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1. Executive Summary 

The Department of State (Department) contracts for services it requires around the world and this 

is a task which evolves and changes according to current events.  The Department continues to 

examine and improve its procurements in accordance with pertinent policies.  One of those 

policies is meeting the Office of Management and Budget’s (OMB) requirement to perform an 

annual inventory of service contracts to determine whether there is an overreliance on 

contractors and to affirm that inherently governmental (IG) functions are not procured via 

contract. 

Testifying before the House Subcommittee on National Security, Homeland Defense, and 

Foreign Operations on October 12, 2011 on the transition to a civilian-led mission in Iraq, Under 

Secretary for Management Patrick Kennedy stated that, “Throughout our contracting efforts, the 

Department is always cognizant of IG functions, and we contract for services that are not IG.” 

OMB released guidelines in a November 5, 2010 memorandum
1
 to Chief Acquisition Officers 

and Senior Procurement Executives mandating that civilian agencies prepare an annual inventory 

of service contracts.  OMB requires agencies to conduct an annual inventory of service contracts 

with a dollar value greater than $25,000, including those contracts carried out on their behalf by 

other agencies.  This is an annual reporting requirement with the data collection and analysis 

phase to be completed by June 30
th
 of each year followed by the Department’s submission in 

December of the same calendar year.   

Given the constraints of the sequester, examining costs across private and public sectors is 

prudent to determine how best to absorb pending cuts.  As the Federal Activities Inventory 

Reform (FAIR) Act and the Service Contract Inventory (SCI) become more intertwined, they can 

be leveraged to assist in this endeavor.  Connecting Government Full-Time Equivalents (GFTE) 

with contractor costs will underpin cost comparisons to analyze total expenditures by function. 

 

The Collaborative Strategy and Management office within the Bureau of Administration’s 

Executive Office (A/EX/CSM) of the United States Department of State performed the OMB 

mandated analysis on service contracts in accordance with section 743(e) of Division C of the 

FY 2010 Consolidated Appropriations Act, P.L. 111-117.  The analysis sought to determine 

whether or not the Department was contracting for IG functions, as well as to help identify if the 

Department was over reliant on contractors for Closely Associated to Inherently Governmental 

(CAIG) functions.  

The analysis sought the views of more than one hundred acquisition and program staff, including 

Contracting Officers (CO), Contracting Officer Representatives (COR), Government Technical 

Monitors (GTM) and Program/Project Managers (PM).  A/EX/CSM reviewed 103 contracts over 

the $25,000 threshold established by OMB, representing approximately $2.6 bill ion in 

acquisitions.  This figure represents a decrease from last year’s total value by approximately 

                                                           
1 The OMB Service Contract Inventory Memorandum can be found in Appendix D.  
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$500,000,000.   A/EX/CSM conducted a survey with the relevant acquisition and program staff,  

and followed the survey with meetings to clarify and analyze ambiguous responses.
 2
   

 

The analysis focused on contracts involving “special interest functions,” or those at a higher risk 

of workforce imbalance, including professional and management services and information 

technology support services.  The analysis also highlighted recommendations from the 

acquisition and program staff on what is needed to further strengthen the government’s oversight 

of contractor performance.  The SCI
3 
analysis revealed:  

¶ None of the analyzed contracts included unauthorized personal services. 

¶ Contractors performed CAIG functions on 39% of procurements reviewed in the 

analysis; CAIG functions are allowed to be performed by contractors or in-house 

personnel.   

¶ Contractors did not perform IG activities on any of the 67 contracts reviewed.  

¶ Total contract values for Product or Service Codes (PSC) reviewed this year was $5.9B.  

The actual value of the contracts that was reviewed this year was $2.6B or 44% of the 

total value of contracts in these PSC. 

 

                                                           
2 We contacted a total of 103 contract personnel and received responses from 67.  The 36 respondents who did not 
return the surveys were located in numerous bureaus throughout the Department . 
3 The summary of the Service Contract Inventory can be found in Appendix C. 
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2. Service Contract Inventory Information 

2.1. Background 

A/EX/CSM conducted the Department’s Service Contract Inventory in accordance with criteria 

stated in the November 5, 2010 OMB Service Contract Inventory memorandum,
4
 and Section 

743 of Division C of the FY 2010 Consolidated Appropriations Act, P.L. 111-117. These criteria 

require every executive branch civilian agency to compile a list of service contracts performed 

for, or on behalf of, the agency during the prior fiscal year.   

