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1. Introduction & Methodology 
 

This report examines trends in contracting by the Department of Homeland Security (DHS) and the 
contractor base that supports it. It takes an in-depth look at contracts for products, services, and research 
and development (R&D) in DHS as a whole and in six of its key components: Customs and Border 
Protection (CBP), the U.S. Coast Guard (USCG), the Transportation Security Administration (TSA), the 
Office of Procurement Operations (OPO),1 the Federal Emergency Management Agency (FEMA), and 
Immigrations and Customs Enforcement (ICE).2 

Although DHS was enacted by law in 2002 and created as a separate entity in 2003, this report 
only covers the period 2004 to 2011 because 2004 was the first full fiscal year of DHS operations. 
Starting in 2004, contract data therefore cover all key components and reflect the full list of homeland 
security missions. All years in this report are fiscal years. 

This report uses the Federal Procurement Data System (FPDS) as its primary source of data. 
FPDS is the government database into which most departments and agencies are required to report all 
contracts worth $2,500 or more. All dollar amounts in this report are obligated dollars as reported in 
FPDS and, except where noted, are in 2011 constant dollars. However, FPDS data have five notable 
restrictions that are relevant to the analysis presented in this report. First, contracts awarded as part of 
supplemental packages are not separately classified in FPDS or this report. As a result, this report does 
not distinguish between contracts funded by the DHS base budget and those funded by supplemental 
appropriations. Secondly, the analysis only covers contracts that are contracted through DHS but not 
those funded by DHS but contracted through other agencies. Third, FPDS focuses on prime contracts, as 
recently released subcontract data is incomplete and only available for the recent past. Therefore, only 
prime contract data are included in this report. Fourth, reporting regulations only require that unclassified 
contracts be included in FPDS, and this report therefore includes no data on classified contracts. Finally, 
it should be noted that classifications of contracts differs between FPDS and individual companies. For 
example, some contracts that a company may consider as services are labeled as products in FPDS, and 
vice versa. This may cause some discrepancies between companies’ reports and government reports. 

The majority of DHS contract obligations are for service contracts. To better analyze these 
contracts, CSIS grouped the hundreds of government service codes (each representing a specific type of 
service) into five broad areas. These areas are presented here with their respective FPDS product/service 
codes (PSCs):3 

 Equipment-related services (ERS)—Elements of service codes J, K, N, P, V, and W. 
 Facility-related services & construction (FRS&C) services—All of service codes E, F, M, S, 

X, Y, and Z, and elements of service code P. 
 Information and communications technology (ICT) services—All of service codes D, H, and 

L, and elements of service codes J, K, N and W. 
 Medical services—All of service codes G and Q. 
 Professional, administrative, management services (PAMS)—All of service codes B, C, R, T, 

and U, and elements of service codes A, H, and V. 

                                                           
1 As of fiscal year 2011, the DHS-wide procurement-related functions in FPDS that had previously been categorized 
under the Office of the Secretary (OSEC) are now classified under the Office of Procurement Operations (OPO). 
2 These key components align closely with the eight department’s heads of contracting activity (HCAs), which are 
CBP, ICE, FEMA, TSA, USCG, Secret Service, Federal Law Enforcement Training Center (FLETC), and Office of 
Procurement Operations (OPO). 
3 Research and Development, which includes elements of service code A, is broken out separately from services for 
the purpose of this report. 
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 The report is divided into five sections, including this introduction. Section 2 focuses on overall 
DHS contract obligations, including top line department obligations as well as obligations for products, 
services, and R&D. Section 3 provides an in-depth look into contract obligations by the key DHS 
components and their obligations for products, services, and R&D. Section 4 analyzes department-wide 
contracting trends by three key contract characteristics: level of competition, type of funding mechanism, 
and type of contract vehicle. Lastly, section 5 examines the contractor base supporting DHS and provides 
data on the top 20 DHS contractors, both in the aggregate and by the categories of products, services, and 
R&D. Data on the distribution of contracts among small, medium-sized, and large firms are also 
presented in this section. Any organization designated as small by the FPDS database—according to the 
criteria established by the federal government—was categorized as such for the purposes of this report. 
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 industry sectors and not in others. Companies 
with total annual revenue of more than $3 billion (from all sources) are classified as large. This 
classification is made based on their revenue in 2011 or in the last prior year for which revenue data were 
available. Companies that are neither small nor large are classified as medium-sized.  
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2. Overall DHS Contracting Trends 
 

The following section presents the overall federal-level funding for homeland security, including but not 
limited to DHS (Figure 2-1). It also summarizes key DHS acquisition policies, key legislation related to 
DHS, and overall DHS contract obligations. Total DHS outlays are examined in Figure 2-4, followed by 
contract dollars obligated for products, services, and R&D in Figure 2-5. This figure also presents the 
share of products, services, and R&D of total DHS contract obligations. Note that the R&D data combine 
only five of the six FPDS R&D contract categories: basic research, applied research and exploratory 
development, advanced development, engineering development, and operational systems development. 
Contract obligations for the category of R&D management and support are included in the services area. 

Total Federal Homeland Security Funding—Figure 2-1 
At the federal level, homeland security activities are undertaken by a number of departments (Figure 2-1). 
It is important to note that the data presented here do not include all DHS obligations: they cover DHS 
obligations for homeland security but not DHS obligations for non-homeland security activities. 
However, for the rest of this report, all DHS contract obligations (both homeland security and non-
homeland security) are included in the data presented. 

As illustrated in Figure 2-1, DHS is the lead department funding homeland security activities at 
the federal level. DHS was enacted by law on November 25, 2002, and created as a separate agency on 
March 1, 2003. Collecting and reorganizing much of the existing homeland security domain under one 
organization, DHS combined the efforts and activities of 22 federal agencies and 180,000 employees.4 In 
2012, the DHS budget for federal-level homeland security activities of over $35 billion accounted for 55 
percent of the total U.S. homeland security budget. Aside from a decrease to 49 percent in 2010, the share 
of the homeland security budget going to DHS has remained above 50 percent since 2008.5 

The second-largest agency by federal homeland security funding is the Department of Defense 
(DoD), which received over $17 billion for homeland security missions in 2012. This accounts for 27 
percent of the funding for federal homeland security activities, a share that has fluctuated very little in the 
2008–2012 period. Other departments active in the homeland security field, though with much smaller 
budgets than DHS and DoD, include the Department of Health and Human Services (HHS), the 
Department of Justice (DoJ), the Department of Energy (DoE), and the Department of State (DoS). Figure 
2-1 below presents the breakdown of the funding for federal homeland security activities across the 
various federal departments for the past nine years. 

 

 

                                                           
4 Department of Homeland Security, “Fact Sheet: Leadership and Management Strategies for Homeland Security 
Merger,” February 11, 2004, http://www.dhs.gov/xnews/releases/press_release_0345.shtm. 
5 Congressional Research Service, “Homeland Security Department: FY2012 Appropriations,” February 21, 2012, 
https://opencrs.com/document/R41982/2012-02-21/. 

http://www.dhs.gov/xnews/releases/press_release_0345.shtm
https://opencrs.com/document/R41982/2012-02-21/
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Figure 2-1. Total Federal Homeland Security Funding, 2004–2012 

 
Source: William L. Painter et al., Homeland Security Department: FY2012 Appropriations (Washington, D.C.: 
Congressional Research Service, February 2012), p. 98. 

 

DHS Acquisition Guidance 

As part of efforts to enhance its acquisition and procurement processes, DHS has released several 
acquisition guidance documents, including the Homeland Security Acquisition Regulation (HSAR) and 
the Homeland Security Acquisition Manual (HSAM), both of which supplement the government-wide 
Federal Acquisition Regulation (FAR). 

The HSAR supplements and implements the FAR in the homeland security context and provides 
guidance for procedural uniformity for department-wide acquisitions. As of June 2008, HSAR is 
applicable for all DHS acquisition activities. The HSAR also provides individual component level 
guidance; however, DHS’s chief procurement officer (CPO) must approve any supplementary regulations 
before additions may be incorporated in the Federal Register, the entity responsible for publishing the 
HSAR.6 

The HSAM is a supplementary document to both the FAR and the HSAR. Although 
nonregulatory, the HSAM also seeks to establish uniform acquisition procedures across DHS, particularly 
for services and supplies. The most recent edition of the HSAM has been in effect since October 1, 2009, 
and provides new appendices for “justifications and approvals, acquisition planning, market research, and 
an affirmative procurement plan.”7 

                                                           
6 Department of Homeland Security, “Department of Homeland Security Acquisition Regulation,” June 2006, pp. 9–
11, http://www.dhs.gov/xlibrary/assets/opnbiz/hsar.pdf. 
7 Department of Homeland Security, “DHS Acquisition Manual,” October 2009, p. 3, http://www.dhs.gov/ 
xlibrary/assets/opnbiz/cpo_hsam.pdf. 
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DHS has also published Acquisition Management Directive 102-018 and the Acquisition 
Management Instruction Guidebook, which together “provide the framework for consistent and efficient 
departmental management, support, review, and approval of the types and approaches of DHS 
acquisition.”9 Specifically, Acquisition Directive 102-01 describes the management structure and 
responsibilities of the Acquisition Life Cycles Framework (ALF), the Acquisition Review Process (ARP), 
and the Acquisition Review Board (ARB). It also defines the functions and roles of DHS officials at both 
the department and component level, in an effort to coordinate cross communication. Guiding and 
implementing the Acquisition Management Directive is the Office of Program Accountability and Risk 
Management (PARM), which as of 2011 directly reports to the under secretary for management and 
fulfils the roles and responsibilities previously performed by the Acquisition Program Management 
Division (APMD) and the Cost Analysis Division (CAD).10 

Figure 2-2 presents the key developments in the department’s acquisition processes and 
procedures for the years 2004 to 2011. Note that this list captures only the most significant milestones. 

