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 �Thanks David

This presentation will review trends from contracting and OTAs that include FY 2022 and selectively the first quarter of FY 2023.

Russia’s war in Ukraine increased the salience of production and surge capacity and this data helps us see how the acquisition has, and has not yet, responded. 
I’d like to thank my colleagues, Alexander Holderness, Cynthia Cook, and Nicholas Velazquez for their assistance in maintaining and analyzing this data.

mailto:Gsanders@CSIS.org
https://www.army.mil/article/261260/usasac_moving_multibillion_dollar_military_aid_to_ukraine_at_record_speeds
https://www.army.mil/article/261260/usasac_moving_multibillion_dollar_military_aid_to_ukraine_at_record_speeds

Open source acquisition can aid in benchmark National

Defense Industrial Strategy (NDIS) action items

This presentation examines three categories of action items and
illustrative outcomes:

* Production Capacity and Munitions

* The Supplier Base and Non-Iraditional Defense Contractors
* The Range of Contracting Approaches
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I argue that the data shows four key trends
First, big picture, contract spending has grown to keep up with inflation
But contracting and OTA spending in FY2022 did not reflect a shift in priorities towards Ukraine or recapitalizing drawdowns
By FY 2023 Q1 this spending has begun to arrive, and it’s important to emphasize what more is to come and the significant efforts outside the scope of this data
The DOD response to COVID-19, which benefit from pre-existing investments and tools, is less applicable to these new problems but will be worth studying for its speed and volume


“Increase in DIB capacity” (Action Iltem 2.1.2.1) seen 1n organic DIB and

suggested by contract obligation for ordnance & missiles (59.3%) and ships
& submarines (11.5%), but air & missile defense 1s shrinking (-6.7%)
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Sam Skove, Defense One, Nov. 27, 2023; initial chart by Govini; and CSIS analysis.
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“Congress can explore allocating additional funding for contracts and other
incentives (tax incentives, regulatory relief, long-term contracts) aimed

specifically at building and maintaining spare production capacity.”
Market Share of DOD Contracts by Initial Award
or Task Order Ultimate Duration, FY 2007-FY 2023
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Source: FPDS and CSIS analysis.
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“The DoD will seek to expand the use of multi-year procurement
(MYP)” (Part of Action Item 2.3.2.6): Multi-year contracting has

surged 41 percent to nearly $26.0 billion in FY 2023

Market Share of DOD Contracts to Multiyear Procurement
by Platform and Product or Service, 2000-2023
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Source: FPDS and CSIS analysis.
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Action Item 2.1.2.4 “Diversify Supplier Base and Invest in New

Production Methods” will be a measurement challenge
DOD Contract Obligations by Vendor Size, FY 2000-FY 2023 Q1-Q2
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lllustrative Outcome/Qutput: “Increase in number of suppliers newly doing

business with the Department” seeks to reverse a longstanding decline

Number of Defense Contractors by Annual Small Business
Status and Size of Largest Federal Contract
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But while small contract vendors are numerous, no more than 5% of

obligations went to vendors winning only contracts under $7.5 million

Defense Contract Obligations by Small Business Status
and Size of Largest Federal Contract, FY 2007-FY 2023
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The number of contractors fell by 9% from FY 20 to FY ‘23 but the number of

vendors with contracts over $7.5 million fell by only 0.2% to 11.4 K

DOD Contractor Count by Small Business Status and
Size of Largest Federal Contract

Status Federal Contract |2007 ‘23

$10 K- <$250 K 26.7K 165K 12.5K 102K -62% -38% -18%

Consi | $250 K - <$2.0 M 83K 65K 63K 59K -29% -10%  -7%
sg}’;:s‘\j‘::'c‘lgr $2.0 M - <$7.5M 37K 37K 36K 34K  -8% 9% -8%
$7.5 M or greater 32K 6.1K 59K 6.1K  90% 0% 5%
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“Increase in Off-the-Shelf acquisition supporting critical programs” (Action

Item 2.3.2.3): Use of commercial authorities for COVID-19 has receded, but
the nearly $84.0 billion spent in FY 2023 is still 1.5% above FY 2020

