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Executive Summary
The U.S. government has a permanent and, until recently, growing reliance on contracts with
the private sector for a wide range of services. For the past six years, the Defense-Industrial
Initiatives Group (DIIG) at the Center for Strategic and International Studies (CSIS) has
tracked the trends driving the services industry. For the first time since the initiation of this
project in 2005, this report analyzes the trends for all services through 2010, the most recent
full fiscal year for which reliable data from the Federal Procurement Data System (FPDS) are
available.1 To account for the effects of inflation, all dollar figures, with the exception of
thresholds used to judge contract size, are in 2010 dollars.2
Federal services contracting increased from $159 billion in 2000 to $333 billion in 2010 –
an overall growth 109 percent. The compound annual growth rate (CAGR) for the 10-year
period was 7.6 percent, though for the last five years examined (2006-2010) this growth
slowed to 4.7 percent per year. The largest year-on-year growth in services spending
occurred between 2002 and 2003, largely driven by service contracts awarded by the
Department of Defense. However, 2010 was the first year in the 2000-2010 timeframe that
federal spending on service contracts did not grow; instead, it decreased by some $10 billion.
As a share of total federal contract spending, services accounted for 62 percent in 2010,
slightly up from 61 percent in 2009 and higher than at its relative low point of 57 percent of
federal contract spending in 2008.
At the policy level, recent years have witnessed a growing awareness on the part of
policymakers of the industry‘s magnitude and importance. Congress, the media, and voices
inside the executive branch have raised concerns over the government‘s reliance on, and the
roles of, private sector contractors. In addition, as U.S. commitments in Iraq and Afghanistan
wind down and as the government commits to additional budget cuts, the demand for some
service areas – as well as the ability to maintain current spending levels – could diminish.
Contract Vehicles
The report integrates coverage of award vehicles and independent delivery vehicles (IDVs) to
provide a more complete picture of government contract vehicles used in the services sector.
Over the past eleven years (2000-2010), IDVs grew by 11.8 percent per year, accounting for
half of all services contract dollars obligated. In the most recent five years, indefinite delivery
vehicles grew by 6.4 percent per year, with multiple award indefinite delivery contracts
(IDCs) and single award IDCs leading the group. Multiple award IDCs became a favored

1

Previous reports focused on the federal professional services industrial base, which excluded, most notably,
medical and construction services.
2
2009 dollars are calculated using the implicit gross domestic product deflator from the Bureau of Economic
Analysis.
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form of IDVs and in 2010 obligated $61.9 billion dollars of contract action funding versus
only $9.6 billion in 2000. Growth in single award IDCs slowed in the last five years to a 3.7
percent 5-year CAGR by contract value. The occurrence of unlabeled IDVs recently declined
as more complete FPDS reporting improved the classification of services contracting.
Contract Funding Mechanism
Fixed-price contract actions experienced robust annual growth (by value) of 8.5 percent over
the last eleven years compared to a slower 6.2 percent CAGR for cost-reimbursement
contract actions (by value). In the last five years, value growth for fixed-price contract
actions remained steady at 6.7 percent while the cost-reimbursement category‘s annual
growth slowed to 2.9 percent. Firm fixed-price and cost-plus incentive contract actions
experienced more robust growth, with 7.4 and 5.1 percent CAGRs, respectively. However,
the biggest growth was in combination contract actions, which incorporate more than one
type funding mechanism. In 2000, combination contract actions were seldom employed, but
by 2009, their total value surpassed $33.4 billion. However, in 2010, the total value of
combination contracts fell to $5.9 billion. In the last year there was also a 63 percent decline
in contract actions with unlabeled funding type, which is a sign that the push to improve the
quality of data entered into FPDS has had an effect.
Competition
This report uses three main categories to ascertain the degree of competition in services
contract actions: competed awards that received two or more offers, competed awards that
received one offer and awards that were not competed. The largest sub-category, at $159
billion in 2010, consists of awards with full and open competition involving at least two
offerors, which we refer to as ―
full competition awards‖. An additional $46 billion were
awarded to limited competition contract actions with multiple offers. The second category,
competed contract actions that received a single offer, stood at over $52 billion in 2010. The
third category is contract actions that were not competed, which were obligated $65.3 billion
in 2010. Most of the growth in this category is concentrated in awards that use the FAR
6.302 uniqueness-based exceptions to justify the absence of competition.
Service Areas
The fastest-growing areas of the federal services contracting industry during the past ten
years were medical services (MED), professional, administrative, and management services
(PAMS), and equipment-related services (ERS) with 14.7 percent, 10.8 percent, and 7.5
percent 10-year CAGRs, respectively. Increases in ERS contracting occurred predominantly
after 2005, fueled by demands from operations in Iraq and Afghanistan. Information and
communications technology (ICT) and facilities-related services and construction (FRS&C)
grew at a slower pace.
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ICT
The value of ICT service obligations grew from $16.5 billion in 2000 to $28.8 billion in 2010
with a ten-year CAGR of 5.7 percent. The ICT sector was one of the most frequent users of
IDVs in 2010, with 80 percent of contract dollars in this year assigned through such
mechanisms and notably large shares going to specialized vehicles (including FSSs,
GWACs, BPAs and BOAs). The government awarded ICT contract actions most commonly
after competitions featuring multiple offers (53 percent of its market share in 2010), and
small business contractors won 28 percent of the market share in the ICT area in 2010.
PAMS
The largest segment within the federal services industry, PAMS, accounted for $95.8 billion
worth of contract dollars in 2010, up from $34.2 billion in 2000. Given its large size and high
growth rate, the PAMS segment is likely to remain the largest in the industry, particularly if
the number and value of FRS&C contract actions continue to decline from 2010 levels.
PAMS contract actions also draw significant policy interest because the services rendered are
most similar to those also provided by the federal government workforce. It is also worth
noting that mid-tier companies were most successful when competing for PAMS contracts
relative to other service areas; their market share (by value) was 36 percent in 2010.
R&D
R&D, which accounted for $56.4 billion in 2010 compared with $27.3 billion in 2000, is a
fairly specialized area: 80 percent of contract value in 2010 was distributed through costreimbursement funding mechanisms, large companies held a 65 percent market share, and 70
percent of dollars obligated used definitive contract actions. Competition was fairly robust
for the R&D services area, with 62 percent of all contract dollars undergoing some degree of
competition in 2010. Indeed, the government awarded a majority of R&D contracts (48
percent) after receiving multiple offers.
ERS
Wartime spending by the Department of Defense accounted for much of the $11.3 billion in
growth of ERS from 2000 to 2010. Large companies were awarded 59 percent of ERS
contract actions, and single award IDC vehicles were the most commonly used contract
vehicle (with 40 percent of total ERS contract value in 2010). On the other hand, 53 percent
of ERS dollars were awarded after multiple competitive offers, second only to FRS&C in
percentage terms.
FRS&C
FRS&C, which grew from $56.2 billion in 2000 to $93.8 billion in 2010, was the second
largest segment as of 2010 and the only one not to be dominated by defense spending. The
Department of Energy was a major buyer, making significant use of fully competed, costreimbursement funding mechanisms, definitive vehicles, and large contractors. The majority
of FRS&C dollars in 2010 were assigned through fixed-price funding mechanisms in 2010,
which suggests that non-DoE buyers of facility-related services used such mechanisms
almost exclusively.
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MED
With a 14.7 percent CAGR, MED was the fastest-growing segment of the services market
from 2000 to 2010. In that time period, total contract value grew from $4 billion to $15.7
billion. However, medical services was also the lowest-grossing market segment studied in
this report. In 2010, the majority of this area‘s contract dollars (76 percent) were awarded
after having received multiple competitive offers and were executed through definitive
contract vehicles (77 percent), while being funded primarily through cost reimbursement
agreements (61 percent). The playing field for medical services was split largely between
large and medium-sized contractors in 2010 (45 and 42 percent, respectively), relegating
small contractors to 13 percent of the total market value in that year.
Government Customers
The Department of Defense remained the dominant consumer of services during the period
analyzed, accounting for nearly 60 percent of total federal dollars spent from 2007 to 2010.
Another trend during these years was that the Department of Defense, the Department of
Energy, and NASA consistently remained the top 3 government agencies in terms of value of
services contract actions obligated; together, they accounted for almost three-quarters of the
federal services market during the decade.
DoD
Spending $198 billion on service contract actions in 2010, the Department of Defense was
such a dominant customer that overall government service contracting trends tended to
reflect DoD spending habits for purely statistical reasons. DoD employed a variety of
contract vehicles, obligating the majority of its contract actions after open competitions. The
largest share of service contract actions, by value, was awarded to large firms (48 percent).
DoE
The Department of Energy was the most consistent major government customer in terms of
how it spent its services contracting budget, valued at $25 billion in 2010. 95 percent of
contract actions were definitive contracts, 85 percent were obligated to large contractors, and
75 percent was spent on FRS&C. 75 percent of its contract dollars were obligated after
receiving multiple offers in full competition, and nearly 94 percent of these dollars were
awarded as cost-reimbursement contracts. In addition, some of its largest contractors worked
almost exclusively for DoE.
NASA
The National Aeronautics and Space Administration spent the majority of its services
contracting budget ($15 billion in 2010) on definitive contracts (74 percent), and cost
reimbursement contracts (80 percent). The majority of the contract actions (by value) were
split between large and medium contractors (43 and 41 percent, respectively). NASA
obligated 48 percent of its dollars to R&D, with PAMS a distant second at 31 percent. Of the
biggest three civilian customers, NASA was the one using the least amount of competition
(56 percent) in its contract spending. However, since nearly nine in ten of the competed
contract dollars were obligated after receiving multiple offers. NASA‘s rate of competition
was relatively lower only because it spends fewer dollars via limited competition.
x

DHS
Perhaps because it was created by combining several existing agencies, the Department of
Homeland Security does not have pronounced spending patterns for its annual service
contracting budget, which amounted to $10.4 billion in 2010. Unlike the other large
government customers, only 19 percent of its contract dollars were spent through definitive
contracts; instead a range of IDVs was favored. Cost-reimbursement contract actions were
similarly uncommon (22 percent) with contract dollars instead going to fixed-price (47
percent) or to time and materials or labor hours contracts (24 percent). In another atypical
trend, large contractors only got 40 percent of DHS‘s contract dollars, with mid-sized and
small contractors splitting the remaining share almost evenly. In addition, DHS had the
highest percentage of competition with a single offer (27 percent) and the lowest aggregate
percentage of full competition and limited competition with multiple offers (46 percent).
However, the level of competition in DHS service contracts may have been understated,
because, in 2010, some 16 percent of DHS service contract dollars lacked key information
about competitive procedures and the number of offers received.
DoS and USAID
Since 2000, the majority of State and USAID‘s combined contract dollars were spent on
PAMS ($5.9 billion, or 51 percent of contract dollars, in 2010 alone). The vast majority of
State and USAID contracts were awarded on a competitive basis (84 percent in 2010), with
most of these awarded after having received multiple offers ($7 billion multiple offer awards
versus $2.4 billion in single-offer awards in 2010). Since 2004, State and USAID made
increasing use of multiple award IDCs to deliver contracts, and in 2010 this vehicle was used
for $4.7 billion worth of service contract actions (41 percent of total contract dollars) in
2010. Medium-sized contractors received more contract dollars than small and large
contractors in both 2000 and 2010, and in the latter year they rose to dominate the market,
claiming $7.5 billion (65 percent) of all contract dollars. State and USAID have in the past
made use of a wide variety of funding mechanisms, but fixed price contracts have
consistently been the most common, taking 46 percent of total obligations in 2010.
HHS
In most years from 2000 to 2010, HHS service contract obligations were carried out
primarily through definitive vehicles, although IDVs became more prevalent in 2010. The
vast majority of HHS contracts were funded on a cost reimbursement basis ($7 billion, or 53
percent of contract dollars in 2010) and were awarded after competition. Of those HHS
contract dollars that were competed, the majority were awarded after receiving multiple
offers ($7 billion, or 70 percent of all competed contract dollars in 2010). The largest
spending area for HHS over the decade was in PAMS, followed by R&D and ICT, although
FRS&C became more significant in 2009-2010. Medium-sized contractors dominated the
HHS contracting market between 2000 and 2010, claiming 67 percent of HHS obligations in
2000 and 54 percent in 2010.
GSA
From 2000 to 2010, most GSA contract dollars went to FRS&C as well as ICT, although the
latter area steadily declined in spending from 2003 onward while the former held a flat to
xi

upward-moving trajectory in later years. During this same decade, the majority of GSA
contract dollars were carried out under FSS contracts ($8.3 billion, or 53 percent in 2010),
funded on a fixed-price basis ($13 billion, or 84 percent in 2010), and obligated after
receiving multiple offers in a competition (over $7 billion, or nearly 50 percent, in 2010).
The relative proportion of GSA contract dollars going to small, medium and large contractors
fluctuated little during the years observed.
Industrial Base
Between 2000 and 2010, the total number of contractors in the services industry increased
from 60,000 to slightly more than 157,000. A more detailed analysis of the contract base
reveals that most of this growth can be attributed to the entry of contractors undertaking
small (under $25,000 in current dollars) contracts. Between 2008 and 2009 the number of
small contractors participating in the market declined for the first time in over a decade. In
2010, however, the number of small contractors rebounded, reaching the highest level in the
past decade. An analysis of the 2010 data indicates that out of the 157,000 contractors,
115,000 are small companies (as defined by the Small Business Administration), of which
74,000 undertake only contracts valuing under $25,000. Furthermore, of the 42,000
remaining contractors, between 150 and 200 are large companies (defined as having annual
revenue of $3 billion or more). Of the companies identified as medium and large, 26,000
undertake only contracts that were obligated less than $25,000. This implies that the majority
of contractors in the federal services industry are small- or medium-sized entities that
undertake relatively small government services work.
The federal services industrial base became increasingly horizontally integrated during
the past ten years. Contractors across the industry enlarged their presence in the PAMS
segment, ICT companies increased participation in the FRS&C segment, and FRS&C
providers expanded their presence in the ERS segment. This integration appears to have
peaked in 2007, with small reductions in cross-sector participation across the board since
then. This reversal may be a result of new federal government policies that increasingly
scrutinize the potential for organizational conflicts of interest.
The share of the federal services market concentrated in the top 20 service contractors has
fallen in the past decade. The top 20 federal service contractors captured about 30 percent of
the revenue in 2010 versus 32 percent in 2000. Moreover, in 2000, the 20th-largest contractor
had $760 million in services contract awards from the federal government, but in 2010 an
entity needed some $2.2 billion of services awards to be the 20th-largest contractor. The
market share for the top 5 federal services contractors has also declined: in 2000 it was 19
percent (with $30 billion of revenue), and in 2010 it was 15 percent (with $50 billion).
When the market shares held by the small (as designated by FPDS), large (with an annual
revenue greater than $3 billion), and medium (any organization with less than $3 billion in
revenue that is not classified as ―
small‖) companies in the industry are examined, it appears
that those in the mid-tier have suffered an erosion of their relative share. In 2000, mid-tier
companies captured 38 percent of the total value of federal service contracts. By 2010, midtier companies captured only 35 percent of that value. At the same time, small-business setxii

aside laws and other policies assisting small contractors have proven effective. Small
companies have sustained a 19–22 percent market share in the value of prime contracts.
Large companies in the federal services industry actively pursued mergers and acquisitions
and were able to increase their market share from 41 percent of the total market in 2000 to 47
percent in 2009. However, between 2009 and 2010, large contractors lost $18 billion in the
largest drop in revenue during the decade, while medium and small contractors grew by $7
billion, reducing the relative share of large contractors to 43 percent. Overall, the middle tier
has been squeezed from above by consolidation and from below by the slight growth in small
contractors‘ share of the market. However, perhaps due to steady growth in the total value of
service contracts, this market share drop has not notably reduced the number of mediumsized companies undertaking significant contracts (those with a value of $25,000 or larger).
This may change if the number of contract dollars available continues to decline.
The federal services market and the industrial base that supports it have experienced
significant changes in the past ten years. The data analyzed for this report suggest that things
may continue to change in the near future. It is too early to tell whether the decrease in
federal services contract spending in 2010 heralds the beginning of a downturn, and if so how
sharp this downturn might be. Mid- to long-term projections depend largely on broader
budget decisions and on developments in Iraq and Afghanistan. The impact of troop
drawdowns have already become pronounced in Iraq and will become increasingly
pronounced in Afghanistan over the next few years, though they may be countered by DoD‘s
need to reset its forces. In addition, we cannot yet know whether the growth in business and
in the number of new players in the federal services market over the past decade has been
driven by the complex nature of the work or by the larger amounts of money available for
undertaking it.
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Chapter 1: Analyzing Federal Services Contracting
For the purpose of this study, the U.S. federal services industrial base is defined as all
contractors and individuals that are awarded service contracts by U.S. federal government
departments and agencies. Service contracts include all types of contracts, including research
and development (R&D) contracts, except contracts that are directly for products, such as
supplies, weapons, fuel, and other goods.
Methodology of the Study
Most of the data used for this study were derived from the Federal Procurement Data System
(FPDS). This government database covers all federal contract actions that have been awarded
during a particular year by approximately 70 executive branch agencies (the largest
exceptions are the U.S. Postal Service, the Federal Aviation Administration, and the Central
Intelligence Agency). Initially created in 1979 by the Department of Defense (DoD), the
FPDS has been managed by the General Services Administration (GSA) since 1980. In 2004,
the database was significantly restructured and renamed FPDS–Next Generation (FPDS-NG).
The CSIS study team analyzed all federal contracts awarded between the fiscal years
2000 and 2010. Unless otherwise noted, all references to years in this report refer to the fiscal
year based on the federal calendar. Because of the limitations of the online FPDS database, it
was necessary for the study team to build a new database for the aforementioned period and
reconcile disparities in the data. The study team created a separate services database,
comprised of nearly 15 million contract actions, by eliminating those contract actions that
were awarded for products.
To obtain a better degree of granularity when analyzing the data, the team chose six
primary services categories to represent broad areas of service types. The categories were
created with the federal supply classification (FSC) codes (also referred to as product service
codes or PSC). All services—including research and development work—are assigned by the
federal government a four-digit code, sometimes referred to as an ―
A–Z Code,‖ which
identifies 24 main categories of services. The list of all 24 FPDS services categories can be
found in Appendix A.
The six primary categories created by the CSIS study team for this study are:




Information and communications technology (ICT) services: Automatic data
processing (ADP) services and telecommunications services. This area includes all
contracts with FSC codes in category D (ADP and telecommunications).
Professional, administrative, management services (PAMS): Studies and analyses
that are not considered research and development (R&D); architect and engineering
services; quality control, testing, and inspection; and technical representative services.
This area includes all contracts with FSC codes in categories B (non-R&D studies and
analyses), C (architect and engineering), H (quality control, testing, and inspection), L
(technical representatives), and R (professional, administrative, and management support)
1

as well as selected codes within category A (includes only codes in category A that end
with the digit 6, which designate R&D management and support).