Figure 2-2. Key Developments in DHS Acquisition and Procurement, 2004–2011 

 
 
 

 

 

                                                           
8 Acquisition Management Directive, 102-01, is applicable across the department, excluding the Office of the 
Inspector General. 
9 Department of Homeland Security, “Instruction Manual 102-01-001: Acquisition Management 
Instruction/Guidebook, October 1, 2011,” p. 1, https://acc.dau.mil/adl/en-US/245751/file/62585/0.%20MD%20102-
01-001%20%28Signed%20with%20ltr%29.pdf. 
10 Department of Homeland Security, SCEA Baltimore Luncheon Training Series, July 30, 2012, 
http://www.sceaonline.org/documentation/files/BaltimoreChapterLuncheonPresentation_DHS_07.23.12.pdf?CFID=
9456391&CFTOKEN=a24fb033702aa980-E56BBB8F-D942-1BC0-
7B26093768A852D8&jsessionid=8e305db428f09f7bc47a4bb3f657f1746116. 
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Figure 2-3 depicts a number of key pieces of homeland security–related legislation passed since 
DHS’s inception. These pieces of legislation have defined and shaped many of DHS’s major missions and 
through them its acquisition priorities and the contract dollars it has obligated. Note that many DHS 
missions are mandated by congressional action in response to a man-made or natural disasters or 
emerging threats to national security. The pieces of legislation selected are not all-inclusive, yet provide 
insight into key DHS priorities. 

While the first few years of DHS’s existence saw Congress focus on antiterrorism and disaster 
response missions, more recent years have seen a shift to focus on information technology (IT) 
infrastructure protection and immigration and border security missions. Looking forward, DHS’s 2013 
budget continues the agency’s focus on immigration and border security and shifts significant resources 
toward cyber security. Given these stated budgetary priorities in the president’s 2013 DHS budget 
submission, it is likely that near-term future DHS acquisition will focus on those sets of missions.11 

Figure 2-3. Key Pieces of DHS Legislation, 2002–201012 

 
 
 

 

 

 
 
 

                                                           
11 Department of Homeland Security, “FY 2013 Budget in Brief,” pp. 8–9, http://www.dhs.gov/xlibrary/assets/ 
mgmt/dhs-budget-in-brief-fy2013.pdf. 
12 See the list of abbreviations for details on the acronyms in this figure. 

Homeland Security Act

SAFETY Act
Final Rule: Procedures for 
Handling Protected Critical 

Infrastructure Information Act

HSPD-4

HSPD-11

CII Act HSPD-7

US-VISIT Program

Secure Fence Act

REAL ID Final Rule

Southwest Border Security Bill

ESTA Program

Maritime Transportation Security 
Act 

NSPD-41/HSPD-13

SAFE Port Act

NSPD-54/HSPD-23

NSPD-47/HSPD-16

Coast Guard and Maritime 
Transportation Act

Immigration and Nationality Act 

Post-Katrina Emergency 
Management Reform Act

Robert T. Stafford Disaster 
Relief and Emergency 

Assistance Act

Implementing 
Recommendations of the 9-11 

Commission Act

Department of Homeland 
Security Established

WHTI

2002 2003 2004 2005 2006 2007 2008 2009 2010

http://www.dhs.gov/xlibrary/assets/mgmt/dhs-budget-in-brief-fy2013.pdf
http://www.dhs.gov/xlibrary/assets/mgmt/dhs-budget-in-brief-fy2013.pdf


jesse ellman, priscilla hermann, and gregory sanders | 7  

Top Line DHS Contract Obligations—Figure 2-4 
Figure 2-4 presents total DHS outlays for the period 2004 to 2011 and total contract dollars obligated by 
DHS. In this report, contract obligations represent the department’s purchase of a product or service from 
an external, nongovernment source. In the figure below, total outlays in 2011 dollar amounts are shown 
by the bars and the dollar values on the left-side y-axis and as a percentage of total DHS outlays by the 
line at the top of the graph and the percentages on the right-side y-axis. Contract obligations are 
represented in the lower section of the bars, and noncontract obligations, which include personnel and 
grants to state and local governments, are represented by the upper section.13 (Note that this total figure is 
not equivalent to the department’s budget authority as outlays trail congressional authorizations and 
appropriations and are sometimes spread over several years.) The rest of this report focuses only on 
federal-level contract obligations. 

Contract obligations as a percentage of total outlays fluctuated significantly between 2004 and 
2011 due to the volatility of DHS noncontract spending. In the 2008–2010 period, for example, 
noncontract outlays increased from $28 billion in 2008 to just under $39 billion in 2009, before dropping 
to some $32 billion in 2010. From 2008 to 2011, DHS contract obligations declined by 3 percent in 
absolute terms, from $14.7 billion to $14.2 billion. However, obligations in 2011 are up from $13.8 
billion in 2010, which was the lowest level seen since 2007. 

Figure 2-4. Top Line DHS Outlays and Contract Obligations, 2004–2011 

 
Source: DHS outlay data are from the Office of Management and Budget; DHS contract obligations data are from 
https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding; data do not reflect deobligations. 
 

Figure 2-4 shows that the DHS obligations structure is relatively stable, but it occasionally 
undergoes significant changes. As will be discussed later in this report, these changes occur because the 
levels of DHS outlays are often driven by the response to specific events, such as natural disasters or 

                                                           
13 In 2011 and 2012, Homeland Security Preparedness Grant Programs alone accounted for $1.3 billion and $800 
million, respectively. See Department of Homeland Security, “FY2012 Preparedness Grant Programs Overview,” 
February 2012, p. 2, http://www.fema.gov/pdf/government/grant/2012/fy12_overview.pdf. 
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terrorist attacks. The volatility of DHS’s noncontract outlays is reflective of these response-focused 
outlays. 

Additionally, although contracts tied to supplemental appropriations are not separately classified 
in FPDS or in this report, there have been a few years with larger supplementals. These years correlate 
with increases in DHS contract obligations. This is particularly evident in 2006 as supplemental funding 
was provided for disaster relief efforts in the aftermath of Hurricanes Charley, Frances, Ivan, Jeanne, 
Katrina, and Rita. In 2006–2007, FEMA received approximately $66.5 billion in additional funds. In 
2009, the funding pursuant to the American Recovery and Reinvestment Act (ARRA) also contributed to 
obligations increases across the department and its components, providing additional funding of more 
than $2.2 billion. By July 2012, the most recent month for which data are available, DHS had paid out 
about $1.5 billion of these funds.14 

DHS Contract Obligations for Products, Services, and R&D—Figure 2-5 
In Figure 2-5, contract obligations in FY2011 dollar amounts are shown by the bars and the amounts on 
the left-side y-axis and as a percentage of total DHS outlays by the lines on the graph and the percentages 
on the right-side y-axis. The bottom portion of each bar represents obligations for products, the middle 
section obligations for services, and the topmost section obligations for R&D. 

By value, the majority of DHS contracts—between two-thirds and three-quarters of them each 
year—are awarded for services. Obligations for services peaked at $13.6 billion in 2006, coinciding with 
post-Katrina obligations by FEMA, but quickly dropped back to previous years’ levels and have since 
then not exceeded $11 billion. In fact, over the last four years, total DHS obligations for services have 
declined at a -3.3 percent CAGR. As a share of total DHS contract obligations, services held over 70 
percent from 2008 to 2010, but that share dropped to 67 percent in 2011. Large companies were obligated 
the largest share of services contract dollars for DHS, hovering in the low 40 percent from 2008 to 2010 
before dropping slightly in 2011, to 39 percent. The remaining services contract dollars are split relatively 
evenly between medium-sized and small firms. 

DHS contract dollars obligated to products fluctuated significantly in 2004–2007 but stabilized at 
between $3.2 and $3.4 billion in 2008–2010. 2011 saw an increase to $4.1 billion, largely due to Coast 
Guard purchases of the next lot of National Security Cutters. Large firms have accounted for nearly half 
of the total products contract dollars for most of the 2008–2011 period, while medium-sized firms have 
made strong gains (from 16 percent in 2008 to 25 percent in 2011), and small firms have seen their share 
decline (from 34 percent in 2008 to 29 percent in 2011). 

