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The Honorab l e W i l l i am V. Roth, Jr. 
Un ited States Senate 

Dear Senator Roth: 

Th is report responds to you 4 request that we eva luate the accuracy of 
compet it i on stat ist ics inc l uded in Department of Defense (DOD) reports 
to the Congress to determine whether the stat ist ics proper ly show the 
extent of compet it i on in defense procurement. It a lso conta ins informa- 
t ion on contract ing off icers’ use of noncompet it i ve pr ic ing safeguards to 
negot iate contracts that DOD has reported as compet it ive. 

Background DOD spends b i l l i ons of do l l ars annua l l y to purchase products and ser- 
v i ces from the pr ivate sector. Histor ica l l y, the Congress has requ ired 
that purchases by federa l agenc i es be based on compet it i on in the mar- 
ketp lace, whenever pract icab le. 

The Congress enacted the Compet it i on in Contract ing Act (CICA) of 1984 
(Pub l i c Law 98-369) to increase the use of fu l l and open compet it i ve pro- 
cedures and l im it unnecessary so le-source contract ing. To g ive v is ib i l i ty 
in these areas, execut ive agenc i es were requ ired to subm it annua l  
reports to the Congress address ing (1) the act ions the head of the 
agency intended to take dur ing the next f isca l year to increase compet i- 
t ion for contracts and reduce the number and do l lar va l ue of noncom- 
pet it ive contracts and (2) the accomp l i shments of the compet it i on 
advocate dur ing the prev ious f isca l year. The congress iona l report ing 
requ irement perta ined to the compet it i on stat ist ics for the 5 f isca l years 
from 1985 to 1989. 

Off ice of Federa l Procurement Po l i cy (OFPP) prov ided execut ive agenc i es 
gu i dance on report ing compet it i on stat ist ics to the Congress. OFPP 
d irected execut ive agenc i es to report accomp l i shments under the 
head i ng ent it led Act ions Ava i l ab l e for Compet it i on in three ma jor 
categor ies: 

. act ions competed, 
l fo l l ow-on to competed act ions, and 
. act ions not competed. 
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OFPP def i ned the act ions competed category to inc l ude contracts 
invo lv i ng 

. fu l l a n d  open compet it i on, 

. fu l l a n d  open compet it i on with on l y o ne respons ib l e offer/b id rece ived, 
and 

l l ess than fu l l a n d  open compet it i on with more than one offer/b id 
rece ived. 

Resu lts in Brief DOD has reported its compet it i on stat ist ics to the Congress in accordance 
with OFPP gu i dance. Th is gu i dance addresses compet it i on in the context 
of CICA and, therefore, pr imar i ly focuses on the degree of compet it i on 
sought through contract so l i c itat ion procedures. 

In its reports to the Congress, DOD reported fo l l ow-on and one-b i d con- 
tracts as “assoc i ated with compet it i ve act ions” and i nc l uded them in its 
compet it i ve stat ist ics. A lthough these contracts may be assoc i ated with 
compet it i ve act ions, they are not compet it i ve when v i ewed in the con- 
text of ach i ev i ng actua l compet it i on between two or more respons ive, 
respons ib l e b idders. 

Our rev iew of a samp l e of fo l l ow-on and one-b i dder contracts showed 
that DOD contract ing off icers respons ib l e for award i ng such contracts 
treated them as noncompet i t i ve contracts and used appropr iate safe- 
guards des i gned to ensure the negot i at i on of fa ir a nd reasonab l e pr ices. 

CICA requ ired execut i ve agenc i es to report the ir compet it i on stat ist ics to 
the Congress for the 6 f isca l years from 1985 to 1989. Because that 
requ i rement has exp ired, th is report makes no recommendat i ons 
regard i ng DOD'S compet it i on reports. 

Deta i l ed informat ion that c lear ly reports the compet it i on stat ist ics of 
federa l agenc i es is ava i l ab l e through the Federa l  Procurement Data 
System. 

Extent of Compet it i ve The compet it i on reports DOD subm itted to the Congress showed an 

Awards Not C lear ly 
Reported ” 

i ncreas ing rate of compet it i on in defense procurement. For examp l e, 
accord i ng to DOD'S f isca l year 198’7 transmitta l letter to the Congress: 
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“Seventy-e i ght percent of our contract do l l ars were assoc i ated w ith compet i t i ve 
act ions. Of these, the Department-w ide rate of competed procurement do l l ars in 
f isca l year 1987 was 60.3 percent. Another 17.7 percent of contract do l l ars were 
fo l l ow-on act ions to in it ia l ly competed contracts. Our rate of competed procurement 
is a lmost s ix percent h igher than that of f isca l year 1986 and more than f ifty per- 
cent h igher than in f isca l year 1983”. 