Research and development (R&D): Basic and applied research, experimental and
advanced development, engineering, and operational systems development. This area
includes all contracts with FSC codes in category A (R&D), except those ending with the
digit 6 (digit 6 represents R&D management and support services, which are included in
the PAMS area).
Equipment-related services (ERS): Installation, lease or rental, maintenance, repair,
and rebuilding and modification of equipment. This area includes all contracts with FSC
codes in categories J (maintenance, repair, and rebuilding of equipment), K (modification
of equipment), N (installation of equipment), and W (lease or rental of equipment).
Facilities-related services and Construction (FRS&C): Purchase, construction, lease
or rental, operation and maintenance of facilities. This area includes all contracts with
FSC codes in categories E (purchase of structures and facilities), M (operation of
government-owned facility), S (utilities and housekeeping), X (lease or rental of
facilities), and Z (maintenance, repair, or alteration of real property).
Medical-related services (MED): This area includes all contracts with FSC codes in
category Q, including primary physical, psychiatric, dependent, geriatric and pediatric
care, as well as pharmacologic and testing services. It does not include medical research
and development or administrative services.

All contracts with other FPDS codes were included in the category of ―
other.‖ These
include services for natural resources management; social services; salvage services;
photographic, mapping, printing, and publication services; education, training, and transport;
and travel and relocation. However, these service types have been included in the
calculations of total federal services.
Constant Dollars
All dollar amounts in this report are reported as constant fiscal year 2010 dollars unless
specifically noted otherwise. Dollar amounts for all years were deflated by the implicit GDP
deflator calculated by the U.S. Bureau of Economic Analysis, with FY2010 as the base year.
This measurement allowed the CSIS team to more accurately compare and analyze changes
in spending across time. Similarly, all compound annual growth values and percentage
growth comparison are based on constant dollars and thus adjusted for inflation.
Small, Medium, and Large Companies
To analyze the breakdown of competitors in the market into small, medium, and large
companies, the CSIS team assigned each contractor in the database to one of these size
categories. Any organization designated as small by the FPDS database – according to the
criteria established by the federal government – was categorized as such unless the contractor
was a known subsidiary of a larger entity. Note that an organization may be identified as
small for one set of contract actions but not for another as it may meet the criteria for being a
small business in certain contract actions and not in others. The study team did not override
2

these inconsistent entries when calculating the distribution of value by business size for
Figure 2-8, Figure 2-9 or Figure 2-10.
Companies with annual revenue of more than $3 billion are classified as large. This
classification is made based on their revenue in 2010 or in the last prior year for which
revenue data were available. A joint venture between two or more organizations is treated as
a single separate entity and those with a large parent were also defined as large.
To better analyze the companies in the federal services market, the study team made
significant efforts to consolidate data related to subsidiary companies and merged companies
with their parents companies. For example, while a company‘s subsidiaries and predecessor
companies are listed separately in FPDS, they are combined into a single entry in the CSIS
services database. The assignment of contractor revenue is done on an annual basis and a
merger must be completed by the end of March to be consolidated for that given fiscal year.
This enabled the study team to analyze more accurately the services industrial base, the
number of players in it, and their level of activity.
Over the past two years, the study team applied a systematic approach to these contractor
roll ups. FPDS uses hundreds of thousands of DUNS codes from Dun and Bradstreet to
identify service providers but does not consistently provide parent company codes.
Supplementing our past efforts to find known large companies, we studied and classified all
DUNS numbers associated with more than $500 million dollars of contract revenue in any
single year between 2000 and 2010. A small number of these codes involved classified or
miscellaneous foreign entities, but the vast majority were identifiable. This approach allowed
us to roll up a number of joint ventures, universities, and companies that are large players in
the services market.
This year, these efforts were supplemented with use of the contractor consolidation done
by Bloomberg government. That service provides consolidated lists of DUNS numbers for
major contractors and regularly updates their lists to account for mergers and acquisitions.
The study team cross referenced our work with Bloomberg government for all DUNS
numbers with more than $500 million in revenue and for all contractors that appear on the
top 20 or top 10 lists. Due to differences in classification methodology, our totals will not
match those from Bloomberg government. First and foremost that service does not keep
separate records for back years and thus a merger that happened in 2010 would increase the
total in 2000. For that reason, conflicts between our two systems often required detailed
study and were only consistently possible for those DUNS numbers with at least 500 million
in spending in a year.
New and modified tables and figures
This year‘s study provides additional cross-tabulation of data for the entire 2000 to 2010
study period. In addition to using the service categories discussed above, breakdowns are
now available for the top seven government customers: the Department of Defense (DoD),
the Department of Energy (DoE), the National Aeronautics and Space Administration
(NASA), the Department of Homeland Security (DHS), the General Services Administration
3

(GSA), Department of State/United States Agency for International Development
(DoS/USAID) and the Department of Health and Human Services (HHS). These seven new
charts are found in chapter 4.
This year‘s report also provides an expanded and more detailed view and history of each
area of services and government customer. For each service area and customer, our team has
added a breakdown for competition, funding mechanism, contract vehicle, contract values
held by different sizes of contractors, as well as details on the top 10 contractors providing
particular services to the federal government as a whole. Furthermore, we have added a new
area of service to our analysis: medical services (MED). We have also included construction
contracts in the facility related-services area, which is now titled ―
FRS&C‖, as detailed
above. Figures are expressed in absolute values of total obligated dollars (in FY2010 dollars)
for each area of service and each customer, rather than in percentage of market share, unless
noted otherwise. In keeping with the organization of the data, contract actions are assigned to
departments and agencies based on the contracting agency and not the funding agency. For
example, a service contracted by the GSA but funded by the DoD is considered a GSA
contract. This distinction affected $6.4 billion of transactions in 2010 of which $3.3 billion
were contracted through the GSA.
Data Reliability Notes and Download Dates
Any analysis based on the FPDS is naturally limited by the quality of the underlying data.
Several Government Accountability Office (GAO) studies have highlighted the problems of
FPDS (for example, the December 30, 2003 report: ―
Reliability of Federal Procurement
Data,‖ and the September 27, 2005 report: ―
Improvements Needed for the Federal
Procurement Data System–Next Generation‖).
In addition, the FPDS data for past years is constantly updated over time. While fiscal
year 2007 is long closed, over $100 billion worth of entries for that year were modified in
2010. This explains the discrepancies between the data presented in this report and those in
previous editions. Such changes to FPDS may well be worthwhile, but should be monitored
and clearly identified due to the potential for misunderstanding and abuse.
Yet despite its flaws, FPDS is the only comprehensive data source of government
contracting activity and is more than adequate for any analysis that is focused on trends and
order-of-magnitude comparisons.3 In order to be transparent about weaknesses in the data,
this report consistently describes data that could not be classified due to missing fields as
―
unlabeled‖ rather than including them in an ―
other‖ category.
The number of contract actions from the Department of Veterans Affairs is now in line
with the totals from other agencies and departments. Beginning in 2005, a department-wide

3

See Chapter 4 for recommendations on improving FPDS.

4

initiative to provide more outpatient services via private contractors produced a flurry of
contract actions awarded by the VA for medical equipment rental and maintenance. This
caused a spike in contract actions reported by the VA in 2005-2008, primarily in the ERS
area, which grossly inflated the number of aggregated contract actions government-wide.
Although the VA standardized its contract reporting methods in 2009, pushing total contract
actions back down, CSIS has chosen to exclude contract actions affiliated with certain
equipment-related services codes for the VA in 2005-2008 for Figure 2-1.
The 2010 data used in this report were downloaded between June and September 2011. In
addition, the online FPDS query tool (available at https://www.fpds.gov) was used in
September 2011 to generate data for some figures.
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Chapter 2: Evolution of the Federal Services Market, 2000-2010
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Figure 2-1. The Federal Services Market, 2000-2010
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Note: Certain equipment-related service codes ordered by the VA have been removed from the Contract Action
data for the years 2005-2008 because of non-standard reporting practices. See Chapter 1 for more details.
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

Growth in Federal Services Contracting — Figure 2-1
During the period 2000-2010, the federal services market saw a marked increase in both the
total value and the total number of contract actions, although this growth slowed in the last
five years.
Figure 2-1 shows that the total value of contract actions grew from $159 billion in 2000
to $333 billion in 2010, representing a compound annual growth rate (CAGR) of 7.6 percent.
Over the past five years, the value of contract actions has grown more slowly with a CAGR
of 4.7 percent. The market grew rapidly in the three years between 2000 and 2003 (from
close to $150 billion to just over $240 billion), but then grew at a slower pace until 2009.
Following a $35 billion spike in spending in 2009 that pushed spending up to a $343 billion
peak, the market experienced its first decline since 2000 (of some $10 billion).
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Figure 2-2. The Federal Services Market, by Service Area, 2000-2010
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Growth by Market Segment – Figure 2-2
Since 2000, the fastest-growing market segments were medical services and PAMS, growing
by 14.7 percent and 10.8 percent per year, respectively. Growth in PAMS also appears
possible in coming years, however, as this was the only service area to see an increase in
contract spending between 2009 and 2010. In addition, PAMS surpassed FRS&C in 2010 as
the service area with the largest share of the market in the past decade.
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Figure 2-3. Contract Vehicles of Federal Service Contract Actions, by Value, 2000-2010
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Evolution of Contracting Vehicles — Figure 2-3
The federal government has been changing the way it contracts for services. There are now
five major categories of contract vehicles:4







Definitive contract
Purchase Order
Single Award-IDC
Multiple Award IDC
Federal Supply Services contracts (FSS), or Other IDV (including Blanket Purchase
Agreements (BPAs))
Unlabeled IDVs and Awards

4

These categories have changed from the previous years‘ reports to incorporate information on both award
vehicles and independent delivery vehicles. These changes have resulted in categories that are based on the
FPDS database structure used as of 2005. The pre-2005 FPDS data has been updated to reflect the new
categories.
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Figure 2-3 illustrates the makeup of overall values of contract actions obligated through
various contract vehicles. This figure shows that while definitive contracts have historically
been the pre-eminent award vehicle, the use of IDCs increased at a much faster rate and in
2010 overtook the use of all definitive contracts. Specifically, multiple award IDCs increased
at a fast pace (20.5 percent 10-year CAGR), followed by FSS and single award IDCs (9.3
percent and 9.9 percent 10-year CAGRs, respectively), compared to definitive contracts‘ 10year CAGR of 5.6 percent. Collectively, the dollar value of all IDCs increased by a CAGR of
6.4 percent over the last five years observed, claiming 51 percent of the total market by 2010.
It is important to note that, between 2009 and 2010, the value of definitive contract actions
declined by $12 billion, the largest drop in this category in the past decade.
A correlating second trend is the decline of definitive contract actions, which have shrunk
as a percentage of total federal contract obligations since 2000 and accounted for 47 percent
of contact dollars in 2010, compared with 57 percent in 2000.
While IDCs expanded rapidly and definitive contracts continued to grow in absolute
terms between 2000 and 2010, purchase orders declined at a rate of 4.6 percent annually.
The growth of multiple award IDCs at the expense of definitive contracts and singleaward IDCs suggests a change in government policy on these vehicles, indicative of efforts
to increase the transparency of federal contracting procedures. In February 2006, the Office
of Federal Procurement Policy (OFPP) under the Office of Management and Budget (OMB)
initiated an effort to identify the number and scope of interagency contracts and collect other
information related to interagency acquisitions. In June 2008, OFPP published a report titled
―
Government Acquisition‖, which provides a set of factors for maximizing value for
government- and enterprise-wide contracts, describes the process of issuing such contracts,
and advises when it is suitable to utilize them. As of October 1, 2008, agencies are required
by OMB to ensure that decisions to use interagency acquisitions are supported by best
interest determinations, as described in this report.
The OFPP effort was accompanied by other government initiatives that focused on
reducing duplication. This change in policy was a response to cases in which various
departments and agencies issued enterprise-wide contracts to procure IT services (rather than
leveraging government-wide vehicles), despite the fact that most of these services may be
similar across all of government. Intra-agency and inter-agency review processes, using
mechanisms such as the Interagency Contract Directory, are meant to help agencies identify
available interagency contract tools that may be suitable for meeting their needs. Additional
guidance issued from the Department of Defense Undersecretary for Acquisition,
Technology and Logistics regarding improvements in contracting, issued in late September
2010, may have an effect on the use of these contract vehicles that will be important to
monitor over the coming years.
The phenomenon of proliferating agency- and government-wide contracting vehicles
raises barrier to entry for the services industry because participating in multiple award IDCs
requires competing to qualify for the vehicle as well as competing under expedited
procedures to win awards. This may help explain why unmodified definitive contract actions
9

continued to increase in absolute terms with the growth of the market, while losing their
share of total market value. In addition, multiple-award vehicles may have contributed to the
increased market share of large companies, shown in Figure 2-10, which can pursue mergers
and acquisitions to overcome a failure to win access to IDCs.
Figure 2-4. Funding Mechanisms of Federal Service Contract Actions, by Value, 2000-2010
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Evolution of Funding Mechanisms, 2000-2010 — Figure 2-4
As a proportion of awards, the share of fixed price contract actions increased from 44 percent
of all contract dollars obligated in 2000 to 47 percent in 2010. Conversely, all forms of costbased contracts fell to 42 percent of contract dollars in 2010 compared to 48 percent in 2000.
Both categories still grew in absolute terms, with a 6.2 percent CAGR for all cost
reimbursement contract actions and an 8.5 percent CAGR for fixed price contract actions.
Contract dollars obligated on the basis of time/materials/labor hours experienced
significant growth in the last decade (11.1 percent CAGR), holding steady its relative share
of between roughly 5 and 9 percent of total contract dollars obligated.