OMB requires agencies to perform a meaningful analysis as part of this inventory process.  The 

purpose of the analysis is to determine if proper oversight exists for work identified as CAIG and 

to also ensure that contractors are not performing IG work.  As required by section 743(e), the 

analysis should also identify contracts that have been poorly performed, as determined by the 

responsible contracting officer, because of excessive costs or inferior quality; and contracts that 

should be considered for conversion to: 

(I) performance by federal employees of the executive agency in accordance with 

agency insourcing guidelines required under section 736 of the Financial Services 

and General Government Appropriations Act, 2009 (Public Law 111-8, division 

D) and OMB Memorandum M-09-26; or 

(II)  an alternative acquisition approach that would better enable the agency to 

efficiently utilize its assets and achieve its public mission. 

A direct result of the SCI inventory analysis is that agency managers gain insight into where, and 

the extent to which, contractors are used to perform activities by analyzing how contracted 

resources are distributed by function and location across the agency and within the bureaus.  This 

insight is especially important for contracts whose performance may involve critical functions or 

CAIG functions.  Information about how contract resources are distributed may help determine if 

the Department practices are creating an over-reliance on contractors.   

To that end, the assessment team began the SCI data collection in February 2013.  Analysis of 

the data collected began in June 2013 and the Department will meet the OMB required 

submission date of December 31, 2013.   

 

 

 

 

                                                           
4 See Appendix D for the OMB Memorandum. 
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2.2. Linkage Between the Service Contract Inventory and other Department Initiatives 

 

The Quadrennial Diplomacy and Development Review (QDDR) 

The Quadrennial Diplomacy and Development Review (QDDR) seeks to strengthen the 

Department’s accountability and capacity to deliver results in a changed world by improving the 

integration and coordination of whole-of-government efforts and through a series of specific 

reforms in personnel, procurement, and planning.  Some of the actions the Department intends to 

pursue include: 

¶ continuing to build and support a workforce well-matched to the challenges of the 21
st
 

century, and ensure that we are deploying the right people to the right places at the right 

time;  

¶ changing the way we prepare, award, manage, and monitor contracts to ensure that IG 

functions are carried out by government personnel and that the contracts we do award 

serve our strategic interests and deliver results for the American taxpayer;  

¶ managing for results through more effective strategic planning and budgeting, data 

collection, and performance monitoring; and 

¶ consolidating the Department’s services, making sure to deliver supportive quality 

services and ensure further efficiencies and cost savings in the field. 

Taken collectively, these efforts provide the foundation for a more transparent and more 

effective Department. 

The results of the annual SCI can be a tool to develop trend analyses, track financial 

expenditures by PSC and Special Interest Functions, and monitor how well the Department is 

reforming its human resources, procurement, and planning capabilities to meet the needs of the 

21
st 

century. 

 

The FAIR ACT 

The FAIR Act of 1998 requires the head of each executive agency to submit, by the end of the 

third quarter of each fiscal year, a list of activities performed by federal employees that are 

classified as either IG or commercial.  IG is defined as a function that is so intimately related to 

the public interest as to require performance by Federal Government employees.  Examples of 

IG functions include the following actions: 

¶ to bind the United States to take or not to take some action by contract, policy, regulation, 

authorization, order, or otherwise; 

¶ to determine, protect, and advance United States economic, political, territorial, property, 

or other interests by military or diplomatic action, civil or criminal judicial proceedings, 

contract management, or otherwise; 
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¶ to significantly affect the life, liberty, or property of private persons; 

¶ to commission, appoint, direct, or control officers or employees of the United States; or 

¶ to exert ultimate control over the acquisition, use, or disposition of the property, real or 

personal, tangible or intangible, of the United States, including the collection, control, or 

disbursement of appropriated and other federal funds. 

The SCI currently provides dollar amounts expended on contracts.  It is anticipated that future 

SCI submissions will need to identify the number of contractor employees and first tier 

subcontractor employees, the total dollar amount invoiced for services, and the role the services 

play in achieving agency objectives.  This information, coupled with the FAIR Act information, 

will provide the Department with a more accurate understanding of ‘how many’ Full-Time 

Equivalents (FTE) (contractor and direct hire) are required to complete the mission of each 

bureau.  Until this point, only the federal side of the work equation was considered by reviewing 

the FAIR Act submission from each agency, however that did not paint the full picture of the 

total number of FTE that were dedicated to accomplishing the agency’s mission. 

