheed Martin/Northrop Grumman joint venture) was awarded a $255-million 
contract for the continuation of construction of the first two (of eight) national security cutters in 
addition to a $337-million contract for the construction of the third.14 Similarly, the 20 percent 
rise in spending in 2010 (from $1 to $1.2 billion) coincides with the fourth national security 
cutter contract for $480 million, awarded in November 2010 to Northrop Grumman Shipbuilding 
(now Huntington Ingalls Industries).15  

TSA 
TSA’s contract sending on products had a three-year annual growth rate of 7.7 percent 

from 2007 to 2010. However, its spending on products during the entire seven-year period 
actually decreased by 14 percent. In the early years, spending decreased from $700 million in 
2004 to $400 million in 2005 (a decrease of 43 percent), followed by a period of increased 
spending to reach $600 million by 2010. This rise in spending was largely channeled into 
aviation security and funded in the American Reinvestment Recovery Act (ARRA) of 2009. 
ARRA provides some $1 billion in funding, of which $700 million go to aviation security and to 
the Electronic Baggage Screening Program (EBSP), one of DHS’s top five programs by value.16 
Additionally, in direct response to the attempted terrorist attack in December 2009, TSA 
increased the number of Advanced Imaging Technology (AIT) units to be deployed from 878 to 
1,800 units, which increased 2010 spending on products.17  

 
 

                                                           
14 U.S. Coast Guard, “Coast Guard Awards Contract for Third National Security Cutter,” August 8, 2007,  
https://www.piersystem.com/go/doc/786/167626/ 
15 Linda M. Johnson, “Coast Guard Awards Contracts for National Security Cutters 4 & 5,” U.S. Coast Guard 
Acquisition Directorate Newsletter, February 2011,  
http://www.uscg.mil/acquisition/newsroom/pdf/CG9newsletterFeb11.pdf. 
16 Department of Homeland Security, “Electronic Baggage Screening Program: Program Specific Recovery Plan,” p. 
2, May 15, 2009, http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-
15.pdf. 
17 See, for example, Government Accountability Office, “Aviation Security: TSA is Increasing Procurement and 
Deployment of the Advanced Imaging Technology, but Challenges to This Effort and Other Areas of Aviation 
Security Remain,” p. 1, March 17, 2010, http://www.gao.gov/new.items/d10484t.pdf. 

http://www.uscg.mil/acquisition/newsroom/pdf/CG9newsletterFeb11.pdf
http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-15.pdf
http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-15.pdf
http://www.gao.gov/new.items/d10484t.pdf
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OSEC 

Although OSEC spending on products increased in absolute terms until 2009, its 
spending relative to other agencies for the entire seven-year period remained fairly stable (see 
Figure 3-5). 

FEMA  
 FEMA’s spending on products shows the highest levels in 2004, 2005, and 2006 ($0.4, 
$2.2, and $0.8 billion, respectively). For the years 2007 to 2009, contract spending on products 
was around $200 million, dropping to less than $100 million in 2010. The slight increase to $300 
million experienced in 2008 coincides with disaster relief following hurricanes Gustav and Ike in 
2007 (the 2008 fiscal year began on October 1, 2007). 
 
ICE 
 Overall, ICE spending on products constitutes a relatively small portion of the DHS total. 
Although such spending increased by 100 percent over the seven-year timeframe, ICE’s annual 
spending level for products has fluctuated between $100 and $200 million.  
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Figure 3-2. DHS Contract Spending on Products by Key DHS Component, 2004–2010 
 

  
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding. 
 
 
DHS Contract Spending on Services by Key DHS Component—Figure 3-3 
 
This next figure shows contract spending on services by key DHS components. Compared to 
spending on products, DHS contracts for services in the 2004–2010 period accounted for a much 
larger portion of outlays. During this seven-year period, all component spending on services 
contracts (with the exception of FEMA) grew more than 30 percent overall. OSEC, ICE, and 
TSA experienced the highest overall growth rates, at 115, 100, and 63 percent, respectively. 

