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My name is Linda Oliver.  I am the Deputy Director of the Department of Defense Small and Disadvantaged Business Utilization Office.  I am here representing the Secretary of Defense in response to Chairman Manzullo’s invitation to Secretary Rumsfeld to testify about small business contracting opportunities at the Department of Defense (DoD).  
I appreciate having this assignment because I look for any opportunity to discuss Department of Defense small business activities.  I am pleased to be in Illinois, and particularly in Chicago.  As an adolescent I read Carl Sandburg’s words about Chicago and thought it must be a wonderful place.  When I was 16 years old, I attended the National 4-H Club Congress here.  The Congress was just after Thanksgiving, so I saw the city in full dress for Christmas.  The visit confirmed my supposition that Chicago was the most exciting place in the world.  I have visited many times since and have discovered many other facets of this “City of the Big Shoulders.”  However, rather than go on about the museums and galleries and music and food, I will do what I have been asked to do, which is to discuss procurement opportunities at the Department of Defense. 

The Department of Defense has been transforming itself.  My office has led the small business part of the change.  Today I will talk to you about some of the changes and discuss the effect these changes are having on small businesses that do work with the Department of Defense.
Understanding Small Business Performance
Our office has established key projects that support goals set by Secretary Rumsfeld and specifically support priorities set by Mr. Michael Wynne, Principal Deputy Under Secretary of Defense (Acquisition, Technology and Logistics).  One of the first areas of transformation was to improve our ability to collect and analyze data relevant to our performance.  As a result of this effort, we are becoming better at understanding our accomplishments and shortcomings so that we are better able to advise the Department on policies that will be effective.

Historically, at the end of the fiscal year, we have had difficulty getting timely performance data relevant to the small business statutory goals.  While this is a problem we have not yet satisfactorily resolved, we do have preliminary figures for Fiscal Year 2003.   DoD awarded close to $190 billion in prime contracts to U.S. businesses, of which approximately 
$42 billion was awarded to small businesses -- our best-ever year for small business.   This means that over 22 percent of total DoD prime contract awards during Fiscal Year 2003 went to small business -- a remarkable one-year increase of nearly $9 billion.  The Defense Department awarded almost $12 billion to socially and economically disadvantaged small business concerns.  Small business subcontractors also have benefited from DoD’s increase in contract business opportunities.  For Fiscal Year 2002, the latest year for which we have compiled the data, small businesses received subcontract awards totaling over $25 billion -- $2 billion more than the prior year.
Our newly-developed ability to analyze data is allowing us to better understand our strengths and weaknesses.  We are starting to hear what the numbers are telling us and are using the information as we develop policies that strengthen our weaknesses and capitalize on our strengths.  As a part of our analysis, we compared DoD with our civilian agency counterparts focusing on the kinds of things we purchase -- sometimes called a comparison by product mix.    

We were pleased with what we found concerning our product mix comparison.  The Department’s overall Small Business Program is outstanding.  DoD provides the largest opportunity for small business in the U.S. Government -- both in terms of dollars and percentages -- using a product mix analysis.  Many of our major defense systems are produced only by large businesses, but when product mix is brought into the equation, the DoD Small Business Program outpaces the civilian agencies in contracts awarded to small businesses.  A recent analysis, using Fiscal Year 2002 results, demonstrates that if the DoD purchased the same mix of products that the civilian agencies purchased, then DoD would have awarded 27 percent of total defense acquisition dollars to small business.
Service-disabled Veteran-owned Small Business Goals
An area of emphasis for us for the past two years has been small businesses owned by service-disabled veterans.  We have been analyzing the difficulties in meeting our Congressionally mandated goal for contracting with these small businesses and we have been trying to determine what works and what does not.   

In Fiscal Year 2002, Congress gave the Executive Branch a goal of awarding 3 percent of its procurement dollars to Service-disabled Veteran-owned Small Businesses.  Each year since then, the goal applicable to DoD has been 3 percent.  In 2002 DoD awarded approximately $204 million in contracts to small businesses owned by service-disabled veterans.  Even though $204 million sounds like (and is) a lot of contract work, our accomplishment, when calculated as a percentage, was only 0.1 percent.  During this past fiscal year we tried to improve our performance by educating contracting officers and program managers about the goal and by urging them to consider small businesses owned by service-disabled veterans.  Preliminary figures for Fiscal Year 2003 indicate that we awarded $342 million to these businesses in 2003 -- again, a considerable amount of work, but a dismal percentage of only 0.2 percent.  Our analysis of our achievements indicated that what we were doing to improve our performance was not working fast enough for us to be able to achieve, in a reasonable time, what Congress had asked us to do.