10

Figure 2-5. Competition in Federal Service Contract Actions, by Value, 2000-2010
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Evolution of Competition — Figure 2-5
In nearly every year between 2000 and 2010, the federal contracting market became a more
competitive environment. Whereas the growth in the value of uncompeted contract dollars
stagnated after reaching $71 billion in 2003 and never surpassed $73 billion, the value of
competed contract actions rose every year to a peak of $256 billion in 2010. The total value
of the most competitive contracts, those awarded after receiving multiple offers, grew more
slowly than contracts awarded after competitions involving only one offer (7.3 percent 10year CAGR versus a 15 percent 10-year CAGR), but they both surpassed the growth in
uncompeted contract dollars (4.1 percent 10-year CAGR). As a result, the combined value of
competitive contract actions as a share of the value of all federal service contract dollars
obligated increased from 68 percent in 2000 to 77 percent in 2010. The total value of
competed contracts receiving multiple offers more than doubled from $95 billion to $204
billion during the period analyzed, while that of those contracts awarded on a competitive
basis after receiving one offer increased nearly five-fold from $13 billion to $52 billion.
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Figure 2-6. Federal Services Contracts and Contract Dollars, by Size of Contract
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Distribution of Contracts — Figure 2-6
The distribution pattern of service contracts shows that those worth $250,000 or less
represented 89 percent of all actions awarded in 2010. However, the cumulative value of all
these contracts accounted for only 5 percent of the total dollars awarded. This represents
significant contracting activity for a relatively small share of the market. Consequently, 11
percent of contracts received approximately 95 percent of total federal dollars spent on
services, with the ―
sweet spots‖ of the market represented by contracts with a value of $1–25
million and, to a much lesser degree, those with a value of over $500 million. Contract
dollars in both of these ranges increased in 2010 over previous years, while number of
contracts valued under $250,000 decreased, indicating a growth in average contract size.
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Figure 2-7. Number of Federal Services Contractors, 2000-2010
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Evolution of the Services Contractor Base — Figure 2-7
The overall services industrial base remained stable from 2006 to 2009, averaging
approximately 142,000 contractors. This stability appeared to be the new norm after the size
of the industry more than doubled in the years between 2001 and 2005. However, in 2010,
roughly 15,000 contractors, most of which undertaking contracts of less than $25,000, surged
into the industrial base. Thus, while the overall federal services market grew at a 7.7 percent
CAGR from 2000 to 2010, the number of contractors grew by 17.7 percent per year, with the
majority of that growth prior to the 2010 spike occurring between 2001 and 2006. While it
appeared in 2009 that the number of contractors may be declining due to financial pressures
or declining returns on relatively small contracts, the opposite occurred in the past year.
A more detailed look at the structure of the services industrial base indicates that the bulk
of the growth in the number of contractors during the period analyzed occurred through the
entry of entities undertaking only contracts worth $25,000 or less. As the recent retreat of
some of these contractors from the market in 2009 indicates, it is likely that a portion of this
segment of the industrial base was impermanent and represented firms and institutions testing
the waters of a rapidly growing market. It should be noted that the jump of 25,000
contractors winning smaller contracts between 2004 and 2005, as well as some of the earlier
growth, can be attributed to FPDS lowering its reporting threshold after 2003.5

5

With the move to FPDS-NG in 2004, federal reporting regulations required that all contracts worth $2,500 or
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The core industrial base of contractors undertaking larger contracts expanded more
modestly. Figure 2-7 shows that the growth in the number of contractors signing contracts
greater than $25,000 since 2000 was fairly stagnant, rising by only 3.3 percent per year, from
41,000 to 57,000 contractors. Meanwhile, the number of contractors undertaking contracts
less than $25,000 increased by 17.8 percent per year on average, particularly in the small
contractor category.

more be entered into the database. Until then, only contracts worth $25,000 or more were required to be entered,
although some may have been reported without being required to.
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Figure 2-8. Number of Small, Medium, and Large Contractors in the Federal Services Industry, 20002010
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Note: Large ($3B+) and Medium >1B are not visible in the above figure because their numbers are infinitesimal
compared to the overall contractor base.

Number of Small, Medium, and Large Contractors — Figure 2-8
The services industrial base can be segmented into small, medium, and large contractors, as
defined in the methodology section at the end of Chapter 1. In 2000, two-thirds of the
industrial base was composed of small organizations. By 2010, the ranks of small entities had
nearly tripled from 40,000 to 115,000. During the same ten-year period, the number of
medium-sized contractors increased by almost 110 percent. In the period between 2007 and
2009, the small organizations started to be replaced by increasing numbers of medium-sized
contractors, indicating that small entities were bought out or exited the market.
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Figure 2-9. Detailed View of Number of Small, Medium, and Large Contractors in the Federal Services
Industry, 2000 and 2010 (in thousands)
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Segmentation of the Services Contractor Base — Figure 2-9
Figure 2-9 shows that, in 2010, almost 64 percent of small and medium-sized contractors
executed contracts that were smaller than $25,000; double the proportion seen just 10 years
earlier. Three-quarters of the entities undertaking small contracts were small businesses. It
remains to be seen what proportion of these small-business/small-contract participants will
remain in this market should federal services budgets come under pressure in the future.
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Figure 2-10. Market Share of Small, Medium, and Large Contractors in the Federal Services Market,
2000 and 2010
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Evolution of Market Shares –– Figure 2-10
An examination of the market shares of small, medium, and large companies in the industry
revealed that mid-tier companies suffered an erosion of their relative share, although the last
two years for which data are available show that they have begun to recover market share. In
2000, medium-sized contractors captured 38 percent of the total value of federal service
contracts. By 2010, the mid-tier organizations captured only 35 percent of that value, though
that represents an increase over 2009.
Small-business set-aside laws and other policies protecting small contractors have had a
significant impact on the services industry. Over the past ten years, small companies
increased their market share by an average of 8.2 percent annually, from 20.7 percent in 2000
to 21.9 percent in 2010 (though this is still shy of the 23 percent goal set by the federal
government).
Large companies in the federal services industry have been increased their market share
from 41 in 2000 to 43 percent in 2010, though that is down from 47 percent in 2009. The
mid-tier has thus been squeezed from above by consolidation and, to a much lesser degree,
from below by small entities slowly growing their share of the market. The majority of this
squeeze appears to have taken place between 2000 and 2006. In 2010, however, medium17

sized contractors grew in value by $6 billion; their largest collective increase amount since
2002. Meanwhile, large contractors‘ combined contract value dropped a precipitous $15
billion. While additional years are needed to determine whether this will be an ongoing trend
that will reverse the squeeze of the past several years, it may signal the start of a new trend.
Table 2.1. Top 20 Federal Services Contractors, 2000 and 2010 (dollars, millions)

Rank
1
2
3
4
5
Subtotal for Top 5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
Total for Top 20
Total for all industry

Obligations in
2010 Millions

Top 20 Contractors in 2000

Lockheed Martin
University Of California
Boeing
Raytheon
Bechtel

10,450
7,840
4,820
3,640
3,400
30,150
3,020
2,180
1,930
1,860
1,770
1,660
1,480
1,220
990
940
860
850
830
820
760
51,310

TRW
SAIC
Northrop Grumman
Computer Sciences Corp.
General Dynamics
Washington Savannah River Company*
Fluor
University of Chicago
Dyncorp International
Electronic Data Systems
Halliburton
Booz Allen Hamilton
AT&T
Kaiser Hill*
Battelle
-

159,350

Obligations in
2010 Millions

Top 20 Contractors in 2010

Lockheed Martin
Northrop Grumman
Boeing
Raytheon
SAIC

-

19,400
11,030
7,650
6,370
5,800
50,260
4,600
4,490
4,350
3,850
3,580
3,260
3,240
3,100
2,960
2,900
2,720
2,590
2,520
2,290
2,200
98,930

-

332,880

General Dynamics
L3 Communications
Computer Sciences Corp.
Booz Allen Hamilton
KBR
Health Net
Humana
Bechtel
Dyncorp International
BAE Systems
TriWest Healthcare
URS
CACI
Battelle
Los Alamos National Security*

* Joint Venture
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

The Top 20 Contractors — Table 2-1
An analysis of the top 20 contractors (by value of contract actions) in the federal services
industry further reveals how the industrial base has changed over the past ten years. In 2000,
the top 20 companies held 32 percent of the market, but in 2010 this share dropped to 30
percent. In parallel, the Top 5 companies lost some of their market share (from 19 percent in
2000 to 15 percent in 2010). Furthermore, the threshold for a company to reach the top 20
has changed. In 2000, contract awards of at least some $800 million placed an organization
in the top 20; in 2010, making the top 20 required annual awards of $2.2 billion.
The composition of the top 20 contractors also differed between 2000 and 2010. The big
five defense companies were prominent in both years, but in 2000, the University of
California held the number two spot and Northrop Grumman did not make the Top 5.
Consolidation in the defense sector explains why the large defense primes now hold the top
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four spots: Northrop Grumman merged with prior top 20 company TRW.
Defense, security, and logistics firms comprised the majority of the top 20 federal
contractors in FY 2010, along with three major medical services providers. The entrance of
the companies Health Net, TriWest Healthcare, and Humana into the top tier of federal
contracting in 2010 is notable, as their suddenly high ranking positions represent the growing
cost of health-related entitlements paid by federal agencies and a trend in federal contract
actions going to health service providers. In 2010, the Top 5 consisted of the large defense
companies and totaled just over half of the contract dollars awarded to the overall top 20.
Differences between the value of contract dollars awarded to each company in the Top 5
were far larger than between most of the remainder of the top 20, with up to $14 billion
separating the top-ranking contractor and the fifth-highest ranking contractor compared to
$2.4 billion between the sixth and twentieth highest ranking contractor. Overall, it appears
that most of the federal services contracting industry lies beneath the top tier, as the top 20
account for just under one-third of the total contract dollars awarded for services in 2010.
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Chapter 3: Contracting for Federal Services by Service Area
This chapter presents data for each of the six service areas analyzed in this study: ICT,
PAMS, R&D, ERS, FRS&C, and MED.
Table 3.1. Overview of Federal Services Areas, 2010

Category

Obligations ($,
billions)

Number of
Actions

Average
action ($)

Number of
Contracts

Average
contract ($)

Number of
Contractors

ICT

28.8

113,000

254,000

55,000

521,200

9,700

PAMS

95.8

388,000

247,000

242,000

396,400

53,900

R&D

56.4

86,000

654,000

45,000

1,258,200

12,600
23,100

ERS

22.0

194,000

113,000

104,000

212,600

FRS&C

93.8

417,000

225,000

285,000

328,600

48,900

MED

15.7

85,000

186,000

46,000

342,800

13,100

Other

20.4

142,000

144,000

104,000

196,200

31,000

Total

332.9

1,425,000

234,000

881,000

378,000

156,700

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
Notes: a. Some contractors are active in more than one service category
b. Service area categories may not sum due to rounding.