 
CBP 

Relative to other components’ spending on services, CBP witnessed the smallest overall 
growth (33 percent) during the period 2004 to 2010; however, CBP remained one of the largest 
purchasers of services during this period. The sharpest year-to-year fluctuations occurred in 2005 
with a decrease of 27 percent (from $1.5 to $1.1 billion), followed by the largest increases of 27 
percent in 2006 ($1.1 to $1.4 billion) and 31 percent in 2008 ($1.6 to $2.1 billion). Following a 
10 percent decline in 2009 ($2.1 to $1.9 billion), spending rose again to surpass the $2-billion 
mark in 2010.  
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USCG 

The Coast Guard’s contract spending on services during this seven-year period increased 
by a total of 36 percent, with the last three years experiencing an annual growth rate of 8.9 
percent. The greatest annual spending increase (36 percent) occurred in 2005, when spending 
reached $1.5 billion up from $1.1 billion in 2004. Following decreased spending in 2006 and 
2007 of $1.2 billion each year, spending on services rose by 17 percent to $1.4 billion in 2008 
and by an additional 7 percent to $1.5 billion in 2009 and 2010. 

TSA 
Spending on services by TSA experienced a seven-year increase of 63 percent, with 

spending levels above $1 billion beginning in 2005. The largest annual increase (38 percent) 
from $800 million in 2004 to $1.1 billion in 2005 corresponds with the establishment of the 
Screener Partnership Program (SSP) a year earlier.   

TSA’s contract spending on services is expected to rise in the coming years. The GAO 
has already estimated an increase of $2.4 billion in staffing costs as a direct result of the 
significant increase in the number of deployed AIT systems over the course of the program’s 
expected service life.18 If TSA resumes expansion of the SSP program, the additional staff 
needed to operate AIT systems may be contracted from the private sector, causing service 
contract spending to increase further. 

OSEC 
OSEC contract spending on services experienced the greatest overall growth for the 

seven-year period as well as for the 2007 to 2010 timeframe, as indicated by a three-year CAGR 
of 33 percent. The sharpest increase, 56 percent, occurred in the 2009–2010 period, with 
spending on services rising from $1.6 billion to $2.5 billion (for additional details see Figure 
3-5). 

FEMA 
As discussed earlier in this report, the volatility of FEMA’s annual spending both overall 

and on contracts reflects the DHS response-based approach to disaster relief. As a result of 
Hurricane Katrina, service contract spending by FEMA jumped by 300 percent to reach $2.8 
billion in 2005 (up from $700 million the previous year) and by 118 percent in 2006 to a peak 
spending of $6.1 billion. By 2010, spending diminished to just 1/12th of pre-2006 levels.19  

ICE 
Contract spending on services by ICE grew by 100 percent, the second largest growth 

rate amongst the key DHS components for the 2004–2010 timeframe. The greatest year-over-
                                                           
18 See, for example, Government Accountability Office, “Aviation Security: TSA is Increasing Procurement and 
Deployment of the Advanced Imaging Technology, but Challenges to This Effort and Other Areas of Aviation 
Security Remain,” p. 2, March 17, 2010, http://www.gao.gov/new.items/d10484t.pdf. 
19 The decrease presented here does not include $800 million deobligated in 2010. 

http://www.gao.gov/new.items/d10484t.pdf
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year increase occurred in 2005 when spending reached $1 billion, up from $600 million in 2004 
(an increase of 67 percent). Spending increased the following year by 50 percent in 2006 to $1.5 
billion.  

Figure 3-3. DHS Contract Spending on Services by Key DHS Component, 2004–2010 
 

  
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding. 
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DHS Contract Spending on R&D by Key DHS Component—Figure 3-4 
 
Annual contract spending on R&D across all DHS components accounted for less than $1 billion 
during all but one year of the period 2004 to 2010. The components with the highest levels of 
R&D contract spending were TSA during 2004 and 2005, FEMA in 2006, and CBP in 2008. The 
Coast Guard maintained the most consistent spending of all components. As noted previously in 
this report, the R&D analysis provided in this section combines five of the six FPDS R&D 
contract categories: basic research, applied research and exploratory development, advanced 
development, engineering development, and operational systems development. Contract 
spending on the category of management and support (in this and all other CSIS reports) is 
included in services and not in R&D. 

CBP 
CBP contract spending on R&D experienced an annual growth of 19.1 percent during the 

period 2007 to 2010, the highest growth of any DHS component in those years. The sharpest 
increase occurred in 2008 as spending reached $400 million, of which the majority ($313.7 
million) was allocated to “engineering development” contracts. 