In late 2003, Congress provided us with tools to help meet our goal.  On December 16, 2003, President Bush signed into law the Veterans Benefit Act of 2003.  The Act provides two discretionary tools.  Contracting officers may now award noncompetitively prime contracts to Service-disabled Veteran-owned Small Businesses, and contracting officers may also restrict competition to service-disabled veteran-owned small businesses.  While the law was effective on December 16, we will not see the impacts of these new tools until contracting officers are educated about their existence.  As a result, we have asked that the change in the Federal Acquisition Regulation (FAR) be “fast tracked.”  The Small Business Administration and the Federal Acquisition Regulations Council are working together to publish the changes as soon as possible.  
Our analysis of experience in achieving new small business goals tells us not to expect vast improvements in our achievements in this fiscal year.  The DoD is a very large ship to turn.  For example, it took us many years to achieve our Small Disadvantaged Business (SDB) goals.  Similarly, we have made steady progress on our HUBZone goals, which were given to us in 1997, but we are still not where we want to be.  One challenge in meeting our goal of awards to small businesses owned by service-disabled veterans is finding those businesses that sell things DoD buys.  One indicator of the extent of our problem is that today, only 4,715 of the 283,343 businesses registered in the Central Contractor Registration database (where a business must be registered in order to do business with DoD) were small businesses owned by service-disabled veterans.  Nevertheless, we do hope to see substantial improvements by Fiscal Year 2005.   
Improved Processing of Small Disadvantaged Business Certification
For several years my office has been hearing complaints concerning the Small Disadvantaged Business Certification Program.  We hear these complaints from owners of small disadvantaged businesses, from the large businesses that subcontract to SDBs, and from industry associations.  Armed with our new data analysis skills, we are attacking the problem.  First, we determined that the problem was more than anecdotal.  Next we worked with the SBA officials to persuade them that the process could be fixed without a substantial expenditure of resources.  

I am pleased to tell you today that the DoD Small and Disadvantaged Utilization Business Office, the Defense Acquisition University, and the Small Business Administration are joining ranks to improve the process for certifying Small Disadvantaged Businesses.   The objective of this team effort is to simplify the application process and to shorten the time it takes to review and approve the applications.  We will meet for two days next week to do some hard work.  This meeting is neither the first nor the last of our process improvement effort, but it will be an important event. 

With an improved process, the Department of Defense and its prime contractors will have more access to supplies and services offered by more Small Disadvantaged Businesses.  In addition, Small Disadvantaged Businesses will have more opportunities to compete for both prime contract awards and subcontract awards. 
Better Small Business Specialist Training
Another of Mr. Wynne’s goals upon which we are working is ensuring that we have a motivated, agile workforce.  In our world of small business, our small business specialists are the employees to whom we have turned our attention because they are the keystones of our success.

Currently, all acquisition personnel, of which small business specialists are a part, must successfully complete certain mandatory training courses at the entry, mid, and senior or executive level as part of their acquisition career path.  Each of these courses contains modules relating to the small business program and its requirements, thereby ensuring that all acquisition personnel are aware of the program and what they need to do to fulfill their program requirements and to report accurately on their actions.

In addition to the modules contained in acquisition courses, the Military Departments provide some training specific to small business specialists.  For example, the Air Force conducts a one week course entitled “Small Business-101” that provides the basics of performing satisfactorily as a small business specialist, primarily in a contracting activity environment.

While we think that a small business module in an acquisition course is important, we think that this is not enough.  The small business program is critical and should play a more prominent role in acquisition workforce training.

Towards this end, we are currently in the process of centralizing Small business specialists training within the Department.  We are developing a DoD Small Business course curriculum with mandatory participation by all Small business specialists.  As a start, we will have a basic course addressing the small business specialist functions and role in both the contract placement and contract management phases of the acquisition process. 

We recognize that small business suppliers are an important source of true innovation.  We, therefore, intend to emphasize other programs that might only be covered briefly in the current acquisition courses, such as the DoD Mentor Protégé Program and the Small Business Innovative Research Program.  We think there are innovative small businesses that may want to take advantage of the significant opportunities presented by these programs, and we believe that knowledgeable Small business specialists can help identify them.   

We are also looking toward the future development of additional curricula -- possibly including intermediate and advanced level courses, as well as expanding the universe of participants to include contracting and program management personnel.

You might ask why I mention this --

First, the Department has small business prime and subcontracting goals.  We believe that better educating the Department’s acquisition workforce (including Small business specialists) will facilitate an increased use of small businesses in our contracting efforts.  If the acquisition community has a greater understanding of the Program and of the challenges facing the small business community trying to compete for Defense dollars, the community will use small businesses more frequently.    

Second, by better understanding the entire small business program, we can more effectively insert small businesses into programs and acquisition cycles, meeting in part our objective of getting small businesses involved earlier in the acquisition process.   This is where we believe that the greatest opportunities exist.

Additionally, a better educated small business specialist workforce can provide more pertinent assistance to the acquisition, program management, and small business communities.  This workforce will be better equipped to assist emerging defense suppliers navigate the DoD enterprise.

And finally, conducting this training at the Department level, making the training mandatory for acquisition personnel, and looking toward the possibility of providing for a certification in small business, raises the level of visibility of the Small Business Program and its importance within the Department.  

Conclusion
I have given you a quick overview of problems and changes in the Department of Defense as they relate to small businesses.  I have discussed our new emphasis on using data analysis as a tool to help us sort policies that work from those that do not.  I talked about what we are doing to achieve the new service-disabled veteran-owned small business goals, and I mentioned our project to improve certification and recertification of SDBs.  I shared with you our high hopes for our on-going training project.  

I could spend several hours giving you an overview of other things we are doing -- things that are equally exciting to us and that we hope will improve small business opportunities.  I could also spend additional time discussing in greater depth the subjects on which I have touched.   I welcome the opportunity to amplify anything connected with our work; however, I also realize that your questions are the most important aspect of this hearing.  I look forward to your questions and to any comments you may have that will guide us toward working more effectively with small businesses.

Thank you.
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