Overview of Services Market Areas, 2010 — Table 3-1
Comparing the macro-level trends between each of the market areas of the federal services
industry in 2010, it appears that certain areas were more concentrated and highly valued than
others. Out of the entire services industry, R&D is the most concentrated, as only 12,600
contractors (second lowest population size out of all areas) divided 45,000 contracts (the
smallest quantity of contracts out of all other areas) for the highest average contract value in
the industry ($1.2 million, or more than twice the next-highest average value). The two
highest-value segments, PAMS and FRS&C, differed significantly in concentration. Whereas
PAMS had nearly 5,000 contractors more than FRS&C (53,900 compared to 48,900), its
average contract value was significantly higher at $402,000 versus $328,000. Similarly,
MED and ICT differ by only 3,400 contractors, and yet the latter‘s average contract value is
nearly $200,000 higher and its total value is $13 billion higher.
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Figure 3-1. The Federal Information and Communications Technology Services Market, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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ICT
Customer
Federal spending on ICT-related contract actions increased rapidly from 2000 to 2004, but
then slowed until 2010. State and USAID had the highest 10-year CAGR for ICT spending at
22 percent, although their overall spending totaled no more than $1 billion in any one year.
Spending by GSA on ICT-related contract actions actually had a negative 10-year CAGR at 4.7 percent, decreasing from a peak of $7 billion in 2003 to only $2.4 billion in 2010.
Contracting Vehicle
Over the period 2000 to 2010, the vast majority of federal ICT contract actions were carried
out under IDVs. Federal Supply Schedule (FSS) purchases were most prevalent among all of
the other types of contract vehicles, growing in value at a moderate 5.1 percent CAGR after
starting the decade at a relatively high proportion of the overall federal spending level. Yet,
the overall value of FSS vehicles for ICT contract actions declined from a peak of $12 billion
in 2004 to $9 billion in 2010. Single award IDCs gained in popularity at a 5.8 percent 10year CAGR, mostly holding a flat value of around $8 billion from 2004 onward. Meanwhile,
multiple-award IDCs for ICT contract actions grew rapidly at a 16 percent 10-year CAGR,
quadrupling in value from 2000 to 2010 ($2 billion to $8 billion). Purchase orders and
definitive contract actions, meanwhile, grew at relatively slow rates of 4 percent and 5.5
percent CAGRs, respectively, and accounted for an increasingly small minority of contract
dollars during the decade observed.
Funding Mechanism
Federal entities used a variety of funding mechanisms for ICT contract actions from 2000 to
2010, although fixed price contract actions became more popular than others in the most
recent year. Growth in cost reimbursement contract actions was moderate throughout the
decade (6.5 percent CAGR), increasing from $4 billion to $7 billion during the period. Fixed
price contract actions constituted the largest amount of dollars obligated for ICT contract
actions until 2003/2004, when their total share started to decline. However, 2010 saw a
significant jump of $3.3 billion in the fixed price contract funding mechanism category,
elevating the 10-year CAGR to 5.3 percent and ending the period with fixed price
mechanisms funding nearly half of federal ICT contract actions. Combination contracts, as in
the PAMS sector, saw a brief but strong rise after 2006, growing at a 108.5 percent CAGR
through 2010, but never amounted to more than $4 billion in any one year and dropped off by
almost three-quarters in 2010.
Competition
The federal ICT contracting market was a highly competitive environment from 2000
through 2010, with more than two-thirds of all contract obligations each year awarded on
some basis of competition. Of these, awards granted after contract actions received multiple
offers predominated, and indeed made up nearly half or more of all contract dollars for ICT
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in each year. Yet this area declined in value after 2003 and then leveled off in the latter half
of the period analyzed, growing by only a 3.6 percent CAGR for the decade. Meanwhile, the
total value of ICT contract actions awarded after receiving a single offer increased rapidly at
a 19.4 percent 10-year CAGR, rising from $1 billion in 2000 to $7 billion in 2010, although
spending did level off at $6 billion between 2005 and 2009. A concerning trend appeared in
the obligation of unlabeled contract actions during the first half of the past decade, although
the total value of these decreased by -4.6 percent per year, from a peak of $5 billion in 2001
and 2004 to $2 billion in 2010.
Top 10
The top 10 contractors for federal ICT-related services in 2010 consisted of large defense
contractors as well as commercial IT companies and service providers. The top 5 contractors
represented some two-thirds of the total for the top 10 (unchanged from 2000), and just over
a quarter of total ICT obligations (up from 18 percent in 2000).
Market Share of Small, Medium and Large Contractors
Throughout the ten year period, large contractors grew from $6 billion in 2000 to $15.5
billion in 2010, while medium-sized contractors‘ share decreased by a 1.5 percent 10-year
CAGR, declining in absolute terms from slightly over $6 billion to $5 billion. Meanwhile,
small ICT contractors‘ total value increased by a 6.2 percent 10-year CAGR, from $4.3
billion in 2000 to $8 billion in 2010. As a result, the market share of medium-sized ICT
service contractors was cut in half over the course of the decade, from 36.5 percent in 2000
to 18 percent in 2010, while large ICT service contractors increased their share from 37
percent to 54 percent of the market. The share held by small contractors was nearly
unchanged, from 26 percent to 28 percent between 2000 and 2010. This mid-tier squeeze
began between 2004 and 2005, when large contractors increased their market share from $11
billion to $17 billion, while medium-sized contractors‘ share shrunk from $8 billion to $5
billion.
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Figure 3-2. The Federal Professional, Administrative and Management Support Services Market, 20002010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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PAMS
Customer
Federal spending on PAMS contract actions increased steadily through the period 2000-2010,
as DoD accounted for more than half of all dollars obligated in each year, but DHS and
State/USAID grew their spending most rapidly during the past decade, with respective 10year CAGRs of 36.8 percent and 22.2 percent. In the case of State/USAID, most of this
growth occurred from 2002 onward, as new missions and intensified diplomatic/development
efforts overseas required greater administrative support.
Contracting Vehicle
From 2000 through 2010, most dollar obligations for federal PAMS contract actions were
served under some form of IDV, with single-award IDCs becoming the most favored of this
type. Single-award IDC values for PAMS grew at an 10.7 percent CAGR through the decade,
nearly tripling in value from beginning to end and becoming the largest delivery vehicle
category from 2005 onward. Meanwhile, multiple-award IDCs for PAMS contract actions
grew even faster at a 25.5 percent CAGR, growing almost ten-fold from 2000 to 2010 and
becoming the second-most-valued category of delivery vehicle by 2010. Growth in usage of
definitive contract actions for PAMS stagnated after 2005, bringing the 10-year CAGR for
this category to 5.5 percent, although it still ended the decade as the third-largest category by
value. Usage of FSS to deliver federal PAMS contract dollars increased rapidly during the
period analyzed (21.2 percent CAGR), but mostly due to the fact that its value started out at
under $2 billion in 2000; the total value rose to $13 billion in 2010. Finally, use of purchase
orders declined during the period at a -1.6 percent CAGR, ending the decade at under $2
billion as the least-valued delivery vehicle in 2010.
Funding Mechanism
For the period 2000 to 2010, federal contract actions for PAMS were funded primarily
through cost reimbursement mechanisms, while fixed price and time and materials
mechanisms saw increasing usage. At a significant CAGR of 9.1 percent, the total value of
cost reimbursed PAMS contracts more than doubled from 2000 to 2010, retaining the lead in
each year, although the most significant growth in this category occurred between 2009 and
2010, with a $7 billion surge from $33 billion to $40 billion. Meanwhile, the total value of
PAMS contract actions funded by time and materials mechanisms grew at a strong 14.1
percent CAGR for the period, nearly quadrupling in value from 2000 to 2010. Combination
contracts saw heavy usage from 2006 to 2009, growing from $3 billion to $12 billion during
these years. However, they fell out of favor in 2010, as their combined value stood at only $2
billion in 2010. Fixed price contract mechanisms for PAMS grew at a significant 11.4
percent CAGR for the decade, stagnating in growth from 2003 to 2007 but picking back up
to grow to $36 billion and maintaining its position as the second-most used contract funding
mechanism for the decade.
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Competition
The federal PAMS contract market was highly competitive between 2000 and 2010, with
more than two-thirds of all annually-awarded contract dollars awarded on a competitive
basis. Of the total contract dollars competed during the period, the vast majority were
awarded after receiving multiple offers, topping $55 billion in 2010 after having grown at 9.8
percent CAGR for the decade. The value of all contract actions awarded after receiving a
single offer increased the strongest out of the other categories (20.5 percent CAGR), growing
more than six fold in value during the decade from $3 billion to $19 billion. Meanwhile,
although contract dollars awarded for PAMS without competition increased significantly
between 2002 and 2006, their growth leveled off during the second half of the decade,
resulting in an 8.6 percent 10-year CAGR. Between 2009 and 2010, the total value of this
category dropped for the first time since 2004 (from $21 billion to $18 billion) while
competed contract dollars rose, concurrent with the Obama administration‘s guidance to
increase competition.
Top 10
The composition of the top 10 PAMS contractors for the federal government in 2010
consisted largely of defense product-oriented firms and providers of logistics support
services. The top 5 contractors claimed over 60 percent of the total top 10 contract dollars
(compared to 70 percent in 2000) but only 15 percent of total PAMS obligations (unchanged
from 2000).
Market Share of Small, Medium and Large Contractors
In the last decade, large PAMS contractors increased the total value of their federal market
by a 12.7 percent 10-year CAGR, from $12 billion in 2000 to $40 billion in 2010, while the
total value of medium-sized PAMS contractors grew by a 9.1 percent 10-year CAGR, from
$13.5 billion to $35 billion. Meanwhile, small PAMS contractors grew by a 10.7 percent 10year CAGR, growing nearly three-fold from $7.6 billion in 2000 to $21 billion in 2010. As a
result, medium-sized contractors, which held 42.5 percent of the total PAMS market in 2000,
saw their market share decline to 36 percent in 2010. Meanwhile, large contractors‘ relative
share grew from 35 percent to 42 percent. The relative share of small contractors in the
PAMS market remained unchanged at 22 percent in both 2000 and 2010.
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Figure 3-3. The Federal Research and Development Services Market, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Research and Development
Customer
From 2000 to 2010, DoD was the largest customer of R&D-related services, accounting for
nearly 80 percent of the total federally contracted dollars for services in each year until 2008,
when DoD‘s share began to decline below 75 percent, to a low of 71 percent in 2010 (5.8
percent 10-year CAGR). The predominance of defense in this market is unsurprising, as DoD
relies on contractors to consistently improve its military capabilities with new technologies.
However, R&D investment by DoD slowed after 2007 and even declined in absolute terms
over the last year, from $44 billion in 2009 to $40 billion in 2010. In 2004, NASA became
the second largest customer, as its share of the total yearly federal contract dollars increased
sharply from $2 billion to $5 billion during this year and then slowly grew until 2010 (13
percent 10-year CAGR). All other departments constituted far less of the total federal spend
on R&D-related service contract actions, although they grew their spending rapidly over the
10-year period. However, there was a noticeable uptick in DoE spending between 2007 and
2008, increasing from $1 billion to $3 billion in just one year, which pushed its 10-year
CAGR to 11.3 percent.
Contracting Vehicle
The vast majority of R&D-related federal services contract actions were delivered through a
definitive contract vehicle (5.8 percent 10-year CAGR), amounting to over 75 percent of
yearly federal obligations for such contract actions from 2000 to 2009; that share dropped to
69 percent in 2010 as IDVs grew more prevalent. Most types of IDVs grew in usage over the
decade, with multiple award IDCs growing fastest at a 15.8 percent 10-year CAGR (doubling
in value from 2006 to 2010) followed closely by single award IDCs at a 15.2 percent 10-year
CAGR (nearly doubling from 2004 to 2010). Purchase orders and FSS, meanwhile, remained
relatively negligible in dollar terms.
Funding Mechanism
Cost reimbursement mechanisms funded most R&D-related federal services contract actions
from 2000 to 2010, growing in value at a steady CAGR of 7 percent. As unexpected results
and high risks are inherent to R&D, cost reimbursement contracts incentivize contractors to
assume risks of developing new technologies and processes. Fixed price funding mechanisms
claimed 18 percent or less of the total yearly federal spending on R&D-related service
contracts, growing by a 9 percent CAGR for the decade. Combination contracts briefly
appeared in the years 2007-2009 and actually claimed a substantial portion of the total R&Drelated federal contract spending, although this category seems to have all but disappeared in
2010.
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Competition
While the majority of contract dollars for R&D-related services were awarded on a
competitive basis between 2000 and 2010, substantial amounts were awarded without
competition. Of the yearly competed contract dollars, most were awarded after receiving
multiple offers, and the annual total value of such contract actions increased at a moderate
rate (6.2 percent CAGR). Contract dollars awarded after having receiving only one offer
increased far more rapidly (11.7 percent CAGR) but never amounted to more than 14 percent
of all contract dollars awarded for R&D services in any given year. Uncompeted contract
dollars kept pace with those awarded competitively after multiple offers until their share
began to decline in 2003, despite a higher CAGR of 7.2 percent.
Top 10 Contractors
Contract dollars were highly concentrated within the largest R&D providers in 2010. The top
R&D service contractors are large defense contractors. It is notable, however, that Caltech
reached the Top 5 in 2010. The Top 5 R&D contractors accounted for nearly 45 percent of
the total R&D services contracting market in 2010, the top 10 for 55 percent; both numbers
were similar in 2000. The data thus point to the heavy concentration of R&D services dollars
to large defense contractors supporting DoD.
Market Share of Small, Medium and Large Contractors
Large contractors dominated the R&D services market in both 2000 and 2010, but more so in
the latter year. Standing at $16 billion (59.6 percent of the market) in 2000, large R&D
contractors claimed more than twice the market share of medium-sized contractors, which
held $7.1 billion (26.1 percent) of the market. By 2010, this disparity had grown larger, with
large contractors taking $36.5 billion (65 percent) of the market and medium-sized R&D
contractors taking $13 billion (23 percent of the total market). Meanwhile, the total share of
the R&D services market held by small contractors shrunk from 14.2 percent to 12 percent,
though it rose in value from $4 billion to $7 billion. Over the course of the decade, large
R&D contractors grew by an 8.4 percent CAGR, compared to medium-sized contractors‘ 6.2
percent CAGR and small contractors‘ 5.8 percent CAGR.
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Figure 3-4. The Federal Equipment-Related Services Market, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Equipment-Related Services
Customer
DoD was the largest federal consumer of ERS from 2000 to 2010. Growing at a CAGR of
7.4 percent for the period, DoD‘s spending on ERS increased noticeably after 2002 and
maintained its upward trajectory through 2009. Few other federal entities spent significant
amounts of service contract dollars in this area, with the exception of DHS which spent
roughly $1 billion per year.
Contract Vehicle
Between 2000 and 2010, federal ERS contract actions were delivered through a mix of
vehicles, with definitive contracts and single-award IDCs alternating in predominance
between the first and second half of the decade, respectively. The total value of definitive
ERS contract actions grew rather slowly at a 3.3 percent CAGR, such that they were
eventually overtaken by single-award IDCs (with a CAGR of 11.2 percent) by 2005. Use of
other IDVs for ERS contract dollars grew rapidly as well, with FSS at a CAGR of 13.8
percent and multiple-award IDCs at 15.3 percent CAGR. However, these vehicles saw
relatively low usage, with FSS barely reaching $1 billion and multiple award IDCs reaching
a peak of $3.4 billion. Purchase orders, meanwhile, grew at 7.4 percent CAGR and saw only
as much usage as FSS for delivering ERS contract dollars.
Funding Mechanism
Contract dollars awarded for federal ERS contract actions were split between fixed price and
cost reimbursement funding mechanisms for each year in the 2000-2010 period, with time
and materials contracts making up most of the difference with the topline. Fixed price
contract dollars increased at a 6.6 CAGR from just under $6 billion in 2000 to a peak of $11
billion in 2010. The total value of cost reimbursement contracts, meanwhile, grew faster at a
10.1 percent CAGR, but since it started at a lower point than the value of fixed price
contracts, it did not regain its original level by 2010. Nevertheless, it is possible that this
trend may continue and fixed price contracts will be overtaken in value. The total value of
federal ERS contract dollars used to remunerate contractors for time and materials increased
slowly (3.7 percent 10-year CAGR) and never reached above $3 billion during the period
analyzed. Finally, combination contracts, as in R&D spending, appeared briefly from 2007 to
2009, increasing by approximately a billion each year (to a high of $3.2 billion in 2009), then
all but disappeared in 2010.
Competition
The federal government awarded the majority of ERS contract dollars on the basis of
competition between 2000 and 2010, although uncompeted contract dollars also held a
significant share in every year. Of the contract dollars for ERS that were competed, those that
were awarded after receiving multiple offers claimed the largest shares in each year, growing
at a moderate 6 percent CAGR. Those awarded competitively after receiving a single offer
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grew much faster at a 19.7 percent CAGR, increasing from less than $1 billion to just under
$4 billion from the beginning to the end of the period. Uncompeted contract dollars for ERS
grew at a 6 percent CAGR, doubling their share from $4 billion in 2000 to a 10-year peak at
$8 billion in 2009. In 2010, however, uncompeted contract dollars declined to $6 billion.
Unlabeled contracts saw a minor increase in the period analyzed (1.7 percent CAGR),
reaching nearly $1 billion per year between 2006 and 2009 before dropping off in 2010.
Top 10 Contractors
Large aerospace and defense firms comprised most of the top 10 contractors for ERS in
2010. While the Top 5 ERS contractors accounted for nearly 70 percent of the total top 10,
they only make up about a third of the total ERS market; in both cases, the shares are almost
unchanged from 2000.
Market Share of Small, Medium and Large Contractors
From 2000 to 2010, large ERS contractors grew by 10.3 percent annually, from $5 billion at
the start of the decade to $13 billion at its end. Meanwhile, medium-sized contractors grew
only slightly more than $1 billion during the decade, from $3.8 billion in 2000 to $5.2 billion
in 2010 (resulting in a 3.1 percent 10-year CAGR), and small contractors grew from $2
billion to $3.8 billion during the same period (at a 6.6 percent 10-year CAGR). As a result,
the share of large companies went from 46 percent in 2000 to 59 percent in 2010, while that
of medium-sized companies went from 35 percent to 23 percent and that of small companies
went from 19 percent to 17 percent.
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Figure 3-5. The Federal Facilities-Related Services and Construction Services Market, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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FRS and Construction
Customer
Prior to 2002, DoE was the largest customer for FRS&C contractors, followed by DoD.
However, due to operations in Iraq and Afghanistan, DoD became the heaviest user of this
service from 2003 on. Overall, DoE spending on FRS&C contract actions declined by -1.4
percent CAGR, while DoD‘s spending rose by 8.2 percent CAGR. Spending on FRS&C by
GSA stayed at roughly the same level throughout the 10-year period, with spikes in 2002 and
2003. Awards for FRS&C from DHS saw a brief surge in 2005 and 2006 as its new facilities
were created, but then its spending leveled out through 2010. Due to the $6.9 billion contract
with California Institute of Technology (discussed in the NASA section above), NASA‘s
spending on FRS&C spiked in 2004 to $9 billion. Low starting points and marginal absolute
increases in FRS&C spending by State and USAID contributed to their high combined
CAGR of 17.5 percent for the period.
Contract Vehicle
In each year from 2000 to 2010, the vast majority of FRS&C contract actions were delivered
using definitive vehicles ($61 billion, or 67 percent of total value in 2010). However, the
combined value of multiple award IDCs grew rapidly at a 23.6 percent 10-year CAGR,
increasing their share from just over $1 billion in 2000 to nearly $12 billion in 2009.
Purchase orders declined rapidly in popularity for FRS&C contract actions during the 10year period at a -12.8 percent CAGR, bringing down their total value from $7 billion in 2000
to under $2 billion in 2010.
Funding Mechanism
From 2000 to 2010, fixed price contracting grew to exceed the popularity of cost
reimbursement contracts in the FRS&C market. During this period, the total value of fixed
price contract actions grew at 8.5 percent CAGR from $30 billion to $67 billion, while cost
reimbursement contracts declined slightly by a -0.6 percent CAGR from $26 billion to $24.5
billion. Occasionally, as in 2003 and 2004, cost reimbursement contract actions surged in
total value, but never rose above the value of fixed price contracts. All other contract vehicles
were scarcely used, save for a slight rise in time and materials contracts after 2006 (8.1
percent 10-year CAGR) and the brief appearance of combination contracts (which declined
sharply after 2009, but had a 65.7 percent 10-year CAGR). These trends are likely due to the
government wishing to reduce its risk of non-performance and a more vigilant effort to hold
construction companies and maintenance providers to tight deadlines and costs.
Competition
There was a marked increase in competition within the FRS&C market after 2003, indicating
that DoD placed greater emphasis on this aspect of contracting within the Iraq and
Afghanistan theaters. Between 2000 and 2010, the total value of contract actions awarded
after receiving multiple offers during competition increased by a considerable 8 percent
34

CAGR, while that of contracts awarded after receiving only one offer during competition
increased by a comparable 7.6 percent CAGR. Meanwhile, the combined value of
uncompeted contracts declined by a -3.7 CAGR for the period.
Top 10 Contractors
The top 10 contractors in the FRS&C industrial base in 2010 consisted of companies
traditionally engaged in this service area, in addition to some research and technology
oriented contractors. The Top 5 contractors account for approximately two-thirds of the total
value of contract actions held by the top 10, but under 10 percent of the total FRS&C market.
In 2000, the top 5 accounted for over 80 percent of the top 10, and over a quarter of the
market. This shift is primarily attributable to several major DoE contracts that were recompeted in the last few years, including those for the management of the Los Alamos and
Savannah River facilities.
Market Share of Small, Medium and Large Contractors
Medium-sized FRS&C contractors increased their share of the market from 39 percent to 46
percent from 2000 to 2010 (from $22 billion to $43 billion), resulting in a 7.1 percent 10-year
CAGR. The total value of FRS&C contract actions held by small contractors grew at a faster
rate (7.9 percent CAGR) and increased their share from 22 percent in 2000 to 28 percent in
2010 (from $12 billion to $26 billion). Meanwhile, large contractors grew at only 0.9 percent
CAGR, barely growing their total value from $22 billion to $24.2 billion and losing a
considerable share of the market (from 39 percent to 26 percent) during the 10-year period.

35

Figure 3-6. The Federal Medical Services Market, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Medical Services
Customer
From 2000 to 2010, DoD was the largest federal customer for medical services. Furthermore,
defense expenditures on medical services increased faster than that of any other federal entity
at a 16.7 percent CAGR, doubling since the beginning of combat operations in Afghanistan
in 2002 and increasing rapidly after operations in Iraq commenced. Of the individual
agencies tracked in this report, HHS was the only other federal entity to expend any
significant service contract dollars on medical services, growing at a CAGR of 2.5 percent.
All other agencies obligated only minor amounts of their contract actions to this area.
Contract Vehicle
Federal entities predominantly used definitive contract vehicles for their medical service
contract dollars between 2000 and 2010, although usage of IDVs increased in the latter part
of the decade. The total value of definitive contract vehicles increased at a 14.8 percent
CAGR over the period analyzed, rising from $2.9 billion in 2000 to a peak of $12.9 billion in
2009. Meanwhile, single award IDCs for medical services grew to the highest levels of any
other IDVs in the decade, increasing at a 14.1 percent CAGR from $500 million to $1.9
billion. Multiple award IDCs and FSS medical service contracts grew rapidly at 17.2 percent
and 21 percent CAGRs, respectively, but neither surpassed $1 billion during 2000-2010.
Purchase orders were used even less commonly, just barely reaching $500 million at their
peak of usage for medical service contract actions after growing at an 11.8 percent CAGR.
Funding Mechanism
Within the past decade, there was a profound shift away from the use of fixed-price contract
funding mechanisms and towards the use of cost reimbursement mechanisms for medical
services. Prior to 2005, the overwhelming majority of contract actions were funded via fixed
price mechanisms, almost to the exclusion of all other types of funding mechanisms.
However, this trend abruptly shifted in 2005 and cost reimbursement contracts rose from $1
billion to $7 billion in one year and continued on an upward trajectory with a 34.7 percent
10-year CAGR. Meanwhile, the total value of contracts using fixed price mechanisms was
cut in half, resulting in a 5.4 percent CAGR for the category. There are not any correlating
trends in the other aspects of contract spending in medical services that would point to a
more profound shift in any one agency‘s contracting policies, although the dominance of
DoD in the medical services market likely had an effect. As in other contract categories,
combination mechanisms for medical services rose briefly in 2007-2009, and then all but
disappeared in 2010.
Competition
From 2000 to 2010, the federal medical services contract market was a highly competitive
environment, in which the overwhelming majority of contract dollars were awarded after
receiving multiple offers. Where the level of competition for contract dollars was
37

identifiable, the greatest average yearly increase in this period occurred in contract actions
competed with multiple offers (16.7 percent 10-year CAGR). The total value of contract
dollars awarded competitively after receiving only one offer, meanwhile, increased sharply at
a 14.2 percent CAGR, but never reached far beyond $1 billion in any given year. Meanwhile,
contract dollars awarded for medical services without competition grew more slowly at a 7.4
percent CAGR, and amounted to between $1 billion and $2.5 billion for the period. The
value of unlabeled contracts tapered off quickly after 2009, having never surpassed $1 billion
in any given year during the past decade.
Top 10 Contractors
Contract dollars in the 2010 medical services market were highly concentrated in the top 10
companies, particularly among a few of the top 5 contractors. The top 5 contractors
accounted for almost 90 percent of the value of the top 10 and nearly two-thirds of the entire
medical services market in 2010, the highest shares of any of the service areas. In 2000, the
top 5 accounted for over three-quarters of the top 10, and over 40 percent of the overall
market.
Market Share of Small, Medium and Large Contractors
Between 2000 and 2010, large contractors grew their share of the medical services market
faster than any other size of company, despite substantial growth in all of the other size
categories. Growing at an 18 percent 10-year CAGR, the contract dollars obligated to large
contractors in the medical services field increased over five-fold from $1.4 billion to $7.1
billion (driving the market share from 34 percent to 45 percent). Medium-sized medical
services contractors, meanwhile, grew at a 12 percent 10-year CAGR from $2.1 billion to
$6.6 billion (declining from 53 percent of the total market to 42 percent). Small medical
services contractors increased their share four-fold between 2000 and 2010, growing at a
14.8 percent 10-year CAGR and rising from $500 million to $2.1 billion (maintaining a 13
percent share of the market in both 2000 and 2010).
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Cross-Area Participation by Contractors — Table 3.2.
Many of the contractors that are active in the federal services market provide the government
with services in more than one area. The table below shows the cross-area participation of the
contractors in the federal services industrial base. One key point is that there is considerable
overlap between contractors undertaking ICT and PAMS work. In 2010, 46 percent of ICT
contractors were also active in the PAMS area, and this interrelationship has continuously
increased over the past decade. The other area of substantial and growing overlap is between
contractors undertaking both R&D and PAMS services. However, this relationship is only
unidirectional: only 11 percent of PAMS contractors also undertake R&D work. This
discrepancy is possible because, at $97.3 billion, PAMS is the largest of the service areas.
In some cases, cross-area growth appears to have reached its limit. For example, the share
of ICT and PAMS contractors doing R&D work has dropped by a few percentage points.
However, some of the signs of an end to consolidation from 2009 have abated. Overall, the
past ten years have seen the federal services industry becoming more horizontally integrated,
but that trend now appears to have stabilized.
Table 3.2. Cross-Area Participation by Federal Services Contractors, 2000 and 2010
2000
ICT
ICT
PAMS
R&D
ERS
FRS&C
MED

