GAO
Highlights

Highlights of GAO-17-644, a report to the
Committee on Armed Services, U.S. Senate

Why GAO Did This Study

Private industry investments in
research and development have
significantly outpaced DOD’s own
spending in this area over the past
three decades. Recognizing that this
situation is likely to continue, Congress
has passed legislation aimed at
enabling DOD to leverage technologies
made by companies that do not
typically do business with it, referred to
in this report as non-traditional
companies.

A Senate report included a provision
for GAO to review DOD efforts to
attract non-traditional companies that
could potentially develop their
commercial products for DOD’s use.
This report describes (1) key
challenges identified by non-traditional
companies when trying to do business
with DOD and (2) actions DOD is
taking to address them.

To perform this work, GAO conducted
interviews with 12 non-traditional
companies. Companies were selected
based on size, the amount of business
they had with DOD, and the type of
technology they produce. GAO
discussed the nature of the challenges
identified with the companies. In
addition, GAO obtained information
from DOD on steps it is taking to
mitigate identified challenges through
document reviews and interviews with
military service and Office of the
Secretary of Defense officials.

What GAO Recommends

Although GAO is not making
recommendations, DOD reviewed a
draft of this report and had no
comments.

View GAO-17-644. For more information,
contact Michael Sullivan at (202) 512-4841 or
sullivanm@gao.gov.

MILITARY ACQUISITIONS

DOD Is Taking Steps to Address Challenges Faced by
Certain Companies

What GAO Found

According to representatives from 12 innovative companies that do not typically
do business with the Department of Defense (DOD), there are several
challenges that deter them from selling their products and services to DOD or
further developing their products and services for military use. These challenges
can be grouped into the six areas shown in the table below.

Challenges That Deter Companies from Developing Products for Military Use
Complexity of DOD’s process Intellectual property rights concerns
Unstable budget environment Government-specific contract terms and conditions
Long contracting timelines Inexperienced DOD contracting workforce

Source: GAO presentation of company observations. | GAO-17-644

According to these company representatives, collectively these challenges have
created an environment where companies choose to either not pursue DOD
business or believe that their resources could be better spent pursuing
commercial business where the cost to compete is lower and selection decisions
are made faster. For example, 1 of the 12 companies GAO spoke with
conducted a cost comparison study and found that it took 25 full time employees,
12 months and millions of dollars to prepare a proposal for a DOD contract. In
contrast, the study found that the company used 3 part time employees, 2
months, and only thousands of dollars to prepare a commercial contract for a
similar product.

DOD is taking steps to implement some of the requirements that Congress
mandated in recent legislation to address some of these challenges, as well as
implementing other innovative solutions. For example, as required by Congress,
DOD established an advisory panel to identify opportunities to streamline the
acquisition process, including recommending regulations that should be
eliminated. The panel, which consists of 18 current and former DOD executives,
expects to issue a final report in 2018. Each of the military services also has
efforts underway to shorten their contracting process. In addition, DOD
established an innovation unit in April 2015 to reach out to companies that do not
typically do business with the department and facilitate business agreements
within a desired period of 60 days using the process below.

Defense Innovation Unit Experimental (DIUx) Other Transaction Award Process
60 days on average

LFinish
Companies

submit short

solution briefs

DIUx posts a
Technology
Area of Interest

Full proposals
submitted

Funding
awarded

DIUx evaluates
each brief

Source: GAO presentation of DIUx data. | GAO-17-644

Because many of the steps and initiatives that DOD is undertaking are in the
early stages of implementation, it is too early at this time to determine whether
they will address all of the challenges identified by companies that normally do
not do business with the department.

United States Government Accountability Office
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