Obligations for R&D contracts have traditionally comprised a small share of total DHS contract 
obligations, and their share has declined consistently since 2006. Specifically, R&D claimed less than 10 
percent in any given year, with a high of 8 percent in 2004 and a low of 2 percent in 2009. Compared to 
other parts of the federal government that rely on investment in R&D to develop the capabilities that will 
be required in the future, the levels of DHS R&D obligations are noticeably low; for example, DoD 
obligations for unclassified R&D contracts in the past two decades accounted for between 10 and 20 
percent of total contract dollars. DHS is also unusual in that it allocates an increasing share of its R&D 
contract dollars to small and medium-sized companies. Although large contractors were awarded 84 
percent of R&D obligations in 2004, that share fell to 36 percent in 2007, and since 2009 medium-sized 
firms have accounted for an equal or greater share of R&D contract dollars as have large contractors. 

DHS has tended to spend an unusually high proportion of its R&D dollars on R&D management 
and support. In the years 2004 to 2010, some 30 percent of the DHS R&D contract dollars were spent on 

                                                           
14 Department of Homeland Security, “American Reinvestment and Recovery Act: Agency Reporting,” 
http://www.recovery.gov/Transparency/agency/Pages/AgencyProfile.aspx?agency_code=70. 

http://www.recovery.gov/Transparency/agency/Pages/AgencyProfile.aspx?agency_code=70
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R&D management and support; in 2011, this dropped to 15 percent. By comparison, in 2011, DoD spent 
4 percent of its R&D contract dollars on R&D management and support contracts.15 

Figure 2-5. DHS Contract Obligations on Products, Services, and R&D, 2004–2011 

 

Source: https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding.  

                                                           
15 For additional information on DHS R&D spending, see Government Accountability Office, “Department Of 
Homeland Security: Oversight and Coordination of Research and Development Should Be Strengthened,” 
Washington, D.C., September 2012, http://www.gao.gov/assets/650/648152.pdf. 

http://www.gao.gov/assets/650/648152.pdf
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3. Contract Obligations by DHS Component 
 

This section examines contract obligations across six key components within DHS: Customs and Border 
Protection (CBP), the U.S. Coast Guard (USCG), the Transportation Security Administration (TSA), the 
Office of Procurement Operations (OPO),16 the Federal Emergency Management Agency (FEMA), and 
Immigration and Customs Enforcement (ICE). Each component’s share of total obligations is evaluated 
relative to the others, as well as in the context of overall DHS contract obligations. Obligations for each 
component are also broken down by products, services, and R&D. Figure 3-1 below shows total budget 
authority for five of those components (excluding OPO) from 2003 to 2012, along with 2013 figures 
based on the president’s budget request. 

Figure 3-1. DHS Total Budget Authority by Component, 2003–2013 

 
Source: Department of Homeland Security Budget-in-Briefs, http://www.dhs.gov/xabout/budget/dhs-budget.shtm. 

Note: The Office of Procurement Operations (OPO) is not included in this chart as it is not broken out as a separate 
component in DHS budget documents. 

 

 CBP budget authority remained stable from 2003 to 2007, but surged in 2008 and again in 2009 
to over $11 billion; since 2008, CBP has been allocated the largest share of DHS budget authority. ICE 
budget authority increased sharply between 2005 and 2007 but has held steady at between $5 billion and 
$6 billion since. Similarly, TSA saw significant growth between 2004 and 2005 but has maintained a total 
budget authority level between approximately $7 billion and $8 billion since. USCG budget authority 
grew steadily through the years observed, peaking at just over $11 billion in 2009. Since then, budget 
authority levels have fallen, and the FY2013 request would have USCG budget authority under $10 
billion for the first time since 2008. FEMA budget authority hovered between approximately $5 billion 
                                                           
16 OPO is a grouping of the contracting activities of a number of smaller entities within DHS, formally organized 
under the Office of the Secretary (OSEC). 

http://www.dhs.gov/xabout/budget/dhs-budget.shtm
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and $6 billion from 2004 to 2010, before rising to more than $7 billion in 2011 and more than $11 billion 
in 2012.17 

DHS Contract Obligations by Component—Figure 3-2 
An analysis of contract obligations by the key DHS components reveals a relatively stable contracting 
environment across all components, with some key exceptions. The components with the most noticeable 
overall growth in contract obligations include OPO and USCG, which have three-year CAGRs of 17.1 
and 12.7 percent, respectively, between 2008 and 2011. Each of the six components is described below. 

CBP 

In 2011, CBP held a 14 percent share of total DHS obligations; 34 percent of CBP contract obligations 
were for products, while 59 percent were for services and 9 percent for R&D (the highest of any DHS 
component). During the years 2004 to 2010, CBP experienced a total growth in contract obligations of 63 
percent, rising to a high of $3.4 billion in 2008. The surge in obligations during 2006 reflects heightened 
border security efforts along the southwest border and coincided with the initiation of several CBP 
programs and relevant pieces of legislation, most notably the multiyear Secure Border Initiative (SBI) in 
2005 and the Secure Fence Act of 2006. Similarly, the rise in obligations in 2010 can be attributed to the 
$680 million dollars appropriated by ARRA the previous year. However, CBP saw a steep decline in 
contract obligations in 2011, decreasing from $2.9 billion in 2010 to $2 billion. This reduction in contract 
obligations was almost entirely in services, primarily ICT and PAMS. 

USCG 

In 2011, USCG was the DHS component that held the largest share of contract obligations, with 26 
percent (up from 20 percent in 2010); 56 percent of USCG contract obligations were for products (the 
highest of any DHS component), while 41 percent were for services and 3 percent for R&D. The USCG’s 
levels of contract obligations remained steady across the 2004–2010 period, with obligations fluctuating 
between $2.3 and $2.9 billion annually. 2011 saw a major increase to $3.7 billion, driven almost entirely 
by procurement of new National Security Cutters. 

TSA 

In 2011, TSA obligated 13 percent of all DHS contract obligations; 26 percent of TSA contract 
obligations were for products, 73 percent were for services and less than 0.5 percent for R&D (the lowest 
of any DHS component). TSA’s annual contract obligations have remained relatively constant since 2005 
at between $1.8 and $2 billion, with a CAGR of 1.4 percent from 2008 to 2011. Despite stable levels of 
contract obligations, TSA’s share of overall DHS contract obligations fell dramatically after 2004 (23 
percent), never exceeding 15 percent in any subsequent year. Note that under the Screener Partnership 
Program (SSP) initiated in 2004, U.S. airports were provided with the opportunity to “opt out” of using 
TSA federal screening personnel and privately contracting this service under TSA management. As of 
2012 there were 16 SSP airports, but this does not appear to have affected contract obligations by TSA. 

OPO 

In 2011, OPO obligated 20 percent of all DHS contract obligations. Only 7 percent of OPO contract 
obligations were for products (the lowest of any DHS component), while 85 percent were for services and 
8 percent for R&D. OPO obligations have grown steadily throughout the past eight years, increasing in 
both absolute terms and in market share every year until 2011. OPO contract obligations decreased 
slightly in 2011, after a significant jump in 2010 that saw contract obligations rise to $3 billion (from $2.1 
billion in 2009). The increased obligations in 2010 are, however, primarily the result of an organizational 
adjustment under which the Federal Protective Service, previously under ICE, was transferred to OPO. As 
a result, OPO’s share of DHS contract dollars increased, rising from 14 percent in 2009 to 22 percent in 
                                                           
17 This total does not include supplementals. 
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2010, before falling slightly to 20 percent in 2011. For the 2008–2011 period, OPO contract obligations 
increased at a brisk 17.1 percent annual growth rate. 

FEMA 

In 2011, FEMA obligated 10 percent of all DHS contract dollars; 22 percent of its contract obligations 
were for products, 77 percent were for services, and 1 percent for R&D. FEMA contract obligations show 
the most volatility of any DHS entity over the eight-year period covered in this report. FEMA 
experienced the highest level of contract obligations in a single year of any component—$7.7 billion 
spent in 2006, largely in support of Hurricane Katrina disaster relief efforts—but this had decreased 15-
fold by 2010 due to a deobligation of $800 million that year. The 12 percent increase in obligations 
experienced between 2007 and 2008 ($1.7 billion to $1.9 billion) can be attributed to obligations 
following Hurricanes Gustav and Ike. In 2011, obligations tripled from $0.5 billion to $1.4 billion, spread 
across both products and services and marking a return to previous years’ spending levels following the 
2010 deobligation. These fluctuations are largely the result of the response-based nature of contract 
obligations for disaster response. 

ICE 

In 2011, ICE accounted for 9 percent of all DHS contract obligations; 12 percent of ICE obligations were 
for products, 87 percent were for services (the highest of any DHS component), and 1 percent for R&D. 
Between 2004 and 2009, ICE’s total contract obligations more than tripled. The greatest growth occurred 
between 2005 and 2006, with an increase of 54 percent. The largest amounts were obligated during the 
2007–2009 period and correspond with several new responsibilities appointed to ICE, most notably the 
Alien Criminal Apprehension Program (now Criminal Alien Program), which was incorporated into ICE 
in 2007 from U.S. Citizenship and Immigration Services.18 Additionally, in 2008, Secure Communities: A 
Comprehensive Plan to Identify and Remove Criminal Aliens (SC/CIRCA) was established.19 During the 
years covered in this report, ICE also launched its principal information technology program, ATLAS, a 
multiyear program to enhance the agency’s information sharing and technological infrastructure.20 In 
2012, ATLAS was merged with another IT program, Tactical Communications, to form ICE IT 
Infrastructure (Atlas); the program is still ongoing but faces delays due to cuts in IT investment and 
related O&M funding.21 These developments are reflected in the $800 million decrease in ICE contract 
obligations (from $2.2 billion in 2009 to $1.4 billion in 2010), most of which has been in obligations for 
services. 