PAMS

100%
8%
10%
10%
2%
1%

33%
100%
31%
13%
6%
4%

R&D

14%
11%
100%
6%
1%
2%

2010

ERS

17%
5%
7%
100%
4%
1%

FRS&C

10%
9%
5%
17%
100%
2%

MED

2%
2%
3%
1%
1%
100%

ICT
ICT
PAMS
R&D
ERS
FRS&C
MED

PAMS

100%
8%
8%
8%
3%
3%

46%
100%
33%
19%
11%
16%

R&D

12%
8%
100%
7%
3%
6%

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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ERS

FRS&C

24%
9%
13%
100%
9%
6%

17%
11%
15%
19%
100%
5%

MED

4%
4%
6%
3%
1%
100%

Table 3.3. Top 20 Federal Services Contractors, by Service Area, 2000 (dollars, millions)
Contractor
1
2
3
4
5
Subtotal for
Top 5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
Total for Top
20
Total for all
industry

PAMS

Lockheed Martin
University Of California
Boeing
Raytheon
Bechtel

ICT

R&D

FRS&C

ERS

1,560
0
860
1,050
30

470
270
160
-

5,290
530
3,090
1,080
0

2,390
7,310
0
300
2,560

690
530
1,020
0

3,500
TRW
1,360
SAIC
800
Northrop Grumman
270
Computer Sciences Corp.
560
General Dynamics
410
Washington Savannah River Company* Fluor
10
University of Chicago
0
Dyncorp International
300
Electronic Data Systems
50
Halliburton
610
Booz Allen Hamilton
320
AT&T
410
Kaiser Hill*
Battelle
150

900
240
410
450
840
140
90
860
370
300
20

10,000
830
620
870
300
460
0
80
0
100
90

12,550
290
120
90
110
90
1,660
1,470
1,220
90
0
250
30
820
470

2,250
30
40
230
50
370
420
0
0
90
30

MED

Other

0
0
20
0
0
20
-

Total

40
0
80
40
810

10,450
7,840
4,820
3,640
3,400

960
260
160
10
0
300
0
20
0
60
0

30,150
3,020
2,180
1,930
1,860
1,770
1,660
1,480
1,220
990
940
860
850
830
820
760

-

8,750

4,610

13,340

19,260

3,520

50

1,780

51,310

-

34,230

16,500

27,310

56,180

10,690

4,000

10,440

159,350

Other

Total

* Joint Venture
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
Table 3.4. Top 20 Federal Services Contractors, by Service Area, 2010 (dollars, millions)
Contractor
1
2
3
4
5
Subtotal for
Top 5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
Total for Top
20
Total for all
industry

PAMS

Lockheed Martin
Northrop Grumman
Boeing
Raytheon
SAIC

ICT

R&D

FRS&C

ERS

2,730
3,130
1,220
1,370
2,540

1,860
1,370
70
140
1,510

9,750
4,990
5,720
3,110
740

2,560
240
30
160
550

2,240
1,250
530
1,420
360

General Dynamics
L3 Communications
Computer Sciences Corp.
Booz Allen Hamilton
KBR
Health Net
Humana
Bechtel
Dyncorp International
BAE Systems
TriWest Healthcare
URS
CACI
Battelle
Los Alamos National Security*

10,990
1,610
1,730
1,690
2,070
3,570
260
0
1,630
1,760
1,050
0
1,020
1,580
110
-

4,960
940
390
1,550
550
20
410
20
460
10
-

24,320
1,060
770
130
950
0
0
0
440
520
0
20
340
1,240
-

3,540
30
60
270
20
10
800
240
70
0
1,040
20
840
2,200

5,800
770
1,390
680
20
10
0
490
850
310
110
70
-

-

29,080

9,320

29,800

9,140

-

95,780

28,790

56,390

93,770

MED

0
0

240
50
90
160
90

19,400
11,030
7,650
6,370
5,800

0
3,000
3,240
0
0
2,720
0
0
-

630
180
150
40
230
0
670
0
0
180
10
10
-

50,260
4,600
4,490
4,350
3,850
3,580
3,260
3,240
3,100
2,960
2,900
2,720
2,590
2,520
2,290
2,200

10,500

8,980

2,110

98,930

22,030

15,720

20,410

332,880

10
20
0
0
-

* Joint Venture
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Top 20 Contractors by service area and type — Tables 3.3. and 3.4.
The types of services in which the top 20 federal services contractors have specialized has
changed over time. In 2000, Lockheed Martin received the bulk of its service contract actions
for R&D and FRS work. Ten years later, R&D was still the largest of Lockheed Martin‘s
services activities, but it was awarder over $2 billion in PAMS, ERS and FRS&C service
contract actions. Northrop Grumman, the second largest recipient of federal service contract
dollars, increased its R&D segment by several times its size in 2000 to 2010, from $870
million to nearly $5 billion.
The preeminence of R&D also extended to Boeing and Raytheon in both 2000 and 2010.
However, the next six companies in the top ten all generated most of their 2010 dollars from
PAMS. Kellogg Brown & Root is particularly noteworthy because it generated more revenue
from PAMS than any other contractor in 2010. Three medical services contractors – TriWest
Healthcare, Humana and Health Net – stand out for making the Top 20 list while focusing on
a single service area.
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Chapter 4: Contracting
Agencies

for

Services

by

Key

Government

This chapter examines trends in service contracts for seven key government agencies: the
Department of Defense, the Department of Energy, NASA, the Department of Homeland
Security, the Department of State and USAID, the Department of Health and Human
Services, and the General Services Administration. For each, the analysis includes data on
the top service areas (ICT, PAMS, R&D, ERS, FRS&C, and MED) for the agency, the types
of contract vehicle used, the funding mechanisms used, and levels of competition in contract
awards. It also includes an analysis of the industrial base providing the services to each
agency in the form of a list of top 20 contractors in 2000 and 2010 and a breakdown of the
market between small, medium, and large companies in the years 2000 and 2010.
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Figure 4-1. Services Contracting by the Department of Defense, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Department of Defense
Service Areas
For the first year in over a decade, DoD spending on service contract actions decreased
between 2009 and 2010, shrinking by $14 billion (a 7 percent decrease year-on-year). The
largest decline was in FRS&C (down by $6.7 billion in 2010 from 2009, or 13 percent yearon-year), which had previously been one of DoD‘s largest and strongest-growing markets
after PAMS. This is unsurprising, given the impending drawdown in Afghanistan and the
decrease in military construction and maintenance in Iraq. Spending on medical service
contract actions grew the fastest during the past decade (with a 16.7 percent 10-year CAGR),
followed by PAMS (10.5 percent 10-year CAGR). Spending on R&D services has been
relatively stagnant since 2007 (5.8 percent 10-year CAGR).
Contract Vehicle
The data reveal that DoD has primarily obligated contract actions using the definitive
contract and single award IDC vehicles ($88.7 billion and $57.9 billion in 2010,
respectively). However, the growth of all indefinite delivery vehicles combined outpaced that
in the definitive contract categories, driven by the rapid increase in multiple award IDCs
which grew at an average 18.5 percent per year. Growth in multiple awards is encouraging
because it indicates that contract dollars are being spread more widely across the industrial
base. However, the decline in definitive contracts is inconsistent with current DoD policy,
and the continuing rise of undefinitized contracts may lead to escalating costs.
Funding Mechanism
The data for 2000-2010 reveal two important trends. The first is a decrease (since 2008) in
the number of unlabeled contract actions, indicating more robust data entry regarding
competition. The second is an increase in fixed-price contracting that is higher than that in
cost-based contracting (8.9 percent CAGR versus a 7.9 percent CAGR), including time and
materials (8 percent CAGR). This is in line with government guidance in the past two years
calling for more use of fixed-price contracting.
It is noteworthy that combination contracts, those which include elements of both costbased and fixed-price, emerged and grew substantially in both products and services
contracting within a very short time. In fact, this category had a combined annual growth rate
of 43.6 percent over a 5-year period ending in 2009. With this type of contract, it is
impossible to determine how many dollars are awarded on a fixed-price or cost basis. For
example, in the $30 billion awarded in 2009, it is possible that $25 billion was awarded on a
cost basis and $5 billion was awarded on fixed-price, thus undermining the observation that
fixed-price contracting significantly increased. This made it difficult for government program
officers to accurately evaluate the performance of a contractor given the mechanism of
funding. Furthermore, combined contract awards undermined compliance with President
Obama‘s March 2009 guidance to increase the use of fixed-price contracts under conditions
of greater competition and consistent entry of award data into FPDS by contracting offices.
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However, in 2010, the use of combination contracts declined 84 percent (from almost $30
billion to just under $5 billion,) relieving some of these concerns.
Competition
The data show that between 2000 and 2010, there was an increase in competition across DoD
contract obligations, with the share of defense dollars competitively awarded for service
contract actions rising from 69 percent to 78 percent. This is a result of slowed growth in
non-competed contract dollars (6.4 percent annual growth from 2000 to 2010) and a surge in
competitively awarded contract dollars (15.7 percent annual growth in competed contract
dollars awarded after receiving a single offer and 8.5 percent growth in competed contract
dollars awarded after receiving multiple offers). Interestingly, the rise in competed contract
actions predated the 2009 Presidential Memo and subsequent OMB guidance to government
departments to increase competition in contract awards.
Top 10 Contractors
The top 5 DoD contractors accounted for over two-thirds the value awarded to the top 10 in
2010, down from over 75 percent in 2000. The top 5 accounted for 20 percent of the overall
DoD services market, unchanged since 2000.
Market Share of Small, Medium and Large Contractors
Between 2000 and 2010, DoD service contract dollars obligated to large contractors nearly
tripled from $37 billion to $95 billion, resulting in a 9.8 percent 10-year CAGR and a growth
from 41 percent of the market in 2000 to 48 percent in 2010. The contract dollars obligated
by DoD to medium-sized contractors grew at a slower 6.4 percent annual rate during the
decade, increasing in absolute terms from $34 billion to $63.6 billion, but declining in
relative market share from 38 percent in 2000 to 32 percent in 2010. The amount obligated to
small contractors by DoD grew by 7.8 percent annually between 2000 and 2010, more than
doubling in value from $19 to $40 billion (from 21 percent of the market to 20 percent), and
adding to the squeeze on medium-sized contractors.
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Figure 4-2. Services Contracting by the Department of Energy, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

46

Department of Energy
Service Areas
The vast majority of DoE contract dollars have historically been obligated to FRS&C ($18.9
billion, or 75 percent of spending in 2010), owing to its responsibilities for the maintenance
of the country‘s nuclear reactors and energy research laboratories. This is the only area of
DoE services contract spending (except ―
Other‖) that has declined annually, on average, over
the past 10 years (-1.4 percent CAGR), while R&D has grown the fastest (11.3 percent
CAGR) and, in recent years, has also grown the strongest (from less than $1 billion in 20002007 to an average of $2.8 billion per year 2008-2010). Spending on ICT has also grown
quickly (10.1 percent CAGR), although spending in dollar terms is low ($300 million in
2010).
Contract Vehicle
Since 2003, DoE has almost exclusively used definitive contract actions (95 percent of
contract dollars spent in 2010). Purchase orders disappeared abruptly from the DoE books
after 2003 from $5.6 billion, dropping the total DoE services contract spending level (along
with the decrease in definitive contracts). While 10-year CAGRs are high for multiple and
single award IDCs and FSS/Other vehicles (26 percent, 36 percent and 18.5 percent CAGRs,
respectively), these contract actions represent a negligible percentage of total DoE services
contract spending.
Funding Mechanism
Historically, DoE has funded its service contract actions almost exclusively through some
form of cost reimbursement ($24 billion, or 94 percent of contract dollars in 2010). Contracts
using compensation for contractors‘ time and materials have been less commonly used,
amounting to less than $1 billion each year. Nevertheless, their usage has increased strongly
over the last decade (11.6 percent CAGR). Fixed-price contracts are executed so rarely that
their use has declined over the past 10 years (-2.9 percent CAGR).
Competition
Over the past decade, DoE has awarded an increasingly larger percentage of its contract
dollars on a competitive basis, beginning at 46 percent of contract dollars in 2000 and rising
quickly to 91 percent by 2010. Contract dollars awarded competitively after receiving
multiple offers grew at a 7.3 percent CAGR from $9 billion in 2000 to a peak of $22 billion
in 2009 before dropping to $18 billion by 2010. Contract dollars awarded after receiving a
single offer during competition rose in value at a CAGR of 4.8 percent, remaining between
$3 and $5 billion each year for the decade. Contract dollars awarded without competition
dropped precipitously (-21.7 percent CAGR) after 2003 (coinciding with the drop in
purchase order agreements highlighted above) from a high of $19 billion in that year to less
than $1 billion in 2010.
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Top 10 Contractors
The top 10 contractors for DoE consisted primarily of defense or facilities firms working on
facilities- and R&D services. Total dollars awarded to the top 5 contractors accounted for
more than half of the total dollars awarded to the top 10, and nearly 40 percent of the overall
market. In 2000, the top 5 accounted for over 80 percent of the top 10, and controlled 60
percent of the overall market. This shift was primarily attributable to an increase in contract
actions awarded to large joint ventures.
Market Share of Small, Medium and Large Contractors
From 2000 to 2010, the amount of contract dollars obligated to medium-sized contractors
decreased by a 3.6 percent CAGR (the largest annual decrease of government agencies
studied in this report), from $4.5 billion to $3.17 billion (and from 18 percent of the total
market to 12.5 percent). Meanwhile, small contractors‘ share of the DoE market grew by a
13.6 percent 10-year CAGR, from just over $500 million in 2000 to $1.9 billion in 2010
(from 2 percent of the market to 7 percent). Large contractors dominated the DoE market
during the decade, holding their total market share steady at 80 percent, or $20 billion in
2000 and 2010 (growing at a 0.1 percent CAGR).
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Figure 4-3. Services Contracting by the National Aeronautic and Space Administration, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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NASA
Service Areas
Over the past decade, the majority of NASA‘s annual obligations of services contract dollars
have been dedicated to R&D and PAMS (growing at 13 percent and 10.3 percent CAGRs,
respectively). In 2004, there was a sudden surge of over $8 billion in FRS&C services
contract dollars, but this area quickly returned to levels near $1 billion annually thereafter.
Concurrently, dollars for R&D services contract actions more than doubled. Following 2004,
NASA‘s overall obligations of services contract dollars roughly doubled compared to
FY2003 levels, largely due to the tripling of PAMS spending and the doubling of R&D seen
in 2004. Over the past three years, R&D has again grown significantly, from $4.6 billion in
2007 to $7.1 billion in 2010. Spending on ICT service contract actions has had relatively
steady growth in NASA allocations (8.4 percent CAGR) while spending on medical services
has been negligible.
Contract Vehicle
NASA has used definitive contract vehicles for the vast majority of its services contract
actions over the past decade (74 percent in 2010, from a high of 84 percent of total contract
dollars in 2000). Growth in this category has been consistent (8.7 percent CAGR) in this
decade, relative to overall services spending. In 2004, NASA started making greater use of
single award IDCs, growing this category by a CAGR of 47.2 percent, although the contract
dollars awarded by such vehicles remained between $2 billion and $3 billion for the period.
Purchase orders saw minor usage prior to 2003 before almost disappearing altogether from
NASA‘s books, resulting in a negative CAGR of -13.7 percent. FSS contract vehicles saw
some greater usage post-2004, growing at a CAGR of 10.3 percent, but in absolute terms this
category remained almost negligible.
Funding Mechanism
NASA has predominantly used cost reimbursement as the funding mechanism for its contract
actions, accounting for 70 to 90 percent of services contract dollars funded from 2000 to
2010. Time and materials contracts constitute a miniscule part of overall NASA services
contract spending (around $100 million yearly), but have grown at 11.1 percent CAGR.
Fixed price contracts have seen flat growth at a 6.9% CAGR, never amounting to more than
$3 billion during the time period analyzed.
Competition
Until 2004, NASA awarded the majority of its contract dollars on a competitive basis, with
almost all of them awarded after receiving multiple offers. However, contract dollars
awarded without competition skyrocketed between 2003 and 2004 from $1 billion to $12
billion, then came down to settle at around $6 billion annually for the remaining six years.
The non-competed contract dollar category thus outpaced growth in competitively awarded
contract dollars (CAGRs of 24.2 percent for no-competition, 8.4 percent for competition with
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single offer and 5.6 percent for competition with multiple offers).
Top 10 Contractors
Unsurprisingly, most of NASA‘s top contractors in 2010 were companies specializing in
aerospace and defense technologies and institutions focused on R&D. The top 5 NASA
contractors accounted for roughly 70 percent of contract dollars awarded to the top 10, and
almost half of the overall market. In 2000, the top 5 share of the top 10 was under 75 percent,
and the top 5 controlled less than 30 percent of the overall market.
Market Share of Small, Medium and Large Contractors
Large contractors narrowly led the NASA market in 2010, continuing a trend that led them to
surpass medium contractors in 2009 first time since 2000. The amount of NASA service
contract dollars obligated to large contractors grew at an 11.9 percent 10-year CAGR,
increasing their collective share over three-fold from $2.1 billion to $6.4 billion (from 38
percent of the market in 2000 to 43.5 percent in 2010). Meanwhile, medium sized firms grew
their market value at a 12 percent CAGR, increasing in absolute terms from $1.9 billion to
$6.1 billion between 2000 and 2010 (from 35 percent of the NASA market to 41 percent).
Small contractors also grew their share, albeit at a much slower 4.4 percent CAGR, from
$1.5 to $2.2 billion, although their relative share shrunk from 27 percent in 2000 to 15
percent in 2010.