USCG 
Contract spending on R&D by the Coast Guard shows consistency, specifically for the 

years 2004 to 2007, each of which witnessed spending levels above $200 million. The most 
contract dollars during the period 2004 to 2010 were spent on “engineering development,” worth 
between $104 million in 2004 to just over $148 million in 2008. 

TSA 
Contract spending on R&D by TSA 2004 and 2005 was primarily on “basic research,” 

with $318.5 million and $276.2 million awarded, respectively. Post 2005, however, TSA 
spending on R&D decreased to under $100 million per year. 

OSEC 
Of all the DHS components, contract spending on R&D by OSEC grew most 

significantly from 2004 to 2010, especially in the years 2007 to 2010, which witnessed a 17 
percent annual growth rate. The largest contract spending in a specific R&D category during the 
period 2004 to 2010 occurred in 2005, with $51.1 million spent on “basic research.” The second 
and third largest categories for this period were in 2009 and 2010, with contracts for 
“engineering development” totaling $43 and $41.6 million, respectively. 

 
FEMA 

The top R&D contract spending for FEMA occurred in 2006 as a result of Hurricane 
Katrina, with $439.3 million spent on “basic research” in the field of construction. In subsequent 
years (2007–2010), R&D spending decreased by 230.2 percent annually, the most dramatic 
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decrease experienced by any DHS component in this category. In 2010, FEMA did not obligate 
any funding for R&D contract spending. 

ICE 
Contract spending on R&D by ICE accounted for less than $10 million for all years 

except for $90 and $50 million spent in 2006 and 2007, respectively. 
 
Figure 3-4. DHS Contract Spending on R&D by Key DHS Component, 2004–2010 
 

 

Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum with those in other charts due to rounding. 
 
 
Contract Spending by Office of the Secretary (OSEC)—Figure 3-5 
 
As noted earlier, the aggregation of components in the Office of the Secretary (OSEC) changes 
from year to year. As a result, there are significant increases in OSEC contract spending. This 
next figure looks specifically at those increases.  
 

Figure 3-5 shows the Office of the Secretary’s (OSEC) contract spending for years 2004 
to 2010. Although contract data are available for all DHS components, this report breaks out the 
data for OSEC because it highlights contracting trends of a DHS component that has a 
department-wide mandate. 
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Created with the establishment of the Department of Homeland Security in 2003, OSEC 
is today composed a of number of entities, including but not limited to: OSEC is a combination 
of a number of smaller entities within DHS, including but not limited to the Privacy Office, the 
Office for Civil Rights and Liberties, the Office of the Inspector General, the Citizenship and 
Immigration Services Ombudsman, the Office of Legislative Affairs, the Office of the General 
Counsel, the Office of Counternarcotics Enforcement, the Office of Procurement Operations, and 
the Office of Intergovernmental Affairs. 

 
Contract spending by OSEC reflects a department-wide mandate compared to that of 

individual components in that the products, services and R&D that for which OSEC contracts 
serve the department as a whole. This is in line with the office’s efforts to implement 
mechanisms that enable enterprise-wide governance, management, coordination, and oversight. 
To do so, OSEC has focused much of its contract spending on professional services and IT 
infrastructure.  

OSEC has experienced higher annual growth in contract spending both relative to other 
components and in absolute terms, increasing by 900 percent from 2004 to 2010. The greatest 
annual growth was experienced in 2005 as spending increased to $800 million (up from $300 
million in 2004), growth of 167 percent. Subsequent growth rates of 50 percent were experienced 
in 2006 with spending of $1.2 billion and again in 2010 with spending of $3.0 billion (up from 
previous year spending of $2.0 billion). Between 2007 and 2009, annual growth rates were much 
smaller, ranging between 18 and 21 percent. As a percentage of overall DHS contract spending 
during this seven-year time-period, OSEC’s share increased from approximately 3 percent to 21 
percent, as illustrated in Figure 3-5 below.  

Like the other key DHS components, OSEC’s contract spending on services far 
outweighed its contract spending on products. The largest number of contract dollars for services 
was spent in 2010 on “guard services,” with contracts accounting for $746.6 million, or 5 percent 
of total DHS contract spending. This is a result of an organizational adjustment, under which the 
Federal Protective Service, which provides integrated security and law enforcement services to 
federally owned and leased facilities, was transferred to the Office of Procurement Operations, a 
subcomponent of OSEC. In 2009, the largest number of contract dollars was spent on the 
“program management and support services” category, with contracts totaling $303.6 million, or 
2 percent of total 2009 DHS spending. This reflects OSEC’s role in providing management and 
administrative services for the department as a whole. 