Defense Contract Obligations by Non-Traditional Status and
Cost Accounting Standards Exemption, FY 2007-FY 2023
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“Increase in range of contracting types and authorities used” (Action Item

2.3.2.5): OTAs for prototypes are up 30.4% to $13.6 billion and OTAs
oroduction nearly doubled to $2.1 billion
Defense OTA Obligations by Customer and Type, FY 2015-FY 2024 Q1
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Real DOD contract obligations rose 5.3% in FY 2023,

faster than overall DOD outlay growth of 2.0%
Defense Contract Obligations and Outlays, FY 1990-FY 2023
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Important nuances to topline trends: Lumpiness of F-35

contracts and the drawdown of Army COVID-19 spend
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When considering contract spending by platform, as shown in FY 2022 spending shows one strikingly counterintuitive result: the largest decline was in ordnance and missile spending. That category fell to $20.5B, a 13 percent decline, a result that will merit closer inspection given the demand for both munitions to backfill U.S. and allied stocks as well as ongoing research into hypersonic missiles. 

Much of this can be attributed to obligations for the guided missile product category falling from $6.6B to $5.1B. Some of this change included normal whipsaws in project funding, notably the Trident II. However, other shifts are more perplexing. The Guided Multiple Launch Rocket System (GMLRS) dropped from $1.8B in FY 2021 to $1.3B in FY 2022.

Obligations for space systems increased by 18 percent to over $11B in unclassified contracts.  The second largest increase was in missile defense, which rose by 7 percent to nearly $15B. That level is still below the recent peak of over $21 billion in 2020 but may represent a shift driven in part by the demonstration of Russian missile attacks against Ukraine, including the regular targeting of power facilities and civilians.

We’ll return to these platforms later to see that several of these trends have reversed themselves in FY23 Q1

Platform Portfolio	2015	2021	2022	2021-2022	2015-2022	Share 2022
 Aircraft 		74.00B	79.76B	78.74B	-1%	6%	19%
 Electr, Comms, & Sensors 	47.32B	53.00B	53.57B	1%	13%	13%
 Facilities and Construction 	45.78B	54.70B	57.29B	5%	25%	13%
 Land Vehicles 	8.99B	10.36B	10.76B	4%	20%	3%
 Missile Defense 	11.25B	12.94B	13.82B	7%	23%	3%
 Ordnance and Missiles 	15.89B	23.49B	20.48B	-13%	29%	6%
 Other Products 	25.27B	57.21B	58.51B	2%	132%	14%
 Other R&D and Know Based 	39.90B	46.22B	41.59B	-10%	4%	11%
 Other Services 	27.54B	30.81B	30.79B	0%	12%	7%
 Ships & Submarines 	25.76B	35.86B	37.54B	5%	46%	9%
 Space Systems 	7.15B	9.54B	11.30B	18%	58%	2%
 Unlabeled 		0.00B	0.00B	0.00B	137%	2626%	0%
 Grand Total 		328.87B	413.88B	414.38B	0.1%	26%	100%



R&D and prototype obligations rose 20 percent, boosted

by a resurgence of OTAs for prototypes ($13.6 billion)

Defense Contract Obligations by Product, Service, and R&D and
OTA Obligations by Agreement Type, FY 2015-FY 2023

e% Services R&D and Products and

ﬁ Prototypes Production

c -

< 250B

S 200B-

3 Il Contract for Services
2 1508 - OTA for Prototype

o) B Contract for R&D

© 1008 - OTA for Production
% 50B 4 B Contract for Products
s . aEnEREEES

> 15 17 19 21 23 15 17 19 21 23 ‘15 17 19 21 ‘23

8 Fiscal Year

Note: Unlabeled contract product, service, and R&D areas
as well as unlabeled OTA agreement types not shown.
Source: FPDS and CSIS analysis.

m 15

EEEEEEEEEEEEEEEEEE
INITIAT ¥ES OROUP

CENTER FOR STRATEGIC &
INTERNATIONAL STUDIES

CSIS



Ukraine response shown in jumps for ordnance & missile (59%),
ships submarines (11.5%); but a fall in air & missile defense (-

13%)

Defense Contract Obligations by Platform Portfolio, FY 1990-FY 2023
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