51

Figure 4-4. Services Contracting by the Department of Homeland Security, 2004-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Department of Homeland Security
Although DHS was created 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.
Service Areas
The majority of DHS service contract dollars obligated from 2004 to 2010 went to PAMS,
ICT and FRS&C. In 2006, overall DHS services contract spending spiked sharply, primarily
due to FRS&C spending increasing by 60 percent and PAMS increasing by 62 percent yearon-year. Following that year, however, FRS&C dropped by nearly two-thirds and PAMS
decreased by one-fifth, from which point they both increased slightly for the following years.
Since beginning its first full year of operation in 2004, DHS spending on FRS&C grew
fastest (of the categories with significant spending) at a 19.4 percent CAGR, while its
spending on PAMS grew at an 11.5 percent CAGR and ICT grew at a 5.2 percent CAGR.
Out of all categories of DHS services spending, only R&D saw any decrease, falling at a -8.9
percent CAGR between 2004 and 2010.
Contract Vehicle
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 increased significantly in total value from $1.5
billion in 2005 to $2.2 billion in 2010.
Breaking down IDVs into sub-categories, the total value of Federal Supply Schedule
(FSS) contracts and other IDVs, which feature pre-negotiated prices and ordering procedures,
also peaked in 2006 at $3.6 billion. The value of contract actions under these vehicles
dropped off to $2 billion the next year and held steady at around $1.9 billion in the following
years. The overall 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 billion and $800 million in 2005 and 2006, respectively, then decreased
by half in 2007 and continued to decline rapidly, until by 2010 they comprised only 3 percent
of DHS contract dollars.
Funding Mechanism
Contract actions obligated by DHS between 2004 and 2010 were predominantly fixed-price
contracts, though there were some significant exceptions, as seen in the figure above. Fixedprice contracts jumped 81 percent in value between 2004 and 2005, claiming nearly 70
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percent of total DHS contract values during the latter year. Fixed price saw a 53 percent
decrease the following year in 2007 to $3.8 billion (from $6 billion in 2006), but over the
past three years they resumed an upward trend, with a modest annual growth rate of 4.6
percent. There was been no significant increase in fixed price DHS contracts since 2009,
despite 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.6
In the early years of DHS, cost-reimbursement mechanisms gained significantly in value,
increasing over three-fold between 2005 and 2006, from $1.5 billion to $4.7 billion, before
returning to previous levels in 2007. From 2007 forward, cost-reimbursement mechanisms
showed a fairly steady annual growth rate of 7 percent.
Spending on time-and-materials contracts experienced significant increases between 2005
and 2006 ($1 billion to $1.8 billion) and between 2007 and 2008 ($1.7 billion to $2.4
billion); since 2004, time-and-materials contracts have shown a 26.9 percent CAGR. 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 items7, 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 ―
unlabeled‖ 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 2008 where it
reached $1.5 billion (14 percent of DHS contract dollars that year), but all but disappeared in
2010. The sudden drop-offs in the combination, unlabeled, and ―
other‖ categories in 2010 are
likely responses to the Obama administration‘s guidance to firm up federal contracting
practices within government.
Competition
The single largest category of DHS contracts (between 27 and 46 percent) in nearly every
year of the 2004–2010 period was contract actions awarded after a competitive solicitation
that received multiple offers, as seen in the previous figure. In terms of contract dollars,
spending on such contracts increased a total of 8 percent during these years. The share of
contracts awarded after a competitive solicitation that received only a single offer accounted
for between 18 and31 percent of all DHS contract dollars over this seven-year period.
Contracts awarded without competition accounted for the smallest share, hovering around
$1-2 billion. The final category is the ―
unlabeled‖ category, which has shown a 16.5 percent

6

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-ofExecutive-Departments-and-Agencies-Subject-Government/.
7
The share of fixed price and cost plus contract line items in a combination contract is undeterminable in FPDS.
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CAGR during this seven-year timeframe, though the total dropped by 22 percent in 2010, to
$1.6 billion from $2.1 billion in 2009. 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 non-competed but had several
bidders).
As the figure above 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 dollars was awarded without competition. Thus, in the years 2005 to 2006, the value
of all contract actions awarded under no competition surged ahead of the value of most
competitively awarded contracts to claim 24 percent and 41 percent of all DHS contract
dollars, respectively. This was a marked increase from the 16 percent share they claimed in
2004. Meanwhile, the value of the ―
unlabeled‖ category nearly tripled between 2004 and
2005, and increased again by almost a quarter between 2005 and 2006, 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 ―
unlabeled‖ awards
remains higher than expected.
Top 10 Contractors
Services contract spending in 2010 demonstrated a shift away from post-Katrina and
personnel management. In 2010, the top 5 accounted for almost two-thirds of the top 10, and
held under 20 percent of the total DHS market. In 2004, the top 5 accounted for over 70
percent of the top 10, and held 30 percent of total DHS services obligations.
Market Share of Small, Medium and Large Contractors
Between 2004 and 2010, the total value of contract dollars obligated by DHS to small
contractors grew relatively faster than the amount obligated to medium or large contractors.
During this decade, small contractors increased their total value by 14.4 percent annually,
growing their relative market share from 22 percent to 30 percent (from $1.4 billion to $3.1
billion). Meanwhile, medium-sized contractors grew by a 9.9 percent CAGR, increasing
their relative share of the DHS contracting market by only 1 percent (from 28 percent to 29
percent) and growing in absolute terms from $2 billion to $3 billion. Dollars obligated by
DHS to large contractors from 2004 to 2010 grew at a 5.1 percent 6-year CAGR, growing
from $3 billion to $4 billion, although their relative market share declined from 50 percent to
40 percent.
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Figure 4-5. Services Contracting by the Department of State and USAID, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Department of State/USAID
Service Areas
Slightly more than half of all DoS/USAID contract dollars for services were obligated for
PAMS nearly every year over the past decade, growing at a 22.2 percent CAGR for the
period. The second largest area, FRS&C, also grew significantly at a 17.5 CAGR, although
its spend level fluctuated over the period. Although it constitutes a relatively small portion of
the DoS/USAID picture, R&D grew at a remarkable 34.2 percent CAGR over the past 10
years, more than doubling from $500 million in 2007 to $1.2 billion in 2010. The ICT area
had similarly strong growth (22 percent CAGR), although it claimed slightly less in total
dollars than R&D for most years. Meanwhile, ERS (16 percent CAGR) and medical services
(20.7 percent CAGR) were consistently minor contract expenditures for State/USAID despite
their strong growth rates.
Contract Vehicle
Department of State and USAID used a wide array of contract vehicles during the period
analyzed, with IDVs, particularly those awarded to multiple contractors, claiming the greatest
relative share in the later years. Multiple award IDCs increased at a startling 67.7 percent
CAGR over the decade, growing particularly strongly after 2003 when they became a
significant quantity on the DoS/USAID books. Single award IDCs picked up in recent years,
contributing to the category‘s 13.4 percent CAGR. Definitive contract actions experienced
strong growth (21.6 percent), although spending on them in absolute terms was relatively flat
over the past few years. FSS also grew considerably at 33.3 CAGR, while purchase orders
dwindled after a surge in 2003, resulting in a 2.3 percent CAGR.
Funding Mechanism
Throughout the past decade, Department of State and USAID increasingly used cost
reimbursement and time-and-materials contract funding mechanisms (CAGRS of 25.8
percent and 21.7 percent, respectively), while fixed price contracts grew more slowly (17.6
percent CAGR). By 2006, the combined values of cost reimbursement and time plus
materials contracts outweighed that of fixed price contracts. However, while cost
reimbursement contracts continued to grow from $1.2 billion in 2005 to $3.3 billion in 2010,
time and materials contracts remained at around $2 billion each year during that period.
Combination contracts briefly surged in 2008 and 2009 to around $1 billion each year, but
then quickly faded in 2010.
Competition
The market for Department of State and USAID contract actions was a very competitive
environment from 2000 to 2010, as the vast majority of their contract dollars were awarded
with some kind of competition during this time. Contract dollars awarded after receiving
multiple offers grew quickly (22.9 percent CAGR) and constituted well over half of
DoS/USAID contract dollars after 2006. Competed contracts with only a single offer
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increased much faster (43.3 percent CAGR) but their total value remained under $2 billion
for the period (until 2010, when it reached $2.4 billion). Contract dollars awarded without
competition grew at the slowest rate (15.3 percent CAGR), and their combined value hovered
between $1 billion and $2 billion. There was a disturbing rise in unlabeled contracts from
2005 to 2009 (6.5 percent CAGR for the whole 10-year period), but these appear to be
declining as of 2010.
Top 10 Contractors
The top 10 contractors for State/USAID were comprised mostly of private security firms for
U.S. staff and for development firms. The top 5 contractors accounted for two-thirds of the
overall top 10, down from almost 80 percent in 2000. The top 5 controlled less than 30
percent of the total State/USAID services market, unchanged from 2000.
Market Share of Small, Medium and Large Contractors
From 2000 to 2010, the value of contract actions awarded to medium-sized contractors grew
by a 23.7 percent CAGR, increasing from $900 million to $7.52 billion. This represented
53.5 percent of the State/USAID market in 2000 and 65 percent in 2010. The total amount of
State/USAID contracting dollars obligated to large contractors grew by a 20.2 10-year
CAGR during the same period, increasing from $400 million in 2000 to $2.4 billion in 2010
(although large contractors‘ relative share decreased from 23 percent to 21 percent during
this time). Small contractors increased their total share of State/USAID contracting dollars
by a 15 percent 10-year CAGR, increasing from $400 million to $1.6 billion and claiming 23
percent market share in 2000 and 14 percent in 2010.

58

Figure 4-6. Services Contracting by Health and Human Services, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

59

Health and Human Services
Service Areas
Most of HHS‘ contract dollars were obligated to PAMS (13 percent 10-year CAGR), ICT (9
percent CAGR) and R&D (10.1 percent CAGR) for the first half of the past decade, after
which spending on PAMS contracts started to far surpass that of other categories. FRS&C
(7.7 percent CAGR) remained a small fraction of the HHS budget until 2006/2007 when it
began consistently exceeding $1 billion. Medical services (2.5 percent 10-year CAGR) and
ERS (19.2 percent CAGR), meanwhile, remained fairly minor categories in light of total
HHS contract spending.
Contract Vehicle
In the past decade, most of HHS‘ contract actions were awarded through definitive contracts,
although there was some significant shift towards IDVs in the last couple years. Growth in
definitive contract vehicles remained relatively flat during the period (8.5 percent CAGR),
although these consistently made up more than half of HHS services contract spending. All
categories of IDVs remained flat until 2009, when those awarded to multiple actors doubled
year-on-year, along with those awarded to a single contractor, with FSS/other contracts
growing as well. For the 10-year period, multiple award IDCs increased at a CAGR of 44.2
percent, while single award IDCs grew at a 16.9 percent CAGR and FSS grew at a 28.8
percent CAGR. Purchase orders, meanwhile, actually decreased throughout the decade at a
negative CAGR of -9.9 percent.
Funding Mechanism
From 2000 to 2010, the vast majority of HHS contract actions were funded through cost
reimbursement mechanisms, with fixed price taking up nearly the entirety of the remainder.
While the former category did not grow quickly through most of the decade, it did accelerate
in the last few years of the period to yield a 8.2 percent CAGR. Fixed price contracts grew
more strongly (11.4 percent CAGR), if not to the same level as cost reimbursement contracts.
Time and materials contracts grew substantially (24.8 percent CAGR over the period),
although they never grew beyond $1.2 billion per year.
Competition
The HHS contracting market was highly competitive from 2000 to 2010, as nearly two-thirds
of all contract dollars were awarded after being competed. Most of these were awarded after
having received multiple offers, in a trend that accelerated particularly over the last two years
of the period analyzed (for a 9.4 percent 10-year CAGR). The number of contract dollars
awarded in competitions with only one offeror varied from year to year, but generally
increased (12.5 percent CAGR) over the period.
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Top 10 Contractors
The Top 10 contractors for HHS are mostly of these were information technology companies
and administration firms. The top 5 contractors accounted for almost two-thirds of the total
amount awarded to the top 10, but under 15 percent of the overall market. In 2000, the top 5
accounted for almost 80 percent of the top 10, and nearly 25 percent of the overall market.
Market Share of Small, Medium and Large Contractors
HHS awarded more of its services contracting dollars to small and medium-sized contractors
than to large firms in both 2000 and 2010. In 2000, HHS obligated $3.2 billion to mediumsized contractors (67 percent of its market value) and $1.1 billion (23 percent of market
value) to small contractors, compared to the $500 million it obligated to large contractors (11
percent of total HHS market value). In 2010, HHS obligated $7.2 billion in contract dollars
to medium-sized contractors (54 percent of total HHS market value) and $3.4 billion to small
contractors (25 percent of its market value), compared to the $2.8 billion obligated to large
contractors (21 percent of total market value). These changes represent an 8.3 percent 10year CAGR for medium-sized HHS contractors, an 11.9 percent 10-year CAGR for small
HHS contractors, and a 18.4 percent 10-year CAGR for large HHS contractors.
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Figure 4-7. Services Contracting by the General Services Administration, 2000-2010