Contract spending on products, on the other hand, represented only a small fraction of 
total OSEC contract dollars, with the largest acquisition made in 2010 for software for $119 
million. In 2009, total contracts for software again accounted for the largest combined value of 
products, at $89 million. In 2008, however, OSEC spending on IT products totaled $108.5 
million, making the total value of contracts for this product category the second largest during 
the 2004–2010 period. 
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Figure 3-5. OSEC Contract Spending, 2004–2010 

 
Source: https://www.FPDS.gov; CSIS analysis. 
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4. DHS Contract Spending by Key Contract Characteristics 
 
This section examines DHS contract awards using three primary contract characteristics: level of 
competition, funding mechanism, and contract vehicle. 
 

The characteristic of level of competition (Figure 4-1) was determined by assessing the 
competitive procedures used and the number of offers received from distinct bidders before the 
award, as reported in FPDS. 

 
The characteristic of funding mechanism (Figure 4-2) represents the conditions under 

which the government pays its obligations and is divided into the categories of cost 
reimbursement, fixed price, time and materials (a form of cost-based contract distinguishable 
from cost reimbursement by the responsibilities assumed by the customer and the contractor), 
and “combination” (a mix of cost and fixed-price). FPDS guidelines affect the reporting by 
contract funding mechanism. 

 
Lastly, the characteristic of contract vehicles (Figure 4-3) consists of the categories of 

definitive contracts, purchase orders, and indefinite delivery contracts. Note that within the 
indefinite delivery contract vehicle category, there are both multiple-award and single-award 
contracts. This category also includes schedules and blanket purchase agreements. 
 
 
DHS Contract Spending by Level of Competition—Figure 4-1 

 
The single largest category of DHS contracts (between 22 and 46 percent) in nearly every year of 
the 2004–2010 period was contracts awarded after a competitive solicitation that received 
multiple offers, as seen in Figure 4-1 below. In terms of contract dollars, spending on such 
contracts increased a total of 88 percent during these years. The share of contracts awarded after 
a competitive solicitation that received only a single offer accounted for between 16 and 27 
percent of all DHS contract dollars over this seven-year period. Contracts awarded without 
competition accounted for the smallest share, increasing in value by only 6 percent from $1.5 
billion in 2004 to $1.6 billion in 2010. The final category is the “unlabeled” category, which 
increased by 50 percent during this seven-year timeframe. These contracts are either unlabeled in 
FPDS or were determined by CSIS to be erroneously labeled (for example, a contract that was 
reported as competed but had no bidders or a contract that was reported as noncompeted but had 
several bidders). 

 
As Figure 4-1 illustrates, competition in DHS contract spending has been on the rise 

since 2006, once the immediate aftermath of Hurricane Katrina had been addressed. The need for 
expediency during the aftermath of that catastrophe meant that a large share of the contract 



24 
 

dollars was awarded without competition. Thus, in the years 2005 to 2006, the value of all 
contracts awarded under no competition surged ahead of the value of most competitively 
awarded contracts to claim 34 percent and 40 percent of all DHS contract dollars, respectively. 
This was a marked increase from the 17 percent share they claimed in 2004. Meanwhile, the 
value of the “unlabelled” category nearly doubled, possibly due to mislabeling or data entry 
errors. After this period of crisis, the total value of uncompeted contracts diminished in both 
absolute and relative terms, while competitively awarded contracts receiving multiple bids rose 
steadily. However, the value of “unlabelled” awards remains higher than expected. 

 

Figure 4-1. DHS Contract Spending by Competition, 2004–2010 
 

  
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Figures may not sum due to rounding. 
 