In March  1989, the DOD Off ice of Inspector Genera l  reported that the 
annua l  compet i t i o n reports overstated the percentage of contract do l l ars 
awarded on a compet i t i v e bas i s.1 T h e  Inspector Genera l , after rev i ew i ng 
the f i sca l  years 1986 and 1987 reports, stated “...JIOD reported to Con- 
gress that over 75 percent of DOD’S contract do l l ars for FY  [f isca l  year] 
1986 and FY  1987 were assoc i a ted w ith compet i t i v e act i ons, when  the 
actua l  percentage of compet i t i v e act i ons was  l e ss than 40 percent for 
both years.” 

T h e  Inspector Genera l  c i ted a var i ety of c a u s e s  for the overstated stat is- 
t ica l  data. T h e  DOD Inspector Genera l  a l s o reported that DOD prepared its 
compet i t i o n stat i st i cs i n accordance w ith OF TP gu i dance. 

T h e  Ass i s tant Secretary of Defense (Product i on and Log i st i cs) d i sagreed 
w ith the Inspector Genera l ’s  conc l u s i o n and stated: 

“T h e  ma j or i ssue addressed in the aud it is the a l l egat ion that the amount of compe- 
t it ion that DOD ach i eves is gross ly overstated by c lass ify ing as compet i t i ve those 
procurements wh i ch were i ssued us i ng compet i t i ve procedures but wh i ch resu lted in 
the subm iss i on of a b id or proposa l  by on l y one respons i b l e source. T h e  aud it report 
conc l udes that compet i t i on was thus overstated by $17 b i l l i on in FY  86. W e  strong ly 
d i sagree w ith the conc l us i on. T h e  Compet i t i on in Contract i ng Act (CICA) c lear ly 
emphas i z es compet i t i on as a character ist ic of so l i c itat ion procedures. In our exper i- 
ence, the benef its of compet i t i on are obta i ned when compet i t i ve so l i c itat ion proce- 
dures are used, even though on l y one source responds.” 

We  a l so have two concerns about the compet i t i o n reports DOD subm i tted 
to the Congress. F irst, DOD’S stat i st i cs on contract do l l ars “assoc i a ted 
w ith compet i t i v e act i ons” i nc l u de fo l l ow-on contracts that are genera l l y  
awarded to current i n c umbent producers on a noncompet i t i v e bas i s. 
Therefore, fo l l ow-on contracts, b y  the ir nature, are not act i ons c om- 
peted. Consequent l y , we  do not be l i e ve fo l l ow-on contracts shou l d  be 
i nc l u ded i n DOD’S compet i t i o n reports un l e ss they i n vo l v e the use of c om- 
pet it i ve so l i c i tat i on procedures or actua l l y  i n vo l v e compet i t i o n between 
two or more respons i ve, respons i b l e  offerors. 

‘Va l i d i ty of Compet i t i o n  Stat i st i cs Be i n g  Reporte d  b y  DOD, Off i ce of the Inspector Genera l ,  Mar. 28, 
1989 (No. 89462). 
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Second, OFPP gu i d ance requ i red stat ist i cs on act i ons competed to i nc l ude 
contracts where compet i t i ve procedures were used but on l y one b i d was 
rece i ved. W e  be l i e ve that wh i l e contracts in th is category may  meet the 
cm requ i rement for compet i t i ve so l i c i tat ion procedures, they are not 
contracts awarded through actua l  compet i t i on between at l east two 
respons i ve, respons i b l e b i dders. DOD, on the other hand, contends that 
the benef i ts of compet i t i on are obta i ned when compet i t i ve so l i c i tat ion 
procedures are used. W e  note that CICA requ i res execut i ve agenc i e s to 
ma i nta i n separate records on th is type of procurement under the des i g- 
nat i on of “noncompet i t i v e procurements us i ng compet i t i ve procedures.” 

W e  be l i e ve that in def i n i ng act i ons competed, the OFPP gu i d ance b l urs 
the d ist i nct i on between compet i t i ve so l i c i tat ion procedures and actua l  
compet i t i on i nvo l v i ng more than one b idder. As a resu lt, reports sub- 
m itted us i ng OWP gu i d ance cou l d be m is i nterpreted, thus inf lat ing the 
agenc i e s’ success in award i ng contracts compet i t i ve l y. W e  be l i e ve that 
s omeone who is not fami l i ar w ith CICA po l i cy, or the dFPP gu i dance, cou l d 
m is i nterpret the agenc i e s’ stat ist ics. 

