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Fundamental Skills of Strategic Leadership

Jenni R. Johnston
B.A. Individualized Degree Program

ABSTRACT

Leaders in today’s organizations make decisions for how companies will proceed into the future. They have the burden of
pushing an organization toward new growth or preserving its resources to mitigate potential risks. Using past experiences
and a diverse knowledge base, certain leaders can foresee future problems and set up processes to maintain a company’s
vision and goals. This type of leader has been termed a strategic leader (Schoemaker et al., 2013). Strategic leaders must
have the skills and knowledge to analyze situations and implement changes for success, influence those around them, and
have an aptitude for strategic thinking and planning to give their organization a competitive edge. This paper will go through
the fundamental skills anyone can learn to become a strategic leader.

Bloom’s Taxonomy and Essential Skills

A strategic leader must think in a variety of ways using past
experiences and present knowledge to make informed deci-
sions about how an organization should operate. Certain
skills can be learned through practice, while others may be
inherent in a personality. These skills can set a strategic
leader apart from an everyday administrator.

Bloom’s Taxonomy

Bloom’s Taxonomy is a concept that can be utilized in many
sectors as a tool for learning and developing the cognitive
skills needed to think strategically. This methodology con-
sists of six levels. The levels can be utilized as building
blocks working from one to the next. The lower levels are
the fundamental skills, and the higher are more complex.
These levels, however, do not have to be utilized in any
specific order. Many people have different levels of cogni-
tion and may use different levels at various times in their
careers (Sarfraz, 2017). The six levels are:

1. knowledge gained through the recall of facts and
ideas; 2. comprehension of these facts and ideas
and how they connect; 3. application of different
facts, knowledge, and methods in existing or new
structures; 4. analysis, examination, and gathering
of ideas and information; 5. evaluation and synthe-
sis of data and information in old and new ways;
and 6. creation of criteria sets that confirm the
quality of work or ideas and thus justifies decisions
or judgments made or new products or services
created (“How to Build and Enhance Strategic
Leadership Capabilities,” p. 20).

An example of a person who utilized Bloom’s taxonomy was
Steve Jobs. Jobs was on a continual learning journey be-
tween the taxonomy levels. He was labeled a strategic lead-
er for his ability to use his knowledge in multiple unrelated
fields to grow his ideas and inspire those around him to be-
lieve in his process. Through his various studies, he was
able to comprehend and connect concepts that did not nor-
mally go together. He would then apply and analyze his
ideas, evaluate, and create. Jobs was not only able to cre-
ate new technology, but also implement old technology in
new ways. His most powerful skill was knowing how to moti-
vate people. He was able to see traits in others that he knew
would be valuable in the future. His vision not only changed

technology, but had a ripple effect on society that continues
even today (Safraz, 2017).

Essential Skills

Schoemaker et al. (2013) outline six essential skills of a
strategic leader in a similar fashion, but with a simpler ap-
proach. The six skills they reference are anticipation, chal-
lenge, interpret, decide, align, and learn. Individually, these
skills may seem basic; however, when in use together, they
form the foundation for a successful leader. The use of
these skills would not only be valuable in a business setting,
but also in any sector that requires one to think critically.

Anticipation

This is the ability to predict how a trend is going to move or
change based on the decisions that were made. This is the
foresight portion of a strategic leader. Seeing the highs or
lows and planning to protect or promote based on an analy-
sis (Schoemaker et al., 2013).

Challenge

Having an easy plan with only one mode of execution would
not be prudent for a strategic leader. All possible outcomes
must be weighed out, and theories of completion must be
challenged. Strategic leaders not only question the ideas of
others, but also their own. This allows for more diverse
thinking and a true brainstorming event (Schoemaker et al.,
2013).

Interpret

A leader needs to be able to take all the information given to
them, decipher how best to proceed, and propose the most
fitting plan for success. Interpretation of a situation can be a
pivotal moment for a strategic leader. The ability to interpret
what someone is saying and what they mean can change
the course of a project. This is especially true when working
with different cultures that may subtly infer their goals and
not verbalize them directly (Schoemaker et al., 2013).