 
DHS Contract Spending by Funding Mechanism—Figure 4-2 
 
Contracts awarded by DHS between 2004 and 2010 were predominantly fixed-price contracts, 
though there were some significant exceptions, as seen in Figure 4-2 below. Fixed-price contracts 
jumped 81 percent in value between 2004 and 2005, claiming nearly 70 percent of total DHS 
contract values during the latter year. Although fixed-price contracts declined by 16 percent in 
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2006 to $8.1 billion (down from $9.6 billion), followed by a 31 percent decrease the following 
year in 2007 to $5.6 billion, over the past three years they resumed an upward trend, with an 
annual growth rate of 10.3 percent. The increases in fixed-price DHS contracts since 2009 are in 
line with guidance from the Obama administration, issued in March of that year to all federal 
departments and agencies, to increase the use of this funding mechanism in contracts.20  

In the early years of DHS (2004–2006), cost-reimbursement mechanisms gained 
significantly in value, increasing by 138 percent. Consistent with overall contract spending 
declines, the contract value of cost-reimbursement mechanisms declined 58 percent in value the 
following year (2007) to $2.1 billion (down from $5 billion in 2006), before resuming a fairly 
steady annual growth rate of 8.2 percent from 2007 through 2010.  

Spending on time-and-materials contracts experienced the strongest year-on-year growth 
by value during the past three years, increasing by 15.1 percent per year. During the 2004–2010 
timeframe, these contracts quadrupled in value across DHS, from $600 million to $2.5 billion. 

 
The final category of funding mechanism is combination contracts, which reflect a blend 

of fixed price and cost plus contract line items21, appeared for a short time post-Katrina but 
largely disappeared by 2010 due to official guidance not to use this category. Meanwhile, 
contract values in the “unlabelled” category, which grew during the two years of Hurricane 
Katrina relief spending and remained steady at around $1.5 billion in the years immediately 
thereafter, have recently diminished. The “other” category grew steadily until 2007 where it 
reached $1.9 billion (14 percent of DHS contract dollars that year), but shrunk rapidly over the 
following three years until all but disappearing in 2010. The sudden drop-offs in the 
combination, unlabelled, and “other” categories in 2010 are likely responses to the Obama 
administration’s guidance to firm up federal contracting practices within government. 

 

                                                           
20 White House, Office of the Press Secretary, “Memorandum for the Heads of Executive Departments and 
Agencies,” March 4, 2009, http://www.whitehouse.gov/the_press_office/Memorandum-for-the-Heads-of-Executive-
Departments-and-Agencies-Subject-Government/. 
21 The share of fixed price and cost plus contract line items in a combination contract is undeterminable in FPDS. 
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Figure 4-2. DHS Contract Spending by Funding Mechanism, 2004–2010 

 
Source: https://www.FPDS.gov; CSIS analysis. 
Note: Figures may not sum due to rounding. 

 

DHS Contract Spending by Contract Vehicle—Figure 4-3 

 
In every year between 2004 and 2010, the most commonly used vehicle in DHS was indefinite 
delivery vehicles (IDVs). Most of DHS contract spending is on services, and IDVs are 
commonly used across the federal government for service contracts. The majority of these 
contracts, especially in the post-Katrina era, were single-award IDVs, which surged in value 
from 2004 to 2006, though they decreased after 2007 at a rate of 10.6 percent per year. By 
contrast, multiple-award contracts nearly doubled in total value from $1.6 billion in 2005 to $3 
billion in 2010. 
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value of DHS contracts on these IDVs has recently been exceeded by Blanket Purchase 
Agreements (BPA), which experienced steady growth in overall value through 2008 with no 
subsequent drop off. The dollar value of contracts made with purchase orders spiked to $1.6 
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billion in 2005 and 2006, then decreased by half in 2007 and continued to decline rapidly, until 
by 2010 they comprised only 3 percent of DHS contract dollars. The value of definitive contracts 
also spiked in 2005 to $3.4 billion, only to be cut to $2.4 billion the next year and again to $1.5 
billion in 2007. By 2010, contract dollars for definitive contract vehicles had increased until they 
were slightly larger than 2006 levels. 

Figure 4-3. DHS Contract Spending Contract Vehicle, 2004–2010 

 
Source: https://www.FPDS.gov; CSIS analysis.  
Note: Contracts with unlabeled vehicles are excluded and total less than $500 million annually.  



28 
 

5. The Industrial Base Supporting DHS 
 
This section examines the industrial base supporting DHS. In order to illustrate trends in the 
supply side of this market, as well as in the department’s primary areas of focus, this report 
presents the top 20 DHS contractors for two years, 2005 and 2009, and analyzes the breakdown 
of the industrial base into small, medium, and large companies. With regard to company size, 
CSIS defines small companies as those categorized as such in FPDS, large companies as those 
with total annual revenues from all sources of $3 billion or more, and medium companies as 
those that are neither small nor large.  
 