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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General Services Administration
Service Areas
Between 2000 and 2010, most of GSA‘s yearly contract dollars for services went to
FRS/Construction and ICT. Spending on ICT actually declined significantly from 2003
onward (-4.7 percent 10-year CAGR overall) along with GSA‘s topline. Spending on
FRS/Construction remained relatively flat for most of the period (7.6 percent 10-year
CAGR), except for two significant spikes in 2002 and 2010; after the 2002 spike,
FRS/Construction spending remained significantly higher than pre-2002 levels for the rest of
the decade. Spending on PAMS declined over most of the decade, as well (4.9 percent 10year CAGR), but remained above the $1 billion mark and grew by 69 percent in 2010, to
$2.2 billion. The remaining spending categories constituted only a tiny portion of overall
GSA obligation, although their CAGRs are higher than all other spending categories
(medical services at 17.7 percent CAGR, ERS at 13.6 percent and R&D at 71.1 percent).
Contract Vehicle
For the majority of its annual contract dollars for services between 2000 and 2010, the GSA
utilized FSS. Spending through FSS (4.9 percent 10-year CAGR) followed the trend of GSA
overall spending during the decade, declining from $13.3 billion in 2003 to a low of $6.7
billion in 2009, then rising again in the last year. Definitive contracts saw some significant
growth in the last two years of the period (8.4 percent 10-year CAGR overall). There was
also a significant spending increase through definitive contracts from 2001 to 2002 (from
$1.9 billion to $6.4 billion), correlating with an increase in FRS/Construction spending (as
discussed above). Other forms of IDVs saw minor use during the period, with multiple
awards increasing by 14.3 percent CAGR and single awards decreasing with a negative -1.1
percent CAGR, and are only recently surpassing the $1 billion mark together. Purchase
orders saw a brief jump in 2002 from $600 million to $1.5 billion before declining quickly (6.2 percent CAGR).
Funding Mechanism
The vast majority of GSA contract dollars awarded between 2000 and 2010 were funded on a
fixed price basis. Spending in fixed price contracts followed GSA topline spending (3.5
percent 10-year CAGR) and comprised between 74 percent and 90 percent of yearly
spending on all service contract actions. Only time and materials contracts had some
significant growth and spending levels (10.3 percent CAGR), while cost reimbursement
contracts remained unpopular (2.8 percent CAGR) and never amounted to more than $1
billion for any year.
Competition
When the type of competition can be identified, most GSA contract dollars were awarded on
a competitive basis during the period 2000 to 2010. Of these, the overwhelming majority
were awarded after multiple offers were received, although this category did not see any
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growth from the beginning of the period to the end. The combined value of contract actions
awarded following a single offer increased substantially (22.5 percent CAGR), although most
of its growth occurred in the latter years of the decade and then only increased the total
spending for the category to $2 billion. The amount of dollars awarded without competition
also increased slightly (3.4 percent CAGR), although never reached much further than $2
billion. There was a troubling increase in spending on contracts on which the competition
type was not identified between 2000 and 2005 (rising from $300 million to $3.6 billion and
holding an overall 23.6 percent 10-year CAGR), and despite recent decreases, it remained
quite high at the end of the period at $2.7 billion.
Top 10 Contractors
The composition of the GSA contractor base at the Top 10 tier in 2010 was varied, with
information technology firms, construction companies and consulting firms all represented.
The Top 5 contractors for GSA accounted for over 60 percent of all contract dollars awarded
by GSA to the Top 10 overall, but just over 10 percent of the overall market. In 2000, the top
5 accounted for over 70 percent of the top 10, and nearly 20 percent of the overall market.
Market Share of Small, Medium and Large Contractors
GSA awarded the largest share of its contracting dollars in 2000 and 2010 to medium-sized
and small contractors. Medium-sized contractors as a whole grew their share of the market at
a 6.0 percent CAGR from $4.2 billion to $7.5 billion during the period (from 41 percent of
the market in 2000 to 49 percent in 2010). Meanwhile, small contractors grew their share of
GSA contract dollars at a 2.1 percent 10-year CAGR, growing from $4 billion to $5 billion
between 2000 and 2010 (39 percent of the market and 32 percent of the market in 2000 and
2010, respectively). Dollars obligated by GSA to large contractors grew in total value by a
3.7 percent 10-year CAGR during the same period, growing from $2.1 billion in 2000 to $3
billion in 2010 (declining from 20 percent of the market share in 2000 to 19 percent in 2010).
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Table 4.1. Top 20 Federal Services Contractors, by Government Customer, 2000 (dollars, millions)
Contractor
1
2
3
4
5
Subtotal for
Top 5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
Total for Top
20
Total for all
industry

Defense

Lockheed Martin
University Of California
Boeing
Raytheon
Bechtel

Energy

GSA

60

NASA

HHS

7,470
0
4,560
2,930
820

2,170
7,830
0
20
2,570

15,780
TRW
2,050
SAIC
1,500
Northrop Grumman
1,710
Computer Sciences Corp.
1,420
General Dynamics
1,680
Washington Savannah River Company* Fluor
10
University of Chicago
0
Dyncorp International
590
Electronic Data Systems
220
Halliburton
740
Booz Allen Hamilton
500
AT&T
340
Kaiser Hill*
Battelle
200

12,590
230
40
0
1,660
1,460
1,220
160
0
20
820
470

80
250
80
200
0
40
500
100
480
0

1,150
140
50
20
60
0
40
10
10
0
10

10
0
160
0
30
0
10
30
30
40
0
50

0
10
-

490
10
260
370
10

State
and
USAID

0
0
0
0

-

Other
Agencies

DHS

Total

-

250
0
0
300
0

10,450
7,840
4,820
3,640
3,400

100
90
20
0
-

-

550
590
170
120
150
90
10
0
50
200
0
160
0
40

30,150
3,020
2,180
1,930
1,860
1,770
1,660
1,480
1,220
990
940
860
850
830
820
760

-

2,130

51,310

21,720

159,350

0
-

-

0
0
10
0
0

-

26,740

18,670

1,710

1,480

360

220

-

90,150

25,110

10,310

5,480

4,870

1,680

0

* Joint Venture
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

Table 4.2. Top 20 Federal Services Contractors, by Government Customer, 2010 (dollars, millions)
Contractor
1
2
3
4
5
Subtotal for
Top 5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
Total for Top
20
Total for all
industry

Defense

Energy

GSA

NASA

HHS

State
and
USAID

DHS

Other
Agencies

Total

Lockheed Martin
Northrop Grumman
Boeing
Raytheon
SAIC

12,820
9,750
6,320
5,860
3,910

2,370
0
0
10
30

200
220
0
10
370

1,720
310
1,090
30
310

270
200
0
0
610

210
70
0
0
10

320
130
220
140
280

1,500
340
10
320
290

19,400
11,030
7,650
6,370
5,800

General Dynamics
L3 Communications
Computer Sciences Corp.
Booz Allen Hamilton
KBR
Health Net
Humana
Bechtel
Dyncorp International
BAE Systems
TriWest Healthcare
URS
CACI
Battelle
Los Alamos National Security*

38,660
3,960
3,960
2,910
2,490
3,570
2,990
3,240
1,270
2,150
2,460
2,720
1,600
2,340
390
-

2,420
20
10
0
40
1,850
600
0
1,760
2,200

790
120
80
70
110
0
270
90
50
10
-

3,460
40
50
240
30
0
0
0
140
0
0
-

1,080
10
10
60
150
0
0
0
0
0
90
-

300
0
110
100
50
20
0
780
0
10
20
-

1,090
290
50
380
250
0
60
40
40
20
-

2,460
160
220
590
730
260
0
30
100
100
70
20
-

50,260
4,600
4,490
4,350
3,850
3,580
3,260
3,240
3,100
2,960
2,900
2,720
2,590
2,520
2,290
2,200

-

74,710

8,910

1,590

3,970

1,410

1,390

2,210

4,750

98,930

-

198,450

25,280

15,440

14,760

13,400

11,550

10,360

43,650

332,880

* Joint Venture
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.
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Top 20 Contractors by government customer – Table 4.1 and Table 4.2
In the past decade, some of the top services contractors have diversified their base of
government contractors. The largest services contractor, Lockheed Martin, more than tripled
its work with GSA and NASA, and grew its business with HHS, State and USAID to
hundreds of millions of dollars worth of service contracts per year. This change was not
limited to the customers analyzed in this report, as Lockheed Martin‘s service contracts with
the rest of the government increased six fold. Similarly, Northrop Grumman grew the volume
of its service business with GSA, NASA, HHS, State and USAID by hundreds of millions.
This trend may be a deliberate strategy on the part of a few top contractors rather than a
services industry-wide shift. When setting aside the creation of DHS (which did not exist in
2000), much of the rest of the list appears stable. Raytheon, Boeing, and Bechtel all appear to
be concentrating on their traditional customers. Similarly, while SAIC does contract with a
multitude of agencies, this is not a substantial change from their business model in 2000.
Among the top 20, DHS draws primarily from defense contractors, although the rankings
differ: Computer Sciences Corp. and Booz Allen Hamilton have both moved up on the list in
part because of their each receiving more than half a billion dollars in contract actions from
the new department.
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Chapter 5: Policy Implications
In the past 10 years, the federal government has increasingly relied on the private sector for
the provision of services. Since 2003, federal spending on services has consistently
represented about 25 percent of the total federal discretionary budget, reaching a record high
(in dollar terms) in 2009 at $343 billion. Every area of services analyzed in this report
exhibited mid-single-digit compound annual growth during the past decade.
Last year, CSIS predicted that this trend was likely coming to an end with new
government initiatives attempting to reverse part of the outsourcing tendencies of the past
decade. This prediction has been borne out, with the overall federal services market
contracting by 2.6 percent between 2009 and 2010 and declining budgets in the R&D, ERS,
FRS&C, and MED categories (see Chapter 2). Discerning the relative influence of insourcing
and other efforts to rein in contractor spending, and what part is due to the general budgetary
climate and the effects of operating under multiple Continuing Resolutions, is beyond the
scope of this work. However, the continued growth in the PAMS and ICT categories suggests
that while the government‘s appetite for services contracting has recently been reduced, it
remains hungry.
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Figure 5-1. Federal Services Spending in Context, 2000-2010
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Service Contracts as a percent of Federal
Outlays

Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group.

The substantial growth in government spending on service contracts raises important
public policy issues. Legitimate questions of limits, incentives, fairness, value received, and
appropriateness of regulatory frameworks have been articulated for years. Overzealous
regulation, especially in times of economic recession and deficit balancing, may drive away
precisely those innovative and efficient firms that the federal government is seeking to
attract. Lack of proper oversight risks the loss of trust by the American public in private
contracting as a viable means of executing federal responsibilities. Because the allocation of
contracts in the federal system occurs within both a political and an industrial context, care
must be taken not to sacrifice long-term capabilities for short-term benefits.
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The current U.S. administration has started to reshape the political-legal framework for
service contracting by issuing new guidance and setting new priorities. These revisions, in
concert with growing budgetary pressures, create a series of questions about the future of
services contracting.
How can the government improve its evaluation sourcing decisions? Previous
versions of this report called on the government to provide not only a framework for
distinguishing between those functions that are ―
inherently governmental‖ and those that are
not, but also put forward a mechanism for comparing the costs of government employees and
private contractors. In September 2010, the Office of Federal Procurement Policy addressed
the former by presenting a framework for sourcing decisions based on four categories of
work: inherently governmental, closely associated, critical, and commercial. However, this
framework does not include procedures to assess the cost effectiveness of employing
government employees or contractors for any given function .This is an important element
that deserves greater government attention; even if the government judges that work must be
performed in-house, it must understand the full costs of doing so.
Earlier this year, CSIS released a report titled ―
Department of Defense Workforce Cost
Realism Assessment.‖ In it, CSIS proposed the most comprehensive methodology to date for
calculating the fully burdened cost of in-house federal government performance. Such an
analytical framework would enable government agencies to determine the complete and
accurate budgetary implications of their sourcing decisions in a manner that is repeatable,
verifiable, and data-driven. Unfortunately, this methodology has not been adopted, leaving in
place a hodgepodge of incomplete cost-estimation methodologies, exemplified by the
Defense Department‘s flawed Directive-Type Memorandum (DTM) 09–007, whose
application as a costing methodology has been mandated by the NDAA for FY2011 for all
cost based sourcing decisions.8 These deficient methodologies promote the use of incomplete
data, which undercuts the quantitative basis for sourcing decisions. Further, even if
insourcing is required or justified for sound policy reasons (such as rebuilding the DoD
acquisition workforce), DoD still needs to know the cost impact of these actions.
Related questions about the necessity of insourcing abound. The Department of Defense
was at the forefront of this effort, most clearly evidenced by Defense Secretary Robert Gates‘
plan to replace 30,000 contractors with DoD civilian employees between 2010 and 2015.9
Assuming that federal employees would be significantly less costly than contractors, DoD
expected budgetary savings equal to 40 percent of the cost of the contractors being replaced;
later DoD statements would claim savings of 25 percent, and eventually Secretary Gates
announced a de-emphasis on insourcing, acknowledging that the anticipated savings had not

8

Ike Skelton National Defense Authorization Act for Fiscal Year 2011, H.R. 6523, 111th Congress (2010),
Section 323.
9
Gates, Robert M., Defense Budget Recommendation Statement, as prepared for delivery, Arlington VA, April
06, 2009.
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materialized.10 Army Secretary John McHugh went a step further by requiring that all
insourcing decisions be approved through his office.11 Civilian agencies also attempted to
insource functions employing skills deemed ―
critical‖.
Will growing pressure to reduce federal spending affect services contracting?
Answering this question requires an evaluation of where significant budget cuts will be
made. While the scope of these cuts has yet to be determined by the Deficit ―
SuperCommittee‖, preliminary estimates indicate that the services industry might be considerably
affected.
The Department of Defense, the largest government entity by value of total service
contracts, has already conceded that the decade of substantial budget growth is coming to an
end. On June 28, 2010, Dr. Ashton Carter, then Undersecretary of Defense for Acquisition,
Technology and Logistics, issued the Memorandum on Better Buying Power: Mandate for
Restoring Affordability and Productivity in Defense Spending, marking the latest initiative to
improve efficiency in the acquisition business. Specifically regarding services contracting,
the Memorandum encourages applying more appropriate contract vehicles for services
acquisition.12
One area that is still expected to experience growth, however, is the expansion of DoD‘s
in-house contracting and acquisition corps.13 The insourcing of functions, higher oversight
scrutiny, as well as the declining requirement for support services in contingency operations
are likely to have a limiting effect on spending for services contracting.
In service contracts, is competition always beneficial to the government? As In
general, competition incentivizes suppliers to reduce costs and increase quality and can be an
extremely effective tool for government to manage an industrial base. Sometimes, however,
other tools are a better fit for the job at hand. In the services industrial base, situations arise
where running repeated competitions for specialized services – where very limited numbers
of qualified suppliers exist – may cost the government more money that it saves. A possible
warning sign of this phenomenon is that the 10 year CAGR for competition with multiple
offers (8 percent) is almost half the CAGR for competition with only a single offer (15
percent). This trend has been less pronounced in the last five years, although the growth rate
for single offer competition (8.2 percent) still outpaces the growth in multiple offer
competition (6.7 percent). In these cases, government will have to develop alternative
strategies and models to achieve cost savings and to ensure quality standards in a non-

10

Secretary of Defense Robert Gates as quoted in Priest, Dana and William M. Arkin, ―
National Security Inc.‖,
Washington Post, July 20, 2010.
11
John McHugh, ―Res
ervation of In-Sourcing Approval Authority‖ February 1, 2011.
12
Carter (2010) Better Buying Power: Mandate for Restoring Affordability and Productivity in Defense
Spending, Appendix slides.
13
Gates (2010), Eisenhower Library (Defense Spending), Remarks as Delivered by Secretary of Defense Robert
M. Gates, Abilene, KS, May 08, 2010.
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competitive environment.
The small business set aside program, by which federal agencies dedicate a fraction of
their contract dollars to acquisitions from small businesses for the purposes of maintaining a
broad supply base and supporting fledgling providers, appears to be working. In every
service area, and particularly those in which small businesses constitute a low proportion of
the contractor base, the number of small contactors has been increasing or holding at a steady
level for several years.
What are the trends shaping the structure of the services industrial base? Two
related but different trends shape the services industrial base today. The first trend is
government promotion of small, disadvantaged, and disabled-veterans businesses. Since
1997, the Small Business Administration has had a goal of awarding 23 percent of
government contracts to small businesses. In 2010, 22.7 percent of government contracts
were awarded to small businesses, and in 2009 it was 21.9 percent.14 The effect of this over
the last 10 years has been to direct 19-21 percent of government service contracts to these
businesses (see Figure 2-10). (There is anecdotal evidence, however, of some negative side
effects – such as companies that never graduate from their protected status, or those that do
and then struggle to compete with larger, more established companies – that are worth further
study.) The second trend is the significant growth of companies with annual revenue greater
than $3 billion. While some of this growth is internal, a significant share is through mergers
and acquisitions of smaller companies; in 2010, small companies represented 75 percent of
government services acquisitions.15 This has resulted in large companies holding a growing
share of the federal services market (see Figure 2-10).
As a result of these two trends, a viable cadre of mid-tier companies is being squeezed
out of the federal services market. This trend reached its nadir in 2007 but has receded in
subsequent years. Though the 38 percent market share for mid-tier contractors in 2010 is the
highest value since 2004, it has yet to return to the 40 percent plus share of the start of the
decade.
The above-mentioned trends have raised awareness among policymakers regarding the
need for a better understanding of the services industrial base. For example, the 2011
―
Annual Industrial Capabilities Report to Congress‖ published by DoD noted: ―
…[S]ervices
are as essential as weapons systems to mission accomplishment, and we are taking a number
of steps to better understand and manage this part of the Department‘s spend … As we
improve our approach to services procurement, we will be attentive to its industry
foundation.‖16 In addition, certain elements of the legislative branch are attempting to reverse
the mid-tier squeeze. For example, the Small Business Growth Act (H.R. 1812), introduced