Other DHS 

The category of “Other DHS” encompasses a number of entities, including the Bureau of Citizenship and 
Immigration Services, the U.S. Secret Service, and the Federal Law Enforcement Training Center. 
Contract obligations by this category rose from $500 million in 2004 to $600 million in 2005 and have 
since been relatively steady at between $900 million and $1.2 billion. In 2011, Other DHS accounted for 
8 percent of overall DHS contract obligations; 21 percent of Other DHS contract obligations were for 
products, while 79 percent were for services and less than 1 percent for R&D. 

 

                                                           
18 Department of Homeland Security, “Fact Sheet: Criminal Alien Program,” March 29, 2011, 
http://www.ice.gov/news/library/factsheets/cap.htm. 
19 Department of Homeland Security, “Secure Communities: Quarterly Report Fiscal Year 2010 Report to 
Congress,” March 1, 2010, p. 2, http://www.ice.gov/doclib/foia/secure_communities/ 
congressionalstatusreportfy101stquarter.pdf. 
20 Department of Homeland Security, “DHS Exhibit 300 Public Release BY08/ICE-Automation and Modernization 
(Atlas) 2008,” February 12, 2007, http://www.dhs.gov/xlibrary/assets/mgmt/e300-ice-atlas2008.pdf. 
21 Department of Homeland Security, “IT Program Assessment: ICE IT Infrastructure (Atlas),” 
http://www.dhs.gov/xlibrary/assets/mgmt/itpa-ice-atlas2012.pdf. 

http://www.ice.gov/news/library/factsheets/cap.htm
http://www.ice.gov/doclib/foia/secure_communities/congressionalstatusreportfy101stquarter.pdf
http://www.ice.gov/doclib/foia/secure_communities/congressionalstatusreportfy101stquarter.pdf
http://www.dhs.gov/xlibrary/assets/mgmt/e300-ice-atlas2008.pdf
http://www.dhs.gov/xlibrary/assets/mgmt/itpa-ice-atlas2012.pdf
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Figure 3-2. DHS Contract Obligations by Component, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. Other DHS is featured in this figure to 
present total department obligations. It is not a key component analyzed in subsequent charts. 
 

DHS Contract Obligations for Products by Key DHS Component—Figure 3-3 
Figure 3-3 shows contract obligations on products by the key DHS components. With the exception of 
USCG and FEMA, DHS components in 2011 saw either declines or flat growth in contract obligations for 
products. As in previous years, the majority of contract dollars for products were spent by USCG and 
CBP; in 2011, due to a large increase in USCG products contract obligations, those two components 
comprised nearly two-thirds of DHS product contract obligations. 

CBP 

Obligations for products by CBP more than tripled between 2004 and 2008 but have since steadily 
dropped to $670 million in 2011. This is the lowest level of CBP contract obligations on products since 
2006, as reflected in the -6.7 percent annual growth rate for CBP products contracts between 2008 and 
2011. As a percentage of DHS-wide products contract value, CBP held a 10 percent share in 2004, grew 
to 19 percent by 2006 and to 35 percent in 2009, and fell to 16 percent in 2011. The strongest year-to-year 
growth occurred in 2006 with a 79 percent jump in obligations to over $600 million (up from $340 
million in 2005), followed by a 27 percent rise in 2007 with obligations of just under $800 million. 

USCG 

Total contract dollars obligated for products by USCG remained relatively stable between 2004 and 2010, 
though USCG’s share of total DHS products contract value varied: 38 percent in 2004, 23 percent in 
2005, 40 percent in 2007, and 30 percent in 2008. The increase in 2007 can be attributed in part to the 
acquisition of new National Security Cutters with the award to Integrated Coast Guard Systems (a 
Lockheed Martin/Northrop Grumman joint venture) to the first two (of eight) National Security Cutters, 
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in addition to a $337-million contract for the construction of the third.22 USCG obligations for products 
next increased significantly in 2011 (from $1.2 billion in 2010 to $2.1 billion) with the acquisition of the 
fourth and fifth National Security Cutters from Huntington Ingalls Industries.23 As a result, USCG’s share 
of total DHS obligations for products increased to 50 percent, up from 37 percent in 2010. USCG 
obligations for product contracts will likely continue in the coming years with the phased award of $8.1 
billion to acquire 25 Offshore Patrol Cutters (OPC). USCG expects to award preliminary design contracts 
to two or three contractors in June 2013 and a production contract for 11 cutters to one vendor in October 
2015. A follow-on competition would be conducted for the remaining 14 vessels.24 

TSA 

TSA obligations for products grew steadily from 2005 to 2010 but declined in 2011, from $620 million in 
2010 to $490 million, primarily due to a decrease in obligations in the product category of alarm and 
security systems. The rise in obligations in 2009–2010 was largely a result of increased funding for 
aviation security channeled via the ARRA of 2009. ARRA provided some $1 billion in funding, of which 
$700 million are spent on aviation security and the Electronic Baggage Screening Program (EBSP), one 
of DHS’s top five programs by value.25 In addition, as a direct response to the attempted terrorist attack in 
December 2009, TSA increased the rate at which it acquired Advanced Imaging Technology (AIT) 
screening systems; as of May 2012, it had deployed 670 units out of a projected total of 1,250.26 

OPO 

OPO products contract obligations increased 50 percent between 2007 and 2008, from $220 million to 
$330 million, and that increase held in 2009. As a share of total DHS product obligations, OPO rose from 
1 percent in 2004 to 10 percent in 2008 and 2009. Since 2010, however, obligations have decreased, and 
2011 saw only $200 million in products contracts, the lowest since 2006, with a parallel drop in OPO’s 
share of overall DHS products obligations to 5 percent. For the 2008–2011 period, OPO products contract 
obligations declined at a -15.9 percent annual growth rate. 

FEMA 

FEMA’s obligations for products show the highest levels in 2005 and 2006 ($2.2, and $0.8 billion, 
respectively). In those years, responses to the effects of Hurricane Katrina were at their peak, and the 
majority of products acquired were in the categories of navigation equipment, prefabricated structures, 
and alarm, signal, and security systems. In the years 2007 to 2009, obligations for products reached 
around $200 million. The 50 percent increase to $300 million in 2008 coincides with disaster relief 
following Hurricanes Gustav and Ike in 2007. Obligations dropped to less than $100 million in 2010, but 
rebounded to $300 million in 2011; the decrease in 2010 is primarily a reflection of the $800 million 
deobligation for FEMA in fiscal year 2010. After obligating 51 percent of all DHS products contract 
dollars in 2005, FEMA fell to 24 percent in 2006 and has not exceeded 9 percent since. For 2008–2011, 
FEMA products obligations decreased slightly, at a -1 percent CAGR. 

                                                           
22 U.S. Coast Guard, “Coast Guard Awards Contract for Third National Security Cutter,” August 8, 2007, 
https://www.piersystem.com/go/doc/786/167626/. 
23 Linda M. Johnson, “Coast Guard Awards Contracts for National Security Cutters 4 & 5,” U.S. Coast Guard 
Acquisition Directorate Newsletter, February 2011, http://www.uscg.mil/acquisition/newsroom/pdf/ 
CG9newsletterFeb11.pdf. 
24 Christopher Cavas, “Who Will Build Next USCG Cutter,” Defense News, October 15, 2012, 
http://www.defensenews.com/article/20121015/DEFREG02/310150004/Who-Will-Build-Next-USCG-Cutter-
?odyssey=tab|topnews|text|FRONTPAGE. 
25 Department of Homeland Security, “Electronic Baggage Screening Program: Program Specific Recovery Plan,” 
May 15, 2009, p. 2, http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-
15.pdf. 
26 Government Accountability Office, “Homeland Security: DHS and TSA Face Challenges Overseeing Acquisition 
of Screening Technologies,” May 9, 2012, p. 3. 

https://www.piersystem.com/go/doc/786/167626/
http://www.uscg.mil/acquisition/newsroom/pdf/CG9newsletterFeb11.pdf
http://www.uscg.mil/acquisition/newsroom/pdf/CG9newsletterFeb11.pdf
http://www.defensenews.com/article/20121015/DEFREG02/310150004/Who-Will-Build-Next-USCG-Cutter-?odyssey=tab|topnews|text|FRONTPAGE
http://www.defensenews.com/article/20121015/DEFREG02/310150004/Who-Will-Build-Next-USCG-Cutter-?odyssey=tab|topnews|text|FRONTPAGE
http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-15.pdf
http://www.dhs.gov/xlibrary/assets/recovery/TSA_EBSP_Recovery_Act_Plan_Final_2009-05-15.pdf
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ICE 

Overall, ICE obligations for products constitute a relatively small portion of the DHS total, having never 
exceeded 6 percent of overall DHS products contract value. After rising as high as $210 million in 2007 
and 2008, ICE products contract obligations have dropped and held steady at $160 million for 2010 and 
2011. During the years 2008 to 2011, ICE products obligations have declined at a -10.2 percent annual 
growth rate. 