 
Top 20 DHS Contractors, by value, 2005 and 2009—Table 5-1 
 
Table 5-1 below shows the top 20 DHS contractors in 2005 and again in 2009, the most recent 
year for which full data are available. The table offers insight into the security market’s industrial 
base and illustrates the response-based nature of security contracting. Notably, the firms listed in 
2005 differ greatly from those in 2009. This is indicated by the italicized firms in the 2009 list, 
which represent the firms previously not on the list of top 20 companies in 2005. The differences 
illustrated below can be attributed to the disaster relief and clean-up efforts required after 
Hurricane Katrina. The exceptions are the large defense firms, who remain key industry players 
during both years. 

 Both the composition of the top 20 companies and the spread of contract dollars across 
them changed substantially between 2005 and 2009. The top 20 firms claimed 34 percent of total 
DHS contract awards in 2009 compared with 43 percent in 2005. Each of the top 5 companies in 
2009 received between 19 and 54 percent less funding than the top 5 companies in 2005, 
resulting in a collective decrease of more than 42 percent in the total contract dollars awarded to 
the top 5 companies (from $3,290 in 2005 to $1,900 million in 2009). By contrast, the lower 15 
companies in the top 20 received slightly more contract dollars in 2009 ($2,940 million) than in 
2005 ($2,720 million). Furthermore, 55 percent of the dollars awarded to the top 20 companies in 
2005 (24 percent of total contract dollars that year) went to the top 5 companies. However, in 
2009, the share of the top 5 companies out of the top 20 dropped to 39 percent (13 percent of 
total contract dollars that year).      

In 2005, these firms—Circle B, Fairmont Homes, and CMH Manufacturing (ranked 1, 3 
and 15, respectively)—were contracted after Hurricane Katrina to provide immediate disaster 
relief such as trailers and various forms of temporary housing. None of these companies 
remained on the top 20 list in 2009. Integrated Coast Guard Systems maintained its seat among 
the top 5 companies yet dropped to third place in 2009 as the total value of its contracts was 
more than halved to $360 million. Unisys maintained its seat at number 4, yet as a percentage of 
overall DHS contracts, its share fell from 3.2 percent in 2005 to 2.4 percent in 2009. IBM and 
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Accenture rose to ranks 1 and 5, respectively, as IBM’s share of DHS contracts increased by 
some 55 percent from 2005 to 2009 and Accenture’s share increased by 62 percent during this 
period. 

Another noticeable shift was that of more contracting for information and technological 
capability providers. Three of the five top contractors in 2009 provide IT-related products 
services: Unisys and IBM are both prime contractors for the department-wide Enterprise 
Acquisition Gateway for Leading Edge Solutions (EAGLE), and Accenture is the prime 
contractor for the US-VISIT program responsible for collecting and analyzing biometrics from 
international travelers to the U.S. The rise in demand for IT products and services is further 
highlighted by the entry of Computer Sciences Corporation, Hewlett-Packard, and Siemens into 
the top 20 list in 2009. 

Also of note is the strong and stable presence of U.S. defense companies in the security 
market in both 2005 and 2009. In fact, of the six defense companies represented in 2005, 
including the Integrated Coast Guard Systems joint venture, General Dynamics, Northrop 
Grumman, Lockheed Martin, L3 Communications, and Boeing, all are still in the top 20 in 2009, 
albeit in different rankings. Since there are no dominant associations of U.S. industry that are 
dedicated solely to homeland security, and since defense companies do have aerospace and 
defense trade associations and advocacy groups in place to represent their interests, those same 
associations tend to represent defense companies’ interests in the homeland security domain. 

Several smaller security-oriented contractors listed in 2005, such as URS and CPS, are 
not found in the 2009 list. Larger companies from the engineering and consulting sectors, 
including Booz Allen Hamilton, SAIC, and Fluor, took their place in the 2009 top 20 list, despite 
not being on it in 2005. 
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Table 5-1. Top 20 DHS Contractors in 2005 and 2009 
 

 
 
* Joint Venture. 
Source: https://www.FPDS.gov, Bloomberg; CSIS analysis. 
Note: Figures may not sum due to rounding; companies in italics in 2009 were not on the Top 20 list in 2005. 
 