14

Small Business Administration, “News Release: 2010 Small Business Procurement Data Shows Significant
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in March 2011, proposed a program that would allow agencies to set aside contracts for midsize companies if those companies are mentors to small businesses and have fewer than
1,500 employees. Other legislation proposes new set-asides to support companies that
recently graduated from small business status as they step into an environment of full
competition with much larger companies. The question, however, remains whether these
efforts can truly mitigate the mid-tier squeeze or whether they will merely elevate its lower
boundary.
Will revisions of organizational conflicts of interest (OCI) rules affect the structure
of the services industrial base? As a result of substantial growth in the number of mergers
and acquisitions in the services sector (since 2001, the transaction volume of M&A deals in
the services sector has doubled), the government has grown increasingly concerned about the
potential for OCI. Such conflicts arise when employees of the acquired firm assume
oversight responsibilities over a sister firm as a result of a preexisting federal contract. As a
by-product of this activity, several scientific engineering and technical assistance (SETA)
contractors were absorbed by larger firms, sometimes supervising their parent or sister
companies for the federal government. Efforts are currently underway to limit OCI in
contracting.
On the Congressional side, the 2009 National Defense Authorization Act required the
development of a new policy to prevent personal and conflict of interest for employees on
federal government contracts and a review and potential revision of the Federal Acquisition
Regulation (FAR) relating to personal and organizational conflicts of interest. In addition, the
2009 Weapon Systems Acquisition Reform Act required a revision of the Defense Federal
Acquisition Regulation Supplement to provide uniform guidance and tighten existing
requirements for OCI by contractors for Major Defense Acquisition Programs.17
In response, the Department of Defense released a proposed rule on OCI for all defense
contracts on April 20, 2010.18 On December 29, 2010, DoD issued a final update to the FAR,
laying out their vision for addressing the OCI issue. The policy calls for strict disclosure of
potential OCIs by contractors, and for government contracting officers to work with private
contractors to develop mitigation strategies (or seek waivers, where applicable) to address
potential areas of risk. There is still considerable uncertainty as to how these policies will be
implemented. One indicator to watch is a spate of recent Federal Circuit rulings that have
rebuked the GAO over OCI-related protest decisions; specifically, the court has called for
greater deference to be given to contracting officer judgment in accepting OCI mitigation
plans in the absence of hard facts showing the OCI issue would materially affect the
acquisition decision.19
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The defense industry reacted to government concerns over OCI through anticipatory
divesture. Northrop Grumman, for instance, sold TASC, a key piece of its SETA business, in
November 2009 in anticipation of the tightened OCI rules.20 Further divesture activities in
proactive response to the OCI rules followed in 2010, with Lockheed Martin selling most of
its Pacific Architects and Engineers and the Enterprise Integration Group subsidiaries.21 It
remains to be seen whether this divestiture trend will continue or whether industry and will
seek other means to address the OCI issue.
What steps have been taken to create separate regulations to govern services
contracting? The current federal acquisition regulations were developed over the past 25
years with a bias toward the acquisition of material goods and weapons. However, the
contracting of services differs significantly from acquiring goods and products. Materiel can
be specified, developed, tested, and accepted over a period of time. Services, by contrast, fill
more immediate needs and though they may extend over many years, their provision often
commences upon contract signature. In addition, the performance of service contracts is more
complicated to evaluate. This in turn makes the formulation of requirements, the
establishment of effective evaluation metrics, performance-based outcomes, and the
assessment of contractor performance more challenging.22 The differences between the
acquisition of services and products have prompted consideration of if and how to modify
existing regulations.
Defense acquisition leads the way in this regard. For instance, the Implementing
Management for Performance and Related Reforms to Obtain Value in Every (IMPROVE)
Acquisition Act of 2010, contains provisions that differentiate between services and products
contracting. Section 104 requires the Secretary of Defense to ensure that each military
department establishes a process for identifying, assessing, and approving requirements for
the acquisition of services.23 Section 107 directs revisions to the FAR to expand the
references to service contracts to support the procurement and project management
community in all aspects of the acquisition process for services.24
Section 802 of the National Defense Authorization Act for Fiscal Year 2010 directed the
Defense Science Board to charter an assessment of the Defense Department‘s efforts to
improve its oversight of services contracting.25 The report, published in March 2011,
highlights the fact that there is no ―
one size fits all‖ solution for services contracting. It
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recommends new policies and processes for services contracting, designating senior positions
in each service to ensure the new policies and processes are implemented and improved,
strengthening the services acquisition workforce, and establishing separate policies and
processes for overseeing contingency contracting.26
In addition, DoD‘s aforementioned Better Buying Power initiative recognizes that DoD‘s
practices for services acquisition are not as mature as those for products, and improving the
quality of services acquisition tradecraft is identified as one of five major priorities for the
department going forward.27 It remains to be seen how far these DoD efforts will proceed and
to what extent they will spill over into other parts of the federal government.
How are existing regulations and guidance on services contracting implemented?
The Government Accountability Office (GAO) has thoroughly scrutinized the practice of
government service contracting, with a particular focus on DoD.28 For some of these issues,
DoD has started to provide guidance, yet in many instances this guidance has been only
partially implemented.
Deficiencies in the practice of services contracting have also been acknowledged by
lawmakers and the executive branch. In the past decade, legislators enacted numerous
provisions, predominantly in the defense sector, to mitigate some of the perceived shortfalls
in services contracting. Section 801 of the National Defense Authorization Act for Fiscal
Year 2002, for instance, required more effective management structures to improve oversight
for service contracts.29 Section 802 introduced measurements such as performance-based
service contracting, appropriate competition for task orders, and better program review and
spending analyses as essential tools to promote concrete savings for service contracts. 30
Section 812 of the National Defense Authorization Act for Fiscal Year 2006 required DoD to
implement a revised management structure for contract services. This new structure should
reinforce the requirement that contract services are procured by means that are in the best
interests of DoD, and that competitive procedures and performance-based contracting are
used to the maximum extent practicable.31
Section 807 of the National Defense Authorization Act for Fiscal Year 2008 required
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DoD to submit an annual report on the inventory and characteristics of service contracts.32
Section 808 of the same act called for guidance to provide independent management reviews
to obtain better information on contract performance, contract oversight, and the role played
by different contract features, such as contract type or level of competition.33
In response, DoD has issued a considerable amount of guidance to improve services
contracting. In 2000 the Congress revised the FAR to establish performance-based
contracting methods as the preferred standard for service contracts.34 In response to the
requirements of sections 801 and 802 of the National Defense Authorization Act for Fiscal
Year 2002 DoD introduced a new service acquisition management structure.35 Following the
National Defense Authorization Act for Fiscal Year 2006, DoD further revised its policies on
management of service contracts.36 In 2008 DoD‘s Defense Procurement and Acquisition
Policy (DPAP) office issued a policy memorandum to establish a peer review process for
supplies and service contracts. They followed this with a 2009 memorandum on review
criteria for the acquisition of services.37 Both were in response to section 808 of the National
Defense Authorization Act for Fiscal Year 2008. Key objectives of the guidance were to
improve the quality of services contracting, to establish best practices and facilitate crossdepartmental lessons learned processes, to increase consistency of the application of policies
throughout DoD, to create clear and well-defined requirements, to ensure appropriate
acquisition strategies, and to put mechanisms in place for proper contractor performance
oversight. The creation of the peer review process was subsequently also included in DoD
Instruction 5000.02 Operation of the Defense Acquisition System.38
In addition, then DPAP director Shay Assad issued on August 20, 2010 a memorandum
that designated organizational changes to improve management and oversight of the
acquisition of services, as well as processes and procedures implemented to develop and
track measures of success as the focal points of the 2010 DoD‘s annual review of acquisition
of services policy and oversight.39 The previous year‘s review primarily discussed the
measures and metrics applied to ensure proper policy implementation, as well as the level of
engagement of the workforce in the acquisition review process.
These efforts to improve services contracting have been further supported by a series of
memoranda the Office of Management and Budget (OMB) – and its Office for Federal
Procurement Policy (OFPP) in particular – released in the second half of 2009. The
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memoranda most directly relevant to services contracting focused on improving the use of
contractor performance information, increasing competition and structuring contracts for best
results acquisition, and better managing the multi-sector workforce.
An issue that has more recently captured the limelight is service contracts for operations
in Iraq and Afghanistan. Services account for well over sixty percent of the value of federal
contracts performed in those two countries and their theaters.40 GAO has scrutinized
inadequacies of some of the practices employed for service contracts in support of operations
in these theaters.41 Yet, at the same time, DoD is developing and refining guidance for this
emerging field of services contracting. For instance, it finalized in 2008 the Joint Publication
4-10 Operational Contract Support or it has been revising DoD Instruction 3020.41 Program
Management for the Preparation and Execution of Acquisitions for Contingency
Operations.42
What are the key data challenges for analyzing the federal services industrial base?
For anyone seeking to oversee or improve government contracting, the primary challenge is
the inaccessibility of crucial data about past and present service contracts. The OFPP requires
the government to collect four categories of contract performance data: cost, schedule,
technical performance, and business relations. Performance records should specifically
address performance in these four areas using a five-point rating scale.43 None of these data
are contained in the publicly-accessible Federal Procurement Database System (FPDS).
Instead, the government catalogues this data in the separate but restricted Past Performance
Information Retrieval System (PPIRS).44 The government justifies limiting PPIRS to federal
acquisition officials making source selection decisions and to contractors reviewing their
own records. The result of withholding this data from the public is that accounts of services
contracting shortcomings tend to be anecdotal, dramatic, and largely unverifiable. Making
the data in the PPIRS available via FPDS would allow correlating contract attributes with
performance scores for the vast majority of contracts. Future research would be greatly
enhanced if this crucial data currently stored in PPIRS were made available to the public
either by expanding access to PPIRS or by incorporated this data into FPDS.

40

Sanders, Gregory. ―
Contracting for Operations in Iraq and Afghanistan‖, Center for Strategic and
International Studies, November 05, 2009.
41
Government Accountability Office (2010), Contingency Contracting: Improvements Needed in Management
of Contractors Supporting Contract and Grant Administration in Iraq and Afghanistan;
Government Accountability Office (2008), Military Operations: DoD Needs to Address Contract Oversight and
Quality Assurance Issues for Contracts Used to Support Contingency Operations;
Government Accountability Office (2008), Defense Management: DoD Needs to Reexamine Its Extensive
Reliance on Contractors and Continue to Improve Management and Oversight;
Government Accountability Office (2008), Contract Management: DoD Developed Draft Guidance for
Operational Contract Support but Has Not Met All Legislative Requirements
42
U.S. Joint Chiefs of Staff (2008), Joint Publication 4-10 Operational Contract Support;
Department of Defense (2009), DoD Instruction 3020.41 Program Management for the Preparation and
Execution of Acquisitions for Contingency Operations
43
GAO (2007) Federal Contracting: Use of Contractor Performance Information
44
The database is located at http://www.ppirs.gov/ but only available to authorized users.

75

A second alternative is the Federal Awardee Performance and Integrity Information
System (FAPIIS) which became publicly available in April 2011. Originally created in 2008
as an internal government tool to check potential contract awardees for past infractions, such
as criminal convictions, fines and defaulted contracts, FAPIIS consolidates reports on the
behavior and performance of contractors across agencies. With the passage of the most recent
supplemental war funding bill, President Obama granted public access to nearly all FAPIIS
data, but past performance reviews are still notably excluded.45 Its main limitation to date is
that the public release was not retroactive and only eight of the 300 records now available
were for the study period of this document, precluding detailed analysis in this report.
Data reliability has long been a problem for FPDS: nearly $11 billion dollars of service
contracts are missing information on the extent of competition or the contract funding
mechanism. These gaps frustrate efforts to understand the service acquisition process and the
impacts of attempts to reform it. The good news is that in the aggregate, the share of contract
dollars with missing or contradictory data on competition and/or funding mechanism has
dropped dramatically. While DoD provided the most information to correct these entries,
non-DoD agencies provided a large portion of this data as well. Today‘s more complete
FPDS reflects the fact that this is government-wide data integrity drive.
The previous version of this report raised concerns that the use of the ―
combined‖
funding mechanism category obscures data on the use of different funding mechanisms. Over
the last year, we observed an 80 percent reduction in the use of the combined funding
mechanism. Those involved are to be congratulated as this improvement in labeling enables
greater transparency and accountability.
However, the news is not all good. GSA and NASA both experienced notable increases
in missing or contradictory classification of competition. This trend is partially explained by
an increase in service contract spending, but other parts of the government increased
spending while preserving the integrity and completeness of their reporting data. Table 4-1
below details the performance of the key federal entities in supplying competition and
funding mechanism data in their FPDS reporting.
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Table 5.1. Departments and Agencies Missing Competition/Funding Mechanism Labels for Federal
Services, by Value, 2010

Department or Agency
Defense
Change since 2009
Energy
Change since 2009

Total Department
Spending

Missing or Erroneous Label in Key Columns
Partial Label in Key Columns
Sub-total
Not Competed
(Not-Additive
for Unlabeled
Funding
Combined
Competition
due to overlap)
Reason
Mechanism
Funding Scheme

198,450

700 (0%)

190 (0%)

890 (0%)

-13,970

-1,540

-1,730

-3,320

25,280

-5,260
15,440

GSA
Change since 2009
NASA
Change since 2009
Change since 2009
State and USAID
Change since 2009
Change since 2009
Other Agencies
Change since 2009

1,080

750
11,550

(810)
-820
43,650

4,610
332,880

Total
Change since 2009

2,700 (18%)
830 (6%)

800

-10,310

20 (0%)

0

4,370

10,360

DHS

-70

14,760
13,400

HHS

1,130 (4%)

60 (0%)

0

560

50 (0%)

0

830 (6%)

130

240 (2%)

-130

810 (7%)

-540

230 (2%)

-120

1,620 (16%)

-450

640 (6%)

-760

2,610 (6%)

-4,540

640 (1%)

-800

11,230 (3%)

-5,370

2,080 (1%)

-3,600

1,130 (4%)

-70
2,710 (18%)

1,070
840 (6%)

550
860 (6%)

50
870 (7%)

-540
1,640 (16%)

-600
2,760 (6%)

-4,650
11,700 (4%)

-7,500

210 (0%)

-370
110 (0%)

0
80 (1%)

10
430 (3%)

-120
540 (4%)

-160
200 (2%)

4,780 (2%)

-24,870
80 (0%)

-50
150 (1%)

-80
40 (0%)

0
70 (0%)

-80
260 (2%)

-650

-800

80 (1%)

60 (1%)

-90
450 (1%)

-420
2,090 (1%)

-1,850

-320
500 (1%)

-1,280
5,930 (2%)

-27,490

Disclaimer: This table was updated to correct the sub-total column which previously included only competition.
Source: Federal Procurement Data System; analysis by CSIS Defense-Industrial Initiatives Group
Note: For the field ‗Missing or Erroneous Label in Key Columns‘, information can be missing for both the
competition and funding mechanism categories. As a result of this double counting, the sub-total column is
typically less than the sum of the competition and funding mechanism. However, in the case of the Department
of Defense, the Change since 2009 is greater than either column due to the double counting of a deobligation.

How can data retrieval from FPDS be improved? While the laudable ―
Ad Hoc‖ search
function on the FPDS website is a significant and highly customizable tool for those
interested in federal contracting, it suffers from multiple shortfalls. The most notable is that
queries are limited to returning 10,000 rows of data. This is an improvement over the
previous maximum of 5,000 rows, but the limitation still complicates efforts to aggregate by
contracts or contractors, given that the number of unique entities for both categories well
exceeds hundreds of thousands.
One solution is to expand the existing tools that allow querying one contract or contractor
at a time. A more practical solution is already employed by the data feeds page at the USA
Spending website46; it allow users to queue up larger ad hoc queries that would not return
immediate results but would instead run during off peak hours. Such a system would also
help with complex queries that regularly time out on the site. Based on the feedback from
past versions of this report, aggregation by contract or contractor is of great interest to those
studying or working with federal contracts, and providing additional tools to study these
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issues would enhance the value of FPDS.gov for researchers and taxpayers alike.
How could FPDS data be better integrated with overall analysis of the federal
budget? Lastly, in this era of budget austerity and debates about spending levels, it is worth
considering the integration of FPDS data with broader data on the federal budget. Currently,
detailed budget analysis using FPDS data is made unnecessarily difficult – and at times
impossible – by the absence of information tying a contract action back to a treasury account.
In 2010, the program source account field was left empty for over half of the service contract
actions by value, with the biggest offenders of those agencies analyzed in this report being
DoD obligations (77 percent left empty by), DHS (35 percent left empty), and State and
USAID (23 percent left empty). Ensuring that the program source account field is
consistently and correctly filled in would open FPDS to a much wider array of uses and help
those within government and without to better understand how federal resources are being
allocated.
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Appendix A: FPDS Services Categories
A
B
C
D
E
F
G

Research and development
Special studies and analyses (not research and development)
Architect and engineering services—construction
Automatic data processing and telecommunication services
Purchase of structures and facilities
Natural resources management
Social services

H
J
K
L
M
N
P
Q
R
S

Quality control, testing, and inspection services
Maintenance, repair, and rebuilding of equipment
Modification of equipment
Technical representative services
Operation of government-owned facility
Installation of equipment
Salvage services
Medical services
Professional, administrative, and management support services
Utilities and housekeeping services

T
U
V
W
X
Y
Z

Photographic, mapping, printing, and publication services
Education and training services
Transportation, travel, and relocation services
Lease or rental of equipment
Lease or rental of facilities
Construction of structures and facilities
Maintenance, repair, or alteration of real property
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