Until now, the total size and cost of the government’s workforce, both federal employees and 

contractors, has been disputed.  By accounting for the contracted functions, federal managers 

will have a more accurate picture of how much they spend and how large their overall workforce 

is.  Further, for those functions that are strategic in nature, this information will clarify where 

potential human capital needs are.  For example, if a particular bureau has coded its functions as 

heavily IG, but also has a large contingent of contractors performing the same functions; it will 

be of interest to determine whether the function is commercial or whether IG functions are being 

performed by contractors.  In some cases, bureaus that have a small number of government staff 

but a large number of contractors may be overly reliant on the private sector workforce and may 

not have the ability to properly monitor the contractors and their activities.   
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3. Key Observations  

In accordance with the OMB SCI memo, the Department’s analysis included a review of the contracts and 

information in the inventory for the purpose of:  

1. Ensuring each contract in the inventory that is a personal services contract has been entered into, and is 

being performed, in accordance with applicable laws and regulations:  

There were no personal services being performed, as indicated by the survey respondents.   

2. Determining whether the agency is using contractor employees to perform IG functions:   

All survey respondents indicated that these contracts did not contain any IG functions. 

3. Determining whether the agency is giving special management attention, as set forth in FAR 37.114, to 

functions that are CAIG:  

In most cases where contractors performed CAIG functions, special management attention was 

provided by knowledgeable government personnel.   

 

Of the sixty-seven contracts in this analysis, 

26 respondents (39%) reported that 

contractor performance involved CAIG 

functions.  This is indicated in Figure 1.  

 

 

 

4. Determining whether the agency has specific safeguards and monitoring systems in place to ensure that 

work being performed by contractors has not changed or expanded during performance to become an IG 

function:  

Monitoring methods, such as having a COR or GTM in place to oversee contract requirements, 

ensured that work performed by contractors did not change or expand during contract 

performance to become an IG function.   

Government employees meet frequently with contract staff and their management to ensure contractor 

roles and tasks are well understood.  In addition, federal government and contractor roles are delineated 

in a manner that provides no overlap of function.  Contractor roles are determined by a Statement of 

Work (SOW) and as such are monitored by the CO, COR and GTM. 
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5. Determining whether the agency is using contractor employees to perform critical functions in such a 

way that could affect the ability of the agency to maintain control of its mission and operations: 

Based on respondentôs interpretation of ñcritical functionò in the sixty-seven contracts in this 

analysis, the data revealed that 60 respondents (90%) stated that contractors were not 

performing critical functions and 7 respondents (10% ) indicated that contractors were 

performing critical functions.  This is indicated in Figure 2. 

 

6.  Determining whether there are sufficient internal agency resources to manage and oversee contracts 

effectively: 

There were sufficient government CORs and GTMs to oversee contract requirements to maintain 

sufficient oversight of contract performance.  

  

For the sixty-seven contracts in this analysis, 

respondents overwhelmingly indicated that 

they had sufficient government expertise to 

oversee the contracts. The data revealed that 

64 respondents (96%) stated that they had 

sufficient government expertise, and 3 

respondents (4%) indicated that they did not 

have sufficient government expertise to 

oversee the contract. This is indicated in 

Figure 3. 
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4. Key Recommendations 

The SCI was a beneficial exercise for the Department.  Based on a thorough review and analysis in 

conducting our third annual report, we recommend the following actions to improve our efforts in the future. 

Our recommendations include: 

¶ When there is a switch of CO’s and/or COR’s on a contract, due diligence should be given to update 

those changes in the contract files and all electronic databases.  

¶ Procurement staff should do a thorough review of the Procurement Instrument Identifier (PIID) in 

comparison to the Indefinite Delivery Vehicles (IDVs) PIID to make sure that these numbers are 

correct and reference a distinct contract when they are loaded into the Federal Procurement Data 

System (FPDS).  

¶ Assemble the “Lessons Learned” by A/EX/CSM staff from the past three service contract analysis 

efforts and post them on A/EX/CSM’s SharePoint site to assist CO’s, COR’s, GTM’s and all others 

with future SCI analysis.  

¶ A/EX/CSM will  develop an electronic survey for collecting, maintaining and analyzing the data to 

identify additional trends and eliminate multiple entry requirements. 