Figure 3-3. DHS Contract Obligations for Products by Key DHS Component, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 
Note: Figures may not sum with those in other charts due to rounding. 
 

DHS Contract Obligations for Services by Key DHS Component—Figure 3-4 

Figure 3-4 shows contract obligations for services by key DHS components. As noted in the previous 
section, the majority of DHS contracts in the years 2004 to 2011 were spent on acquiring services. 
Furthermore, the largest share of service contract dollars by value—over $35 billion—was spent on 
professional, administrative, and management services (PAMS), which includes R&D management and 
support services. The second- and third-largest service categories, by value, were facility-related services 
(including construction) and information and communication technologies (ICT), at $20 and $19 billion, 
respectively. 

During the current budget downturn period (2008–2011), only OPO (22.3 percent annual growth 
rate) has seen strong growth in services contract obligations; services contract obligations by every other 
component within DHS have either been relatively stable or declined. 

CBP 

Relative to other components’ obligations for services, CBP experienced the lowest overall growth (36 
percent) during the years 2004 to 2010; however, CBP remained one of the largest purchasers of services 
during this period. ICT and PAMS were the major elements of CBP services obligations throughout this 
period. CBP services obligations dropped sharply in 2011, to $1.2 billion (from $2 billion in 2010). The 
primary drivers of this decline were a $500 million decline in ICT contracts (specifically for system 
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development and maintenance of communications equipment), a $240 million decline in PAMS contracts, 
and a $130 million decline in equipment-related service contracts (ERS). This decline dropped CBP’s 
share of total DHS services contract dollars from 20 percent in 2010 to 12 percent in 2011, its lowest 
share since 2006. For the 2008–2011 period, CBP services contract obligations declined at a -19 percent 
annual growth rate. 

USCG 

The Coast Guard’s contract obligations for services increased by a total of 35 percent from 2004 to 2011, 
a rate slower than the growth of overall DHS services obligations. USCG held 20 percent of overall DHS 
services obligations in 2004, but fell to 9 percent by 2006. From 2007 on, the USCG share of overall 
DHS services dollars grew steadily, peaking at 16 percent in 2011. In 2004, USCG services obligations 
were evenly split between ERS, FRS&C, ICT, and PAMS, but while ERS and ICT obligations were 
constant during most subsequent years, both PAMS and FRS&C grew by 50 percent by 2011. Total 
USCG obligations for services have been steady over the last three years, varying by less than $50 million 
despite steady declines in overall DHS services contract obligations during the same period. For the 
2008–2011 period, USCG obligations for services increased at a 2.8 percent annual growth rate. 

TSA 

After growing steadily from 2004 to 2006, TSA contract obligations for services were steady at 
approximately $1.4 billion between 2006 and 2011. The largest annual increase (29 percent), from $900 
million in 2004 to $1.1 billion in 2005, corresponds with the establishment of the Screener Partnership 
Program (SSP) a year earlier. As a share of total DHS contract obligations, TSA has hovered between 13 
and 16 percent for most of the period, excluding 2006 (when its share was 10 percent). The largest share 
of TSA obligations on service contracts has traditionally been in PAMS, but ICT and FRS&C have also 
been significant areas, and since 2009, ERS contract obligations have increased almost six-fold. Like 
USCG, TSA has maintained its services contract obligations levels despite a drop in overall DHS services 
obligations from 2009 to 2011. In the years 2008 to 2011, TSA services contract obligations changed very 
little (-0.4 percent annual growth rate). 

OPO 

OPO services contract obligations grew every year since 2004 and increased from $1.6 billion in 2009 to 
$2.6 billion in 2010. However, this was largely a result of organizational change within DHS, with the 
transfer of contracting responsibility for the Federal Protective Service from ICE to OPO. This transfer 
led to a $740 million increase in FRS&C contracts under OPO. Prior to the transfer, PAMS and ICT 
accounted for the vast majority of OPO services obligations. In 2011, OPO services obligations declined 
to $2.4 billion, almost entirely due to a $260 million drop in PAMS contracts. OPO now accounts for 25 
percent of total DHS services contract dollars, more than double its share in 2008 and more than six times 
its share in 2004. For the 2008–2011 period, OPO obligations for services grew at a 22.3 percent annual 
growth rate. Overall, this reflects a DHS policy of contracting for services relevant for the department as a 
whole (or for several of its components) out of OPO. 

FEMA 

As discussed earlier in this report, the volatility of FEMA’s annual spending, both overall and for contract 
obligations, reflects DHS’s response-based approach to disaster relief. As a result of Hurricane Katrina, 
service contract obligations by FEMA jumped to $2.9 billion in 2005 (from $700 million the previous 
year) and peaked at $6.3 billion in 2006. That year, the service category that accounted for the most 
contract obligations was construction of residential buildings (some $1.6 billion). By 2010, obligations 
for service contracts diminished to less than one-twelfth of 2006 levels due to an $800 million 
deobligation for FEMA in fiscal year 2010. In 2011, obligations increased to $1.1 billion. PAMS have 
traditionally accounted for an overwhelming share of FEMA services obligations, except for 2005 and 
2006, when FRS&C also accounted for significant shares in the aftermath of Hurricane Katrina. As a 
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share of overall DHS services contract value, FEMA accounted for 46 percent in 2005, but dropped to 16 
percent by the next year. By 2011, FEMA’s share had dropped to 11 percent. For the 2008–2011 period, 
FEMA services contract obligations declined at a -12.5 percent annual growth rate. 

ICE 

ICE contract obligations for services increased consistently from 2004 to 2009, reaching a high of $2 
billion before decreasing to $1.1 billion in 2011. A $720 million drop in FRS&C contracts (due to the 
transfer of the Federal Protective Service to OPO) accounts for the majority of this decrease. Prior to the 
transfer, FRS&C contracts held the dominant share of ICE services obligations; starting in 2010, FRS&C 
has held roughly the same share as PAMS, with ICT also holding a significant share. ICE accounted for 
an 11 to 12 percent share of overall DHS services obligations from 2004 to 2006, rose to between 16 and 
18 percent for the next three years, before dropping back to 12 percent in 2010 and 2011. This two-year 
decline brought ICE’s share of services contract dollars to 12 percent, down from 18 percent as recently 
as 2009. For the 2008–2011 period, ICE services contract obligations declined at a -14.5 percent annual 
growth rate. 

Figure 3-4. DHS Contract Obligations for Services by Key DHS Component, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. 
 

DHS Contract Obligations for R&D by Key DHS Component—Figure 3-5 
Annual contract obligations for R&D across all DHS components accounted for less than $1 billion 
during all but one year of the 2004–2011 timeframe. The components with the highest levels of R&D 
contract obligations were TSA during 2004 and 2005, FEMA in 2006, and CBP in 2008. It is worth 
noting the lack of long-term stability in most DHS R&D contract obligations. Given that research efforts 
are undertaken over longer timeframes and require sustained long-term investment, it appears that the 
majority of DHS R&D contract obligations are for short-term development and testing efforts. In 2011, 
for example, some 80 percent of dollars obligated were for development and testing, while around 20 
percent went toward basic and applied research. 
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As noted previously in this report, the R&D analysis provided in this section combines five of the 
six FPDS R&D contract categories: basic research, applied research and exploratory development, 
advanced development, engineering development, and operational systems development. Contract 
obligations for the category of management and support (in this and all other CSIS reports) is included in 
services (specifically, professional and administrative services) and not in R&D. In 2011, R&D 
management and support contracts accounted for some $75 million, 15 percent of all R&D obligations. 

CBP 

CBP contract obligations for R&D were below $100 million from 2004 to 2007, rose in 2008 to $370 
million, and declined again to between $100 million and $150 million in 2009–2011. For the 2008–2011 
period, CBP R&D obligations declined at a -28 percent annual growth rate. 

USCG 

Contract obligations for R&D by the Coast Guard peaked at $250 million in 2005 but dropped off 
consistently until 2009, when they totaled less than $50 million. Since then, USCG R&D obligations have 
rebounded somewhat, to $110 million in 2011. For the 2008–2011 period, USCG R&D contract 
obligations grew at a 6.2 percent annual growth rate. 

TSA 

Contract obligations for R&D by TSA peaked in 2004 and 2005, primarily focusing on basic research. 
Between 2005 and 2009, TSA obligations for R&D decreased to under $50 million per year, and they 
decreased to under $10 million per year in 2010–2011. For the 2008–2011 period, TSA R&D contract 
dollars have declined at a -44.8 percent annual growth rate. 