 
Number of Small, Medium, and Large Firms in the DHS Market—Figure 5-1 
 
Figure 5-1 shows the number of contractors that were awarded DHS contracts for years 2004 to 
2009, as indicated by the numbers on bars. The y-axis shows the percentage breakdown of DHS 
contract actions to small, medium, and large firms. As illustrated by Figure 5-1, the vast majority 
of DHS contracts (between 70 percent and 77 percent each year during the 2004–2009 
timeframe) were awarded to small companies. Between almost 3,000 and 12,200 small 
businesses were awarded DHS contracts each year, compared to some 60 to 90 large firms over 
the same period (1.6 percent of total companies in 2004 and less than 1 percent for all other 
years). In addition, between roughly 1,200 and 4,100 medium-sized firms were awarded 
contracts (representing 23 to 27 percent of total contractors) each year. Although small and 
medium-sized firms were awarded the majority of DHS contracts, they were not necessarily 
awarded a majority of DHS contracting funds. 

 
 
 
 

2005 Contractors 2005 2009 Contractors 2009

Rank Top 20 Contractors in 2005

Contract Value 
in Current 

Dollars Top 20 Contractors in 2009

Contract Value 
in Current 

Dollars
1 Circle B 980                  IBM 450                   
2 Integrated Coast Guard Systems* 860                  Lockheed Martin 420                   
3 Fairmont Homes 580                  Integrated Coast Guard Systems* 360                   
4 Unisys 450                  Unisys 340                   
5 Graham 420                  Accenture 340                   

Subtotal for Top 5 -                                                                      3,290               -                                                                  1,900                
6 IBM 290                  Computer Sciences Corp. 330                   
7 Clearbrook 270                  General Dynamics 320                   
8 General Dynamics 230                  Booz Allen Hamilton 290                   
9 Accenture 210                  L3 Communications 270                   

10 Northrop Grumman 210                  SAIC 260                   
11 NISTAC* 190                  Boeing 220                   
12 General Electric 170                  General Electric 170                   
13 Lockheed Martin 170                  Northrop Grumman 150                   
14 L3 Communications 170                  Hewlett-Packard 150                   
15 CMH Manufacturing 150                  G4S 140                   
16 NACS 130                  Chenega 140                   
17 ITS Corporation 130                  Siemens 140                   
18 Boeing 130                  Qinetiq Group 130                   
19 URS 120                  NISTAC* 120                   
20 Computer Sciences Corp. 120                  Fluor 110                   

Total for Top 20 -                                                                      6,010               -                                                                  4,840                
Total for DHS -                                                                      13,930             -                                                                  14,240              
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Figure 5-1. Number of Small, Medium, and Large Firms in the DHS Market, 2004–2009 
 

 
Source: https://www.FPDS.gov; Bloomberg; CSIS analysis.  
 
Share of Small, Medium, and Large Firms of the DHS Market—Figure 5-2 
 
Figure 5-2 shows the dollar value of the DHS market captured by small, medium and large firms 
for years 2004 to 2009, as indicated by the numbers on bars, delineated in billions of U.S. 
dollars. The y-axis shows the share of the DHS market to small, medium, and large firms. The 
spread of DHS contract dollars across small, medium, and large firms was fairly even during the 
period 2004 to 2009.  Overall, for the 2004–2009 timeframe, there was greater variation in 
spending by size of company during the first two years and more level spending during the latter 
years (2006 to 2009). For all years, however, large firms, of which there are fewer than 100 (see 
Figure 5-1), received slightly more contract dollars than both small and medium firms, with the 
exception of 2005. As a share of total DHS contract dollars for the period 2006 to 2009, large 
firms averaged 40 percent, medium firms 30 percent, and small firms roughly 30 percent. 

 The overall trend for the period 2004-2009 was a positive one, as indicated by the five-
year annual growth rates (17 percent for small firms, 13 percent for medium-sized firms, and 5 
percent for large firms). However, growth was negative between 2006 and 2009, largely due to 
the drop-off in contracting dollars between 2006 and 2007 and the subsequent stability of 
contract dollar flows. 