¶ A/EX/CSM will  continue to support the Office of Acquisitions Management within the Bureau of 

Administration (A/LM/AQM) by providing guidance on the use of the Request for Services Contract 

Approval form “DS-4208” and by participating in the Office of Logistics Management’s (A/LM) 

COR Conferences.   

¶ A/EX/CSM is coordinating a revision of 3 Foreign Affairs Manual (FAM) 2160 policy on Balanced 

Workforce Guidelines and Procedures. 
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5. Appendix 

5.1. Appendix A:  Acronyms 

 

A/EX/CSM Collaborative Strategy and Management office within the Bureau of Administration’s Executive   

Office 

A/LM/AQM  Office of Acquisitions Management within the Bureau of Administration 

CAIG  Closely Associated to Inherently Governmental 

CO  Contracting Officer 

COR  Contracting Officer Representative  

FAIR  Federal Activities Inventory Reform Act 

FAM  Foreign Affairs Manual 

FAR  Federal Acquisition Regulation 

FPDS  Federal Procurement Data System  

FTE  Full Time Equivalent 

FY  Fiscal Year 

GFTE  Government Full Time Equivalent 

GTM  Government Technical Monitor  

IDV  Indefinite Delivery Vehicles 

IG  Inherently Governmental 

OMB  Office of Management and Budget  

PIB  Procurement Information Bulletin 

PIID  Procurement Instrument Identifier 

PM  Program/Project Manager   

PSC  Product or Service Code 

QDDR  Quadrennial Diplomacy and Development Review 

SCI  Service Contract Inventory  

USG  United States Government 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 



Department of State ς Appendix B:  FY12 Special Interest Function Codes Reviewed 
 
 

10 
 

5.2. Appendix B:  FY12 Special Interest Function Codes Reviewed 

 

SPECIAL INTEREST FUNCTIONS - FY2012 

Product 
or 

Service 
Code Product or Service Description 

Action 
Obligation 

PROFESSIONAL & MANAGEMENT SERVICES 

R406 POLICY REVIEW/DEVELOPMENT SERVICES $ 1,386,068 

R407 PROGRAM EVALUATION SERVICES $ 19,996,412 

R408 PROGRAM MANAGEMENT/SUPPORT SERVICES $ 583,398,110 

R409 PROGRAM REVIEW/DEVELOPMENT SERVICES $ 272,116 

R707 MGT SVCS/CONTRACT & PROCUREMENT SUP $ 40,867,295 

R423 INTELLIGENCE SERVICES $ 12,136,674 

R425 ENGINEERING AND TECHNICAL SERVICES $ 2,939,197 

R414 SYSTEMS ENGINEERING SERVICES $ 3,430,460 

R497 PERSONAL SERVICES CONTRACTS $ 4,170,475 

INFORMATION TECHNOLOGY SUPPORT SERVICES 

D302 ADP SYSTEMS DEVELOPMENT SERVICES $ 15,875,213 

D307 AUTOMATED INFORMATION SYSTEM SVCS $ 48,638,790 

D314 ADP ACQUISITION SUP SVCS $ 939,852 

D310 ADP BACKUP AND SECURITY SERVICES $ 11,086,234 

OTHER SERVICES 
Y1AA CONSTRUCTION OF OFFICE BUILDINGS $ 1,131,631,742 

S206 HOUSEKEEPING- GUARD $ 806,099,024 

R408 SUPPORT- PROFESSIONAL: PROGRAM MANAGEMENT/SUPPORT see above 

D399 IT AND TELECOM- OTHER IT AND TELECOMMUNICATIONS $ 581,118,102 

J015 MAINT/REPAIR/REBUILD OF EQUIPMENT- AIRCRAFT AND AIRFRAME 
STRUCTURAL COMPONENTS 

$ 470,078,800 

R706 SUPPORT- MANAGEMENT: LOGISTICS SUPPORT $ 420,397,899 

R699 SUPPORT- ADMINISTRATIVE: OTHER $ 185,615,993 

R799 SUPPORT- MANAGEMENT: OTHER $ 119,191,791 

R499 SUPPORT- PROFESSIONAL: OTHER $ 106,463,618 

S216  HOUSEKEEPING-FACILITIES OPERATIONS SUPPORT $101,619,006 
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5.3 Appendix C: Service Contract Inventory Summary 
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5.4 Appendix D:  OMB Service Contract Inventory Memo 
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