OPO 

Accounting for only 4 percent of DHS R&D obligations in 2004, OPO grew to 25 percent in 2007 and a 
high of 52 percent in 2010, before dropping back to 44 percent in 2011. 2011 saw the largest contract 
obligations in a specific R&D category of any year for OPO, with $73 million obligated for engineering 
development. During the 2008–2011 timeframe, contract obligations for R&D by OPO grew at the 
highest rate (27.1 percent CAGR) of all DHS components. 

FEMA 

The top R&D contract obligations for FEMA occurred in 2006 as a result of Hurricane Katrina, with $439 
million spent on the category of “Construction: basic research.” In subsequent years (2007–2011), R&D 
obligations dropped to under $250 million per year. In 2010, FEMA had negative net R&D funding, due 
to the previously discussed deobligation. For the 2008–2011 period, FEMA R&D contract obligations 
declined at a -4 percent annual growth rate. 

ICE 

ICE contract obligations for R&D accounted for less than $10 million per year, with the exception of $90 
million and $50 million obligated in 2006 and 2007, respectively. 
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Figure 3-5. DHS Contract Obligations for R&D by Key DHS Component, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. 
 
 
  

 

  

0.03 0.04 0.09 

0.37 

0.07 
0.15 0.14 

0.21 0.25 
0.17 

0.16 

0.09 

0.04 
0.07 0.11 

0.39 0.34 

0.03 
0.05 

0.05 

0.03 

0.11 

0.09 

0.13 

0.11 

0.17 

0.21 
0.23 

0.11 

0.70 

0.09 

0.05 

0.69 

0.85 

1.10 

0.51 

0.66 

0.34 
0.40 

0.53 

$0.0

$0.2

$0.4

$0.6

$0.8

$1.0

$1.2

2004 2005 2006 2007 2008 2009 2010 2011

Co
ns

ta
nt

 2
01

1 
Bi

lli
on

s 

ICE
 (-398.9%)

FEMA
 (-4.0%)

OPO
 (27.1%)

TSA
 (-44.8%)

Coast Guard
 (6.2%)

CBP
 (-28.0%)

Component  
Category 
(3-Year CAGR) 



20 | u.s. dhs contract spending and the supporting industrial base, 2004–2011 

4. DHS Contract Obligations by Key Contract Characteristics 
 
This section examines DHS contract awards using three primary contract characteristics: level of 
competition, funding mechanism, and contract vehicle. 

The characteristic of level of competition (Figure 4-1) was determined by assessing the 
competitive contracting procedures used and the number of offers received from distinct bidders before 
the award, as reported in FPDS.27 Contracts that were either unlabeled in FPDS or were determined by 
CSIS to be erroneously labeled (for example, a contract that was reported as competed but had no bidders 
or a contract that was reported as noncompeted but had several bidders) are classified as “unlabeled.” 

The characteristic of funding mechanism (Figure 4-2) represents the conditions under which the 
government pays its obligations and is divided into the categories of cost-reimbursement, fixed-price, 
time and materials (a form of cost-based contract distinguishable from cost reimbursement by the 
responsibilities assumed by the customer and the contractor), and “combination” (a mix of cost and fixed-
price). 

The characteristic of contract vehicles (Figure 4-3) consists of the categories of definitive 
contracts, purchase orders, and indefinite delivery contracts. Note that within the indefinite delivery 
contract vehicle category, there are both multiple-award and single-award contracts. This category also 
includes schedules and blanket purchase agreements. 

DHS Contract Obligations by Level of Competition—Figure 4-1 
As Figure 4-1 illustrates, competition in DHS contract obligations has been on the rise since 2007, once 
the immediate aftermath of Hurricane Katrina was addressed. The need for expediency following the 
hurricane meant that a large share of the contract dollars was awarded without competition. Thus, in the 
years 2005 and 2006, the value of all contracts awarded under no competition surged ahead of the value 
of most competitively awarded contracts to claim 34 percent and 40 percent of all DHS contract dollars, 
respectively. This was a marked increase from the 18 percent share of uncompeted contract dollars in 
2004. 

In 2004, 38 percent of all contract obligations for DHS were competed and received multiple 
offers, but that fell to 22 and 27 percent in 2005 and 2006, respectively. Since 2007, the largest 
competition category of DHS contracts (between 34 and 51 percent) was contracts awarded after a 
competitive solicitation that received multiple offers. Both total dollars and the share of DHS contracts 
awarded under competition with multiple offers increased significantly in 2010 and continued to increase 
in 2011, rising to a 51 percent share of overall DHS contract obligations. For the 2008–2011 period, 
competition with multiple offers increased at a 13.4 percent annual growth rate. 

Aside from 2006, when they accounted for only 16 percent of all DHS contract obligations, 
competitions with a single offer comprised approximately one-quarter of all DHS contract award dollars, 
though they have declined in the 2008–2011 period at a -5.1 percent annual growth rate. DHS has taken 
steps to address the prevalence of competitions receiving only one offer with a February 2011 policy 
memo from the Office of the Chief Procurement Officer, laying out procedures for contract actions valued 
at $700,000 or more that receive only one offer. According to this memo, a competitive solicitation that 
was open for less than 30 days and only received one offer is to either be re-solicited for an additional 30 
days (at minimum), or else the single offer received is to be reviewed to ensure that the price is fair and 
reasonable (as per the FAR.) DHS is the first agency addressing this issue in so direct a manner. It will be 
                                                           
27 In keeping with previous CSIS reports, the classification does not include the Fair Opportunity / Limited Sources 
column. Due to contradictions between that column and the Extent Competed column, IDV contracts may be 
classified differently in this report than in DHS publications. 
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interesting to see whether this new guidance can reduce the amount of contract dollars awarded under 
competitions receiving only a single offer. If so, it may serve as a model for other government agencies to 
follow. 

Contract dollars awarded with no competition increased by a billion dollars in 2011 due to a $1 
billion decrease in contracts classified as “unlabeled.” This suggests that the value of “no competition” 
contracts in previous years, when unlabeled contracts accounted for 13 to 19 percent of DHS contract 
obligations, was significantly understated. However, this also reflects an effort by DHS to improve the 
quality of contracting data reported to FPDS. For the 2008–2011 period, contracts awarded with no 
competition declined at a -7.2 percent annual growth rate. Unlabeled contracts, which accounted for 18 
percent of DHS contract value as recently as 2009, have declined to 6 percent of DHS contract value in 
2011 (-28.5 percent annual growth rate from 2008–2011). 

Figure 4-1. DHS Contract Obligations by Competition, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 
Note: Figures may not sum with those in other charts due to rounding. This report does not use the Fair Opportunity 
/ Limited Sources column, and thus competition totals may vary from those listed in DHS publications. 
 

DHS Contract Obligations by Funding Mechanism—Figure 4-2 
As shown in Figure 4-2 below, contracts awarded by DHS between 2004 and 2011 were predominantly 
fixed-price contracts, though there were some significant exceptions. The value of fixed-price contracts 
increased by 80 percent between 2004 and 2005, and 70 percent of all DHS contract dollars in 2005 were 
funded using this mechanism. This trend reversed in 2006–2007, when the value of fixed-price contracts 
decreased by 16 percent and 31 percent, respectively. In the past four years the pendulum shifted again, 
and DHS contract dollars obligated via fixed-price contracts have steadily increased, peaking at $9.3 
billion in 2011. The share of dollars obligated via fixed-price contracts has also increased, from 45 
percent in 2008 to 65 percent in 2011. For the 2008–2011 period, fixed-price contract value increased at a 
robust 11.9 percent CAGR. The increases in fixed-price DHS contracts since 2009 are in line with 
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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.28 

In the early years of DHS (2004–2006), cost-reimbursement mechanisms gained significantly in 
value, increasing by 142 percent to $5.1 billion. In 2007, the total value of contract dollars obligated via 
cost-reimbursement mechanisms returned to its previous level ($2.1 billion) and has not exceeded $2.7 
billion since. Cost-reimbursement contracts have held a 14 to 19 percent share of total contract 
obligations since 2007, and for the 2008–2011 period, contract value going to cost-reimbursement 
contracts has declined at a -9.8 percent annual growth rate. 

During the 2004–2011 timeframe, time and materials contracts more than quadrupled in value 
across DHS, from $600 million to $2.6 billion. There has been little growth in the 2008–2011 period, 
however, which is reflected in a 3.4 percent CAGR. 

Combination contracts, which reflect a blend of fixed-price and cost plus contract line items,29 
appeared for a short time in the aftermath of Hurricane Katrina but largely disappeared by 2010 due to 
official guidance to refrain from using this funding mechanism. Meanwhile, contract values in the 
“unlabeled” category, which also increased during the two years of Hurricane Katrina relief obligations 
and remained steady at around $1.7 billion in the years immediately thereafter, declined significantly in 
2010 and have continued to decline in 2011. The “other” category grew steadily until 2007 where it 
reached $1.9 billion (14 percent of DHS contract dollars that year), but shrunk rapidly over the following 
three years until all but disappearing in 2010. The sudden drop-offs in the combination, unlabeled, and 
other categories in 2010 are likely responses to the Obama administration’s guidance to firm up federal 
contracting practices within government. 