Relative to the guidelines set forth by the Small Business Administration, DHS has been 
successful in proportionally and consistently awarding contracts across the three size categories. 
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In 2009, contracts awarded to small, medium, and large firms accounted for 32, 30, and 38 
percent, respectively. By comparison, a higher percentage of Department of Defense contract 
spending goes to large companies, which accounted for 54 percent of total DoD contract 
spending, whereas medium and small firms claimed a 29 and 17 percent share, respectively.22  

 
Figure 5-2. Share of Small, Medium, and Large Firms of the DHS Market, 2004–2009 

 
Source: https://www.FPDS.gov; Bloomberg; CSIS analysis.  
Note: Figures may not sum due to rounding. 

  

                                                           
22 David J. Berteau, Guy Ben-Ari, and Gregory Sanders, Defense Contract Trends: U.S. Department of Defense 
Contract Spending and the Supporting Industrial Base (Washington, D.C.: CSIS, 2011), 
http://csis.org/files/publication/110126_Data_Tables_Defense_Contract_Spending_Trends.pdf. 
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6. Summary 
 
This report examines the Department of Homeland Security’s contract spending at the federal 
level between 2004 and 2010 using FPDS data as the primary source. For a department enacted 
by law in 2002 and created as a separate entity in 2003, contract spending has been notably 
stable, with the most fluctuation in FEMA in the aftermath of natural disasters and in the Office 
of the Secretary following organizational realignments. However, since there has been little 
growth in contract spending, there is likely little cushion for the budget cuts looming in the 
coming years. 

The analysis of DHS contract spending reveals a substantial growth in contracts for 
services, spending on which almost doubled from $5.4 billion in 2004 to $10 billion in 2010. 
Contract spending on products also increased though at a lower rate (23 percent between 2004 
and 2010), largely driven by contracts for the Coast Guard and CBP. Contract spending on R&D, 
on the other hand, was nearly halved during the period examined. 

Broken down by individual component, CBP and the Coast Guard accounted for the 
largest share of overall DHS contract spending in almost every year, with the exception of 2005 
and 2006 when contract spending on disaster relief following Hurricane Katrina resulted in 
FEMA accounting for the largest slice of the DHS contracting pie.  

Evaluating DHS contracts by competitiveness and funding mechanism showed several 
trends for the period 2004 to 2010. Contracts awarded competitively increased fairly steadily, 
particularly in post-Katrina years, while those with no competition decreased. Since 2007, there 
has been a rise in DHS fixed-price contracts and a relative decline in cost-reimbursement 
contracts, a trend that falls in line with White House guidance from 2009 supporting the use of 
fixed-price contracts by federal departments and agencies. Lastly, analyzing DHS contracts by 
contract vehicle shows that indefinite delivery vehicles (IDVs)—particularly single-award 
IDVs—have become the most commonly used type of contract vehicle in DHS.  

The profound effects of Hurricane Katrina on homeland security contract spending and 
on the department’s contracting practices are noticeable when examining the top 20 DHS 
contractors for years 2005 and 2009. As DHS priority missions shifted focus from disaster relief 
and clean-up efforts in 2005 to technology-focused solutions for carrying out its missions, so too 
did the composition of the top 20 contractor list. Many of the disaster response firms on the top 
20 list in 2005 were overtaken in 2009 by firms from the IT, consulting, and engineering 
industries. In fact, 3 of the top 5 companies listed in 2009—IBM, Unisys, and Accenture—are IT 
and computer software giants, only one of which (Unisys) was in the top 5 in 2005. 

The changing of the top 20 companies supporting DHS is also indicative of the 
department’s shift in contracting practices. Whereas in 2005, DHS relied on the top 20 
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contractors to supply 43 percent of its security-related products and services, by 2009 this share 
had dropped to 34 percent. To a large degree, this decrease can be explained by the absence of 
natural or man-made disasters and a general leveling of total DHS contract awards, by value, 
across the industrial base.  

Though small firms (as defined by FPDS) make up the majority of contractors in the 
DHS market is, these companies received only one-third of the contract dollars spent in 2009. 
However, this was up from 24 percent in 2004. Large companies, on the other hand, saw their 
share of contract dollars drop from 49 percent in 2004 to 38 percent in 2009. Medium-sized 
companies, which received 26 percent of total DHS contract dollars in 2004, saw their share 
increase to 30 percent. 
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