DOD Contract i ng 
O ff icers Used 
Appropr i ate Pr ic i ng 
Safeguards 

We  rev i ewed 15 contracts-10 fo l l ow-on contracts and 5 where on l y one 
b i d was rece i ved-to determ ine whether DOD contract i ng off icers 
treated the procurements as compet i t i ve or noncompet i t i ve. For the pur- 
pose of negot i at i ng fa ir and reasonab l e pr i ces, the contract i ng off icers 
treated a l l  1 5 procurements as noncompet i t i v e contracts and used the 
appropr i ate safeguards, On 9 of the 10 fo l l ow-on contracts, the con- 
tract ing off icers used the safeguard of requ ir i ng each so l e-source con- 
tractor to subm it a Cert if i cate of Current Cost or Pr ic i ng Data. Th i s i s a 
cert if i cat ion by the contractor that data subm itted in support of con- 
tract negot i at i ons was accurate, comp l ete, and current as of the date 
pr i ce agreement was reached, as requ i red by the Truth in Negot i at i ons 
Act (Pub l i c L aw 87-663, as amended). The contract i ng off icer wa i ved 
the cert if i cate requ i rement on the 10th contract after the Defense Con- 
tract Aud i t Agency and an Air Force factf ind i ng team rev i ewed the con- 
tractor’s request for a wa i ver based on a determ inat i on that the i tem 
purchased qua l i f i ed as a commerc i a l  cata l og i tem. DOD contract i ng 
off icers a l so requ i red contractors to subm it cert if i cates on the f ive con- 
tracts where on l y one b i dder responded. 

Federa l  Procurement Deta i l ed i nformat ion on DOD’S procurement stat ist i cs is ava i l ab l e 

Data System through the Federa l  Procurement Data System, wh i ch started co l l ect i ng 
data on October 1, 1978. Its annua l  report-the Federa l  Procurement 
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Report-prov i des a deta i l ed ana l ys i s of federa l agenc i e s’ contract 
act i ons. Th i s ana l ys i s s h ows 78 character i st i cs of the agenc i e s’ con- 
tract ing act iv i t i es, i nc l ud i ng the contract act i ons (and contract do l l ars) 
where fu l l a nd open compet i t i on was used but on l y one b i d was rece i ved 
and those that were fo l l ow-on act i ons to a competed act ion. 

Scope and 
Methodo l ogy 

To eva l uate DOD'S compet i t i on stat ist ics, we ana l y zed the Inspector Gen- 
era l’s  March 1989 report and DOD'S response to it. W e  d i s cussed the 
report w ith Inspector Genera l  off ic i a l s and DOD off ic ia l s. W e  a l so 
rev i ewed the leg i s l at i ve h i story surround i ng CICA and its report ing 
requ i rements and ana l y zed OFPP gu i d ance for report ing compet i t i on sta- 
t ist ics and the annua l  report of the Federa l  Procurement Data System. 

To determ ine whether DOD contract i ng off icers used appropr i ate pr ic i ng 
safeguards, we se l ected a j udgmenta l  s amp l e  of procurement act i ons 
from DOD'S DD350 data base and those rev i ewed by the DOD Inspector 
Genera l . W e  rev i ewed the contract negot i at i on documents to determ ine 
whether a cert if i cate of cost or pr ic i ng data was obta i ned and inter- 
v i ewed DOD off ic ia l s, i nc l ud i ng, in s ome cases, the contract i ng off icers 
respons i b l e for award i ng the contracts. W e  d i d not i ndependent l y ver ify 
or va l i date the accuracy of the DD350 data base or the Federa l  Procure- 
ment Data System reports. 

W e  made  our rev i ew between November 1989 and Apr i l  1 991 in accor- 
dance w ith genera l l y accepted government aud i t i ng standards. 

As agreed, we d i d not obta i n wr itten agency comments. However, we 
d i s cussed the resu lts of our work w ith respons i b l e DOD off ic i a l s and 
i ncorporated the ir c omments as appropr iate. 

IJn l ess you pub l i c l y announce its contents ear l i er, we p l an no further 
d istr ibut ion of th is report unt i l  3 0 days from its date. At that t ime, we 
wi l l  s end cop i es to the Secretar i es of Defense, the Air Force, the Army, 
and the Navy and the Director, Defense Log i st i cs Agency. W e  wi l l  a l so 
send cop i es to i nterested part ies and make  cop i es ava i l ab l e to others on 
request. 
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(366666) 

Please contract m e  at (202) 27643400 if y o u or your staff have any ques- 
t i ons concern i n g th i s report. T h e  staff who  ma d e  ma j o r contr i but i ons to 
th i s report were Dav i d  E. Cooper, Ass i s tant Director, John L. Carter, 
Eva l uator- i n-Charge, and Sh i r l ey E. To d d  and Mary  W . Deese, Staff 
Eva l uators. 

S i ncere l y  yours, 

Pau l  F. Math  
Director, Research, Deve l o pment, 

Acqu i s i t i on, and Procurement Issues 
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Orch i rrg Informat, iorr 

‘l’hr, f irs1 f ive cop it~s of taach ( hW report are free. Add it i ona l  cop i es 
itrt* $ 2  t*a<‘h. Ordthrs shou l d b e  sent to the fo l l ow ing address, accom- 
parr itbt l by a  &x-k or rnont~y order mad e  out t,o the Super i ntendent 
of Ih~r~nents, when net-essary. Orders for 1 0 0  or more cop i es to b e  
mai lt*t l t,o a  s ing l e address are d i scount.ed 2 6  percent. 

I J.S. (hnt~ra l  hconnt i ng Off ice 
I’.(). Hox 6 0 1 5  
Ga itht~rsburg, MD 208 7 7  

Ordthrs may a l so b e  p l aced by ca l l i ng (202) 2756241. 
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