Figure 4-2. DHS Contract Obligations by Funding Mechanism, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. 

                                                           
28 White House, Office of the Press Secretary, “Memorandum for the Heads of Executive Departments and 
Agencies,” March 4, 2009, http://www.whitehouse.gov/the_press_office/Memorandum-for-the-Heads-of-Executive-
Departments-and-Agencies-Subject-Government/. 
29 The share of fixed-price and cost plus contract line items in a combination contract is undeterminable in FPDS. 
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DHS Contract Obligations by Contract Vehicle—Figure 4-3 
In every year between 2004 and 2011, the most commonly used vehicle in DHS was the Indefinite 
Delivery Vehicle (IDV). Most DHS contract obligations are for 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 increased in value from 2004 to 2006, but have declined 
sharply since 2008 (-14.3 CAGR). Overall, IDVs held a 74 percent share of overall DHS contract value in 
2011, down from 82 percent in 2009 and the lowest share since 2005. 

Breaking down IDVs into subcategories, 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 contracts under these vehicles dropped off to $2 billion the next year 
and remained at approximately $1.9 billion in the following years before decreasing to $1.5 billion in 
2011. The overall value of DHS contracts on these IDVs has recently been exceeded by Blanket Purchase 
Agreements (BPAs), which experienced steady growth in overall value through 2010, although there was 
a slight decrease in 2011. The dollar value of obligations via purchase orders rose to $1.7 billion in 2005 
and 2006, then decreased by half in 2007, and continued to decline rapidly until by 2010 they comprised 
less than 3 percent of DHS contract dollars. The value of definitive contracts also peaked in 2005 (to $3.5 
billion), only to fall to $2.5 billion the next year and again to $1.5 billion in 2007. Contract dollars 
obligated under definitive contracts have risen steadily since, reflected in a 22 percent annual growth rate 
for the 2008–2011 period. The share of contract dollars going to definitive contracts has also risen, from 
13 percent in 2008 to 23 percent in 2011. 

Figure 4-3. DHS Contract Obligations by Contract Vehicle, 2004–2011 

 
Source: https://www.FPDS.gov; CSIS analysis. 

Note: Contracts with unlabeled vehicles are excluded and total less than $500 million annually. Total obligations 
vary from other figures by up to $350 million due to differences in download date and variation between 
USAspending.gov and FPDS.gov. 
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5. The Industrial Base Supporting DHS 
 

This section examines the industrial base supporting DHS. In order to illustrate trends in the supply side 
of the DHS contracts market, this report presents the top 20 DHS contractors for two years, 2006 and 
2011, and analyzes the breakdown of the industrial base into small, medium-sized, and large companies. 

To analyze the breakdown of competitors in the DHS contracts market, the CSIS team assigned 
each contractor in the database to one of four size categories: small, medium-sized, large, and Big 6. Any 
organization designated as small by the FPDS database—according to the criteria established by the 
federal government—was categorized as such for the purposes of this report. 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. Companies with annual revenue of 
more than $3 billion (from all sources, not just government contracts) are classified as large. This 
classification is made based on their revenue in 2011 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. Companies that are neither small nor large are 
classified as medium-sized. The Big 6 category includes Lockheed Martin, Boeing, Northrop Grumman, 
General Dynamics, Raytheon, and BAE Systems; being the largest defense and homeland security 
contractors and systems integrators, they were separated into a category of their own for this analysis of 
the industrial base. 

The study team made significant efforts to consolidate data related to subsidiary companies and 
merged companies with their parent 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 
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 means that some 
companies designated as “small” in FPDS will be counted as large by CSIS if they were acquired by a 
large company but maintain their small business status. Also, this report does not exclude waived 
contracts (e.g., overseas contracts). As a result, data on the “small” size category in this report will differ 
from government data on DHS set-asides to small businesses. 

Top 20 DHS Contractors, by value, 2006 and 2011—Table 5-1 
Table 5-1 below shows the top 20 DHS contractors in 2006 and again in 2011, the most recent full year 
for which data are available. The table offers insight into the dynamics of the security market’s industrial 
base and illustrates the response-based nature of security contracting. Notably, the firms listed in 2006 
differ greatly from those in 2011; a number of construction-focused firms present in the top 20 in 2006 
had dropped off by 2011, replaced by information technology and security contracting firms. The 
constants on both lists are primarily the large defense firms, which were key industry players in both 
years. 

 The spread of contract dollars across the top 20 companies also changed substantially between 
2006 and 2011. In 2011, the top 20 firms claimed 36 percent of total DHS contract awards compared to 
44 percent in 2006. The threshold for the top 5 contractors also dropped significantly between 2006 and 
2011; the fifth-largest contractor in 2006 would have been the second largest in 2011. This trend is shown 
clearly by the decrease in the total contract dollars awarded to the top 5 companies from $4.2 billion in 
2006 to $2.7 billion in 2011. Similarly, the next 15 companies in the top 20 received significantly more 
contract dollars in 2006 ($3.7 billion) than in 2011 ($2.4 billion). As a share of the top 20 contractors, the 
top 5 accounted for 53 percent in both 2006 and 2011; by contrast, the top 5 accounted for 24 percent of 
overall DHS contract obligations in 2006, compared to only 19 percent in 2011. These trends indicate that 
the industrial base supporting DHS is becoming less centralized and that contract dollars are not regularly 
obligated to the same contractors or to the biggest contractors. 
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The year 2006 saw the continued effects of the response to Hurricane Katrina, with engineering 
and construction firms holding 4 of the top 5 spots. Fluor, Shaw Group, Bechtel, and Ch2M Hill were all 
major players in post-Katrina recovery efforts. Fluor, Ch2M Hill, and Bechtel all had large contracts to 
provide temporary housing, along with other Katrina-related products and services.30 None of those 4 
firms, or any of the other post-disaster engineering and construction firms in the 2006 top 20 (NISTAC, 
Dewberry, and Parsons Brinckerhoff) remained in the top 20 for 2011. 

Another noticeable shift in the industrial base was in more contracting for information and 
technological capability providers, a trend that was already apparent in CSIS’s analysis of the state of the 
DHS industrial base in 2009.31 Four of the 5 top contractors in 2011 are major providers of IT-related 
products and services. In 2010, CSC was awarded a $500 million contract with TSA to support its IT 
infrastructure program. CSC also holds contracts for DHS data center consolidation and IT infrastructure 
and cyber support with the Office of Cyber Security and Communications (under the National Protection 
and Programs Directorate); IBM is responsible for CBP’s Automated Commercial Environment systems; 
Lockheed Martin is the prime contractor for the TSA’s Transportation Worker Identification Credential 
(TWIC) program; and SAIC has a broad range of homeland security–related businesses.32 Several other 
IT-focused firms, including HP, Dell, and Unisys, appear in the 2011 top 20. 

Also of note is the presence of several large defense firms in both the 2006 and 2011 rankings, 
though the roster of firms and the totals of those firms that show up in both years have changed. 
Integrated Coast Guard Systems (a joint venture of Lockheed Martin and Northrop Grumman) has been 
supplanted by Huntington Ingalls Industries (formerly the shipbuilding arm of Northrop Grumman) as the 
top shipbuilder for the Coast Guard. Lockheed Martin, which was not in the top 20 in 2006, is now a 
major contractor for a wide range of products and services. Northrop Grumman and L3 Communications 
show up in both years, but both also have less than half the total contract dollars in 2011 than in 2006. 
Meanwhile, EADS and General Dynamics, which did not appear in the top 20 in 2006, are the seventh- 
and eighth-largest contractors for DHS in 2011. 

 
 
 
 
 
 
 
 
 
 
 
 
 
                                                           
30 Philip Finnegan, “Top 25 Homeland Security Companies,” HS Today, March 2007, pp. 48–49. 
31 David Berteau et al., DHS Contract Spending and the Supporting Industrial Base (Washington, D.C.: CSIS, July 
2011), http://csis.org/files/publication/110719_Berteau_DHSContractSpending_Web_0.pdf. 
32 Philip Finnegan, “Top 25 Homeland Security Companies,” HS Today, April 2012, p. 26. 

http://csis.org/files/publication/110719_Berteau_DHSContractSpending_Web_0.pdf
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Table 5-1. Top 20 DHS Contractors, 2006 and 2011 

 
Source: https://www.FPDS.gov; Bloomberg; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. 
 

Number of Small, Medium-sized, and Large Firms in the DHS Market—
Figure 5-1 
Figure 5-1 shows the number of contractors that were awarded DHS contracts in the years 2004 to 2011. 
Note that the reporting rules for FPDS changed in 2005, requiring all contracts worth $2,500 or more to 
be reported (as opposed to the previous reporting minimum of $25,000). This accounts for the significant 
rise in small and medium-sized firms between 2004 and 2005. Between 2005 and 2008, the number of 
small contractors has steadily increased, while that of medium-sized firms has fluctuated, and that of large 
contractors has been steady. Since 2008, the number of small businesses contracting with DHS has 
increased by over 600, while the number of medium-sized businesses has increased by 400. The number 
of large companies held steady from 2008 to 2010, but declined by 7 in 2011. The share of firms in each 
category in recent years has been remarkably consistent; no category varied by more than one percentage 
point in the 2008–2011 period. 