Decide
A leader may be pressured to make decisions quickly.

Speedy agreements that only allow one outcome can hinder
potential future opportunities. When strategic leaders must
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make swift decisions, they strive to make those that can give
multiple outcomes. Even in a situation where a decision must
be made based on a small amount of data, a strategic leader
can weigh out all the possibilities and decide which will provide
the highest opportunity for success (Schoemaker et al., 2013).

Align

A leader who is adept at networking and building trust within a
company will have a higher chance of success. Leaders with
employees who trust and respect their decisions create “buy-
in” and can motivate a team to engage in and complete a de-
sired goal (Schoemaker et al., 2013).

Learn

A strategic leader is a continual learner. Learning new pro-
cesses, ways of thinking, and potential outcomes help keep a
leader at the top of their game and not caught in a continual
loop. Learning, however, does not always involve success.
Strategic leaders learn from their failures, as well. Knowing
what does not work and applying failed knowledge to future
endeavors can increase the likelihood of a successful outcome
later (Schoemaker et al., 2013).

Strategic Leaders as Influencers of People
and ldeas

Strategic leaders must be able to influence people and situa-
tions to generate opportunities for creative thinking. The con-
cept of the right place and right time may be imperative in any
strategic plan. However, without the right motivation and the
right people, a well-calculated plan may never be initiated.
Strategic leaders may sometimes be viewed as a muse, en-
couraging situations where the ideal people are assembled to
generate and execute innovation and ideas.

Influencers of People

Creating innovation in a company takes someone influencing
employees, shareholders, or both. How and when that influ-
ence takes place does not matter as much as the outcome.
However, it is important to note how strategic leaders influence
others to obtain the desired goals of the organization. Cortez
and Herrmann (2021) discuss how strategic leaders may influ-
ence innovation based on where they are positioned in the
organization or how they execute daily activities. The first type
they discuss is the discretional influencer. This type gains fa-
vor for their ideas due to their hierarchy in the company. A
strategic leader at an executive level will have a greater oppor-
tunity to get their ideas put into action than one that may be at
an operational level. The second type is the architectural influ-
encer. These types of influencers work more in the shadows
setting up opportunities for individuals to generate creativity.
These strategic leaders may organize the company structure,
processes, resources, or culture to induce an innovative goal.

Influencers of Ideas

Strategic leaders may use their skills to influence the creation
of ideas. Cortez and Herrmann (2021) note that strategic lead-
ers influence idea generation, elaboration, championing, and
implementation. Idea generation is the ability to influence the
creation of ideas through the presentation of opportunities. In
this concept, strategic leaders introduce a topic they think will
be advantageous and allow executives to create ideas based
on the information that is presented. Idea elaboration is the
suggestion of one idea being better suited for a situation than
another. For example, if one opportunity will cost more than

another, a strategic leader may subtly push for the cheaper
option, especially if the less expensive choice is more logical
and provides the same opportunities. Idea championing is
pushing for a deeper exploration of certain ideas that are gen-
erated. If a strategic leader believes one idea is particularly
advantageous, they may push for more research on the topic
to promote more interest. They may also encourage other
members of the organization to lobby for an idea. Idea imple-
mentation is the outcome of all the work put into the idea pro-
cess. Strategic leaders, at this point, may be active or passive
participants in the application of the idea. A strategic leader in
a managerial position may actively participate through the allo-
cation of people or resources. A leader in an executive posi-
tion may passively implement the idea by setting up timelines
for project completion and rewards for successful implementa-
tion.

Strategic Thinking and Planning

The question for some is which is more important for a strate-
gic leader—strategic thinking or strategic planning? The con-
sensus in a study by Mohammad (2018) is that both are equal-
ly important. Strategic thinking is the ability of a leader to fore-
see problems and advantages to situations and provide solu-
tions even before they are necessary. “Strategic planning is
defined as an interactive process between managers, leaders,
and followers with the aim of creating common
goals” (Mohammad, 2018, p. 324). Put another way, strategic
planning is the assembling of people or assets necessary to
put the goal into action. To be a strategic leader, it is neces-
sary to be able to contemplate the problems or opportunities
the future may hold and be able to put the necessary re-
sources in place to avoid the issues or achieve the goals.

Conclusion

Strategic leaders are more than just those who make deci-
sions. They have the foresight to see future problems and how
current trends can help mitigate those obstacles. Using their
skills and previous experiences, a strategic leader can decide
on how best to implement a plan, while also gathering the best
resources or people for action. They understand how best to
utilize and inspire those resources to make an organization
successful. Strategic leaders truly are the innovators of any
organization. Individuals who wish to become strategic leaders
must be willing to step out of their comfort zone and learn new
concepts to create unique opportunities. Using the contents of
this analysis, a journey can begin toward becoming a strategic
leader and innovating new ways to inspire others, solve prob-
lems, and set up an organization for success.
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Analysis of the Importance of Communication: How Conversation Is the Foundation in
Strategic Global Sourcing

Andreanna Trudell
M.S. Acquisition and Contract Management

ABSTRACT

Global strategic sourcing is made up of several different phases. Communication is the most important element of global strate-
gic sourcing; because without proper communication in each phase, global strategic sourcing can be derailed. Thus, communica-
tion is the key to a solid foundation for each phase of the sourcing process. The importance of communication within the develop-
ment of a company’s global strategic sourcing, from the development of the mission and vision statement to the implementation
of global sourcing, will be explored. An analysis of the importance of developing and maintaining a solid foundation of strong
business relationships and ethics through clear communication among companies creates strong global strategic sourcing.

Communication and the Role It Plays in Strategic
Global Sourcing

Global sourcing has developed and improved over the years. It
has become evident that it involves more than just a simple
transaction. Global sourcing is made up of smaller building
blocks that together make up the overall strategy. There are
strategies that companies use and implement to effectively
remain competitive in the modern market. With the evolution of
a technologically advanced society, past practices have be-
come less relevant to today’s methods; but some have main-
tained their importance of effectively acquiring the end product
or service.

Procurement and contract management rely a good deal on
global sourcing, whether it be local or international. In order for
companies to be successful in developing relationships with
each other, there are a number of factors that play into the
successful development of these relationships. Depending on
who is asked, some of these factors will be deemed less im-
portant than other factors for the successful development of a
company’s global sourcing. These factors include mission and
vision statement, strategic sourcing, ethics in foreign business,
supplier research and market analysis, soliciting bids and re-
ceiving proposals, supplier evaluation and selection, negotia-
tion, supplier diversity, sustainability, risk, and global sourcing.
The common element within these factors is communication.
Without effective communication the factors have less impact
and will make global sourcing for companies more difficult.

The modern technological world relies heavily on effective
communication. Companies need to have clear communica-
tion guidelines for what they are looking for from vendors and
from other companies, as well. It is easy to communicate
through a screen, but the personal touch through face-to-face
communication is essential, or businesses will be lost. An
analysis of the importance of developing and maintaining a
solid foundation of strong business relationships and ethics
through clear communication among companies creates
strong global strategic sourcing.

Communication

The key and core to any activity is communication. Success
can almost be measured by how effectively communication is
used in collecting, analyzing, and presenting the information to
an audience. Companies may have the best ideas, services,
and products, but will fail without communication that is tai-
lored to the global and multicultural market. Communication

underlies the conditions for the establishment of good busi-
ness relationships and includes history of cooperation, pro-
spect of future interactions, and mutual recognition (see Figure
1). The importance of developing and maintaining a solid foun-
dation of strong business relationships and ethics through
clear communication among companies is key to creating a
strong global strategic sourcing.

When communication does not occur seamlessly between the
company and supplier, relationships and growth between the
supplier and company can be affected. Communication be-
comes more difficult if either side does not make the effort to
ask questions and speak up when issues begin to develop.
Another factor that contributes to poor discussion is lack of
follow-up on topics or questions. By following up within twenty-
four hours from the initial communication with the other suppli-
er or company, the sender will have a higher chance of receiv-
ing a response (Forbes, 2020).

In communication, interrupting other people while they are
talking can send different messages to the people that are
present. If this occurs, they will more than likely feel the oppo-
site side does not want to listen, and that what the opposite
party has to say is more important than who is talking at the
moment. It is best for the person who interrupted to apologize
to the speaker for interrupting (Forbes, 2020).

Prospect of
[uture

interactions

BUSINESS
RELATIONSHIP

Figure 1—Conditions for the Establishment of a
Business Relationship



Mission and Vision Statement

A company’s mission and vision statements are important in
defining who they are as an entity. These two statements help
them define themselves and their goals in competing in the
global marketplace. It also helps communicate the company’s
morals and values. It helps when employees communicate
internally within the company to set a common goal that the
entire company is looking to achieve. It is beneficial if every-
one in the organization knows and understands what the vi-
sion and mission statements are in that organization (Sollish &
Semanik, 2011).

“It is not surprising to find that very few employees know,
much less understand, the mission of their organiza-
tion” (Sollish & Semanik, 2011, p. 3). When the company’s
employees understand the company’s vision and mission
statements, they can feel unity within the organization and,
therefore, help connect with the customers. Employees at
Hirschbach Motor Lines, for example, describe first hand what
it is like to have clear communication within the company and
how it translates to communication with the customer. The
statements also set the framework for competing in the mar-
ketplace and the procurement of products or services from the
suppliers. As a result, external communication with these sup-
pliers is improved.

In a short video interview with some of the Hirschbach Motor
Line employees (2023), communication helps keep the com-
pany together and helps the employees move in the direction
the company desires to go. This can include a wide range of
factors, such as improved operational statistics and improved
service to the customer. In order to achieve this, the company,
as a whole, has to join forces. The better a company can com-
municate and collaborate collectively, the stronger the compa-
ny will be.

Hirschbach Motor Line’s (2023) employees also stated that
when everyone in the company knows their role, understands
their role, and how their role helps the company, it develops
solid communication that helps the company thrive and func-
tion. It also helps to create a shared consciousness, since
everyone has an understanding of what is happening within
the company. This is beneficial for a company when creating a
vision and mission statement. If it is a complex company with
many moving parts, there are aspects that are always chang-
ing; and the more collaboration that happens within the com-
pany, the better the company will function.

Hirschbach Motor Line (2023) maintain that employees who
share knowledge and communicate more openly help them
develop a sense that they are part of a team, that leadership
believes in their abilities, and that the company trusts them
enough to voice their observations of what is occurring within
the company. Companies who effectively develop solid com-
munication enable employees to feel empowered, valued, and
heard within the community in their company. This creates
strong employees and individuals outside of the company.

Hirschbach (2023) also states that, during collaboration, trust
is created within the company when employees know how
each individual feels. Consequently, a sense of belonging and
commitment is created within the company. Employees who
put themselves in the shoes of the person they are talking to
enables them to better understand the customer’s need. This
shows they are able to communicate openly and honestly with
whom they are conversing.

Strategic Sourcing

According to Krishan Batra (ISM-INDIA, 2018, 0:02:57), strate-

gic sourcing is “a set of periodic processes that seek to reduce
purchased costs by aggregating demand and rationalizing the
supply base in selected commodities.” This begins with pro-
curement-led analysis which allows the employees to com-
municate with each other the results the company is wanting
to acquire. The employees need to find target commodities
and opportunities which results in a preferred-supplier con-
tract. Category management teams then utilize strategic
sourcing to obtain goals.

Category management teams use strategic sourcing to admin-
ister procurement expenditure to achieve mission value (ISM-
INDIA, 2018, 0:06:42). Each category team has their own
strategy (ISM-INDIA, 2018, 0:07:08). Category management
evaluates not only the full cycle of a contract or supplier life
cycle, but also analyzes holistically at the life cycle of the value
chains which consume goods and services in the spend cate-
gories (ISM-INDIA, 2018, 0:11:25). In the first step, the team
needs to discuss and look at their current suppliers to see if
there are any problems with meeting current and future supply
of goods and services required. In order to be successful, cat-
egory teams need to converse and look at optimizing their
category management (ISM-INDIA, 2018, 0:10:53). Supplier
selection and management that meet geographically dispersed
units is the responsibility of commodity management teams
(Sollish & Semanik, 2011).

Strategic sourcing is a process that is organized, collaborative,
and structured (ISM-INDIA, 2018, 0:21:09). It minimizes the
costs of goods and services and retains and improves product
quality (ISM-INDIA, 2018, 0:23:41). By having a good under-
standing of the supply market, businesses can easily adjust to
changes, rather than react to the changes (ISM-INDIA, 2018,
0:49:17). In order to stay ahead of the rapidly changing mar-
ket, the employees need to set up meetings to periodically
discuss current market conditions. This is the most important
step in the strategic sourcing process, since it will provide criti-
cal benchmarks to identify areas of supply opportunity (Sollish
& Semanik, 2011). Understanding the current market trends
can help the company complete their SWOT (strengths, weak-
nesses, opportunities, and threats) analysis.

The team can use the SWOT analysis to help draw conclu-
sions. By analyzing and identifying internal strengths and
weaknesses, the team will figure out where they need to im-
prove to expand their suppliers. The team also uses the
SWOT analysis to understand their external opportunities and
threats. Once the team has answers for each letter of the
SWOT analysis, they can start to research the supply market
and the supplier information. Understanding the market trends
can help the team develop their sourcing strategy and begin to
solicit and review offers from suppliers (ISM-INDIA, 2018,
0:27:13). This also helps companies to standardize their stra-
tegic sourcing and build reputable ethics.

Building good ethical business practices is critical for develop-
ing strong business relations with foreign countries. Once this
foundation is established, companies can build on standardiz-
ing their practices and products to network with other busi-
nesses, especially in foreign countries. In order to network with
foreign countries, the company and its employees must take
the time to fully understand the culture of that country and their
values. This can be achieved by hosting training sessions
throughout the year regarding the proper verbal and non-
verbal communication for a particular culture and ethics in
international business etiquette.

Ethics in Foreign Business

Ethics is a body of moral principles that is adopted within a
culture as a common standard of guidance. In order to suc-
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cessfully create connections with other countries, having
an understanding of their culture and beliefs aids in mak-
ing business ties more successful. However, business
ethics are not always formal. Prior research will need to be
done to learn how business ethics apply to that country
and organization (Sollish & Semanik, 2011). Also, under-
standing body language and the different personalities
people have can assist in creating strong business rela-
tionships. Some aspects of body language include behav-
ioral clues such as visual, auditory, kinesthetic, and audi-
tory digital which give meaning to the words the person is
communicating (see Table 1).

When learning more about the country and business,
some concepts in ethics in foreign countries are pursued
by religious beliefs and some by tradition and law. It is up
to the employees and the company to decide if the local
codes and traditions are in line with the company policy
and personal views. The company will also need to make
sure that the foreign local codes and traditions are in line
with governmental requirements (Sollish & Semanik,
2011). Companies have to follow what the government
requires, generally the laws in their own country, in foreign
business practices. Ethics helps in the decision-making
process and in an organization’s approach to conducting
business (Sollish & Semanik, 2011). It is not wise for a
company to sacrifice their ethics in order to obtain a prod-
uct or service from a foreign country so the company can
try to fit in. It is not only important to understand a coun-

try’s ethics, but also the possibility of language barriers.

English is the usually accepted global business language,
but there will be times when the person you are convers-
ing with will struggle to translate their thoughts. It is good
practice to remain patient with the individual while they put
their thoughts together and to help them when it is appro-
priate. Also, having an interpreter from outside both organ-
izations will help with the language barrier and prevent any
bias to the contract’s rank (Sollish & Semanik, 2011).
When people understand the type of person they are
working with and their cognitive style, then they know how
to effectively work with the supplier. As a result, under-
standing cognitive style will help you to effectively work
with them (see Table 2, p. 12). An example of cognitive
style is the “analyst” who seeks to gather data and wants
accuracy and attention to detail. The person working with
the analyst will need to provide them with a logical plan
accompanied by supporting data to capture their interest
and continue discussions. Understanding the person’s
cognitive style of communication is critical to achieving a
strong working relationship.

Supplier Research and Market Analysis

“Supplier research is the process of obtaining information
for sources specific to the item (product or service) being
acquired in order to facilitate competitive practices and
supplier selection” (Sollish & Semanik, 2011, p. 71). There

Table 1: Representational Systems and Words to Detect Preferred System

Representational The types of words used by Aspects of their behavior to help you
System people with this system detect their preferred system
Visual Draw, Look, Perspective, » Appearances are important
Pattern, Picture, * Breathes from top of lungs
Recognize, See, Vision, « Difficulty remembering verbal instructions
Watch » Draws diagrams
* Eyes up
* Head and body held erect
* Memorizes by seeing pictures
*» Organized and tidy
* Possibly disturbed by noise
» Sits forward in chair
Auditory Hear, Listen, Loud, Noisy, * Breathes from middle of lungs
Quiet, Say, Sounds, * Distracted by noise
Words » Eyes move sideways
* Interested in what you have to say
* Learns by listening
* Likes to be told how they are doing
» Memorizes steps and procedures
* Repeats things back easily
* Talk to themselves
Kinesthetic Cold, Feel, Grasp, Hard, * Breathes from bottom of lungs

Hold, Sense, Texture,
Touch, Warm

» Moves and talks slowly
* Needs to ‘feel right’
* Responds to touch
« Stands close to people

Motivate, Recall,
Remember, Think

Auditory Digital

+ Exhibits characteristics of other systems
* Needs to know ‘it makes sense’
* Talk to themselves

Source: Better Business Relationships: Insights from Psychology and Management for Working in a Digital World, p. 15
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Table 2: Cognitive Styles and How to Effectively Work with Them

Cognitive style What they are like

What you should do to work effectively with them

Synthesist * Curious » Listen until they have finished
* Creative * Show interest in their ideas
* Speculate with ‘What if?" Questions * Build on their ideas—use ‘and’
Idealist » Ambitious goals « Link your ideas to broad, quality goals for the
* High standards greater good
» Seek agreement and consensus
Pragmatist * Flexible * Provide short-term objectives
* Resourceful * Focus on quick wins
* Practical
» Seek immediate reward/pay-off
Analyst » Accuracy and attention to detail * Provide a logical plan with supporting data
» Gather data before making decisions » Check that there are absolutely no errors
» Methodical
Realist + Fast moving * Provide a three-paragraph executive summary

* Like to do things

* Rely on sight, sound, taste, smell, and touch

Source: Better Business Relationships: Insights from Psychology and

are multiple methods to search for other suppliers. Some of
these methods include current suppliers, other market re-
search, the internet, online databases, and trade shows
(Sollish & Semanik, 2011). Many successful business relation-
ships are a result of communication and meeting people face
to face. Prior research for other purchases can help create a
list of potential vendors for future projects and purchases. In
government contracting, having a list of set aside vendors and
large contract companies, which are pre-approved to do the
work, can speed the contracting timeline. Depending on where
the supplier is located, domestic suppliers are generally more
reliable with communication and delivery, but foreign suppliers
are cheaper due to low labor costs (Sollish & Semanik, 2011).

Management for Working in a Digital World, p. 18

The business relationships will have positive and negative
outcomes. Some of the positive effects include cost reduction,
access to resources, and risk diversification. Some negative
effects could be conflicts, lower flexibility, and loss of unique-
ness. If the business relationship is developed correctly, the
company will experience more positive results (see Table 3).
The next step is market analysis.

“Market analysis is the process of gathering relevant infor-
mation from economic indicators and emerging trends within
the particular industry and the competitive environment of the
product or service we are sourcing” (Sollish & Semanik, 2011,
p. 71). Depending on the market, the market can advance at a

Table 3: Main Effects of Business Relationships

Positive

-cost reduction
-access to resources

-use of the partner’s distribution and communication
channels

-risk diversification
-greater operating potential

Source: The Internationalisation Maturity of