 

 

 

2006 Contractors 2006 2011 Contractors 2011

Rank Top 20 Contractors in 2006 2011 Millions Top 20 Contractors in 2011 2011 Millions
1 Fluor 1,657$                Huntington Ingalls Industries 1,053$               

2 Shaw Group 937$                   Computer Sciences Corp. 473$                  

3 Integrated Coast Guard Systems 643$                   IBM 470$                  

4 Bechtel 517$                   Lockheed Martin 446$                  

5 Ch2M Hill 481$                   SAIC 249$                  

Subtotal for Top 5 4,236 2,691

6 IBM 456$                   Hewlett-Packard 236$                  

7 Unisys 427$                   EADS 203$                  

8 L3 Communications 379$                   General Dynamics 201$                  

9 NISTAC 362$                   Booz Allen Hamilton 198$                  

10 American Red Cross 314$                   Bollinger Shipyards 187$                  

11 Northrop Grumman 262$                   L3 Communications 181$                  

12 SAIC 242$                   Safran SA 180$                  

13 JHM 191$                   Accenture 156$                  

14 GEO Group 183$                   Dell 156$                  

15 Akal Security 175$                   Defense Support Services 139$                  

16 Accenture 157$                   Unisys 138$                  

17 Dewberry 156$                   GEO Group 127$                  

18 Booz Allen Hamilton 150$                   Northrop Grumman 120$                  

19 General Electric 147$                   Security Consultants Group 110$                  

20 Parsons Brinckerhoff 146$                   Securitas AB 108$                  

Total for Top 20 7,983$                5,130$               

Total for all industry 17,943 14,217
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Figure 5-1. Number of Small, Medium-sized, and Large Firms in the DHS Market, 2004–
2011 

 
Source: https://www.FPDS.gov; Bloomberg; CSIS analysis. 

Note: This figure uses different criteria for company size than those used by federal small business regulations and 
thus may vary from official DHS publications. 

 

DHS Contract Obligations by Contractor Size—Figure 5-2 
Figure 5-2 shows the dollar value of the DHS market going to small, medium-sized, and large firms, as 
well as by the Big 6 defense contractors (Boeing, Lockheed Martin, General Dynamics, Raytheon, 
Northrop Grumman, and BAE) for the years 2004 to 2011. Each year since 2005, the large firms, of 
which there are just over 100 (see Figure 5-1), received slightly more contract dollars than both small and 
medium-sized firms. Moreover, large contractors received the biggest share of DHS contract dollars in 
every year except 2005. Since 2006, when large contractors accounted for 45 percent of DHS contract 
obligations, none of the size categories has varied by more than a few percentage points. Some recent 
trends are noteworthy, however; since 2008, medium-sized firms have increased their share from 25 
percent to 29 percent, while the share of DHS contract dollars going to the Big 6 has declined from 11 
percent to 7 percent in the same period. 

 The overall trend for the period 2008–2011 was mixed. Dollars going to small and large firms 
declined slightly (by -1 percent and -1.4 percent CAGRs, respectively), while medium-sized firms saw 
mild growth (4 percent CAGR), which runs counter to the conventional wisdom that there is a “squeeze” 
on mid-tier firms in government contracting. The Big 6 contractors, by contrast, saw a steep decline in 
contract value during the period (-15.4 percent CAGR). Part of this decrease is likely due to Northrop 
Grumman spinning off Huntington Ingalls Industries, which builds the National Security Cutter, in 2011. 

Relative to the guidelines set forth by the Small Business Administration, DHS has been 
successful in proportionally and consistently awarding contracts to small businesses. In 2011, contracts 
awarded to small firms accounted for 29 percent of total DHS contract obligations. By comparison, a 

https://www.fpds.gov/
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lower percentage of Department of Defense contract obligations go to small companies; in 2011 small 
contractors accounted for 16 percent of overall DoD contract obligations. Another notable difference 
between DoD and DHS contracting is the percentage of contract dollars that are awarded to the Big 6; in 
2011, 49 percent of DoD contract dollars were awarded to these 6 companies, compared to 16 percent of 
DHS contract dollars.33 

Figure 5-2. DHS Contract Obligations by Contractor Size, 2004–2011 

 
Source: https://www.FPDS.gov; Bloomberg; CSIS analysis. 

Note: Figures may not sum with those in other charts due to rounding. This figure uses different criteria for 
company size than those used by federal small business regulations and thus may vary from official DHS 
publications. 

  

                                                           
33 See David Berteau et al., U.S. Department of Defense Contract Spending and the Supporting Industrial Base 
(Washington, D.C.: CSIS, September 2012), p. 40, https://csis.org/files/publication/120914_Berteau_ 
DoDContractSpending_Web2.pdf. 

https://www.fpds.gov/
https://csis.org/files/publication/120914_Berteau_%20DoDContractSpending_Web2.pdf
https://csis.org/files/publication/120914_Berteau_%20DoDContractSpending_Web2.pdf
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6. Summary 
 

This report examines the Department of Homeland Security’s contract obligations at the federal level 
between 2004 and 2011. It uses FPDS data as the primary source. Overall, contract obligations have been 
relatively stable, with the most fluctuation in FEMA in the aftermath of natural disasters and in the Office 
of Procurement Operations following organizational changes within the department. Though there was 
little growth in total DHS contract obligations in the years 2004 to 2010, contract obligations were stable 
between 2010 and 2011, indicating that DHS was spared from the effects of current budget drawdowns. 

The analysis of DHS contract obligations reveals a decline in contracts for services, obligations 
for which have declined by over a billion dollars since 2009. Contract obligations for products, which had 
been largely stagnant for the second half of the last decade, increased dramatically in 2011, almost 
entirely driven by contracts for the Coast Guard. R&D, on the other hand, has consistently been a minor 
element of overall DHS contract obligations, accounting for some 3 percent of total contract obligations 
in recent years. In 2011, nearly 80 percent of R&D contract obligations went to development and testing 
efforts, while just over 20 percent went to basic and applied research. Furthermore, DHS obligations for 
R&D management and support contracts remain relatively high at 15 percent of total R&D spending, 
though in 2011 they were half of what they were, by value, in 2010. 

Broken down by individual component, the Coast Guard remained the largest contracting 
customer within DHS, but in 2011, OPO overtook CBP as the second largest, largely due to the transfer 
of the Federal Protective Service from ICE to OPO. Coast Guard obligations surged as it awarded 
contracts for the next batch of National Security Cutters. FEMA contract obligations, which in 2010 
reflected a deobligation of some $800 million, also increased significantly in 2011. 

An analysis of DHS contracts by competitiveness and funding mechanism showed several 
important trends. While only about half of DHS contract dollars were obligated as a result of competitions 
that received multiple offers, the amount of dollars obligated via competition increased steadily, 
particularly in post-Katrina years, while those that were obligated with no competition decreased. No-
competition contracts jumped sharply in 2011, though this was primarily due to a reclassification of 
contracts previously coded “unlabeled.” This may indicate that earlier years, which had sizeable dollar 
amounts classified as unlabeled, may have had more no-competition contracts than previously believed. 
Since 2007, there has been a rise in DHS fixed-price contracts and a relative decline in cost-
reimbursement contracts, a trend that falls in line with White House guidance from 2009 supporting the 
use of fixed-price contracts by federal departments and agencies. Lastly, analyzing DHS contracts by 
contract vehicle shows that Indefinite Delivery Vehicles (IDVs) continue to be the most commonly used 
type of contract vehicle and that multiple-award Indefinite Delivery Contracts (IDCs) have overtaken 
single-award IDCs for the first time as the IDV with the highest contract value. 

As with CSIS’s previous analysis of the industrial base supporting DHS, the profound effects of 
Hurricane Katrina on homeland security contract obligations and on the department’s contracting 
practices are noticeable when examining the top 20 DHS contractors in 2006. As DHS priority missions 
shifted from disaster relief and cleanup to building technology-intensive capabilities, so too did the 
composition of the top 20 contractor list. Many of the engineering and construction firms on the top 20 
list in 2006 were overtaken in 2011 by firms from the IT and consulting sectors. In fact, 4 of the top 5 
companies listed in 2011—Computer Sciences Corp., IBM, Lockheed Martin, and SAIC—have 
significant IT-related contracts with DHS, and none of these companies was in the top 5 in 2006. 

The changes in the top 20 companies supporting DHS are also indicative of the department’s shift 
in contracting practices. Whereas in 2006, DHS relied on the top 20 contractors to supply 44 percent of its 
security-related products and services, by 2011 this share had dropped to 36 percent. To a large degree, 
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this decrease can be explained by the absence of natural or man-made disasters and a spreading out of 
DHS contract dollars across a greater part of the industrial base. 

Small firms (as defined by FPDS) make up the majority of contractors in the DHS market, and 
these companies received some 30 percent of the contract dollars spent in 2011. Both small and large 
companies have maintained relatively stable shares of overall DHS contract obligations during the current 
drawdown, but medium-sized firms have shown small but steady growth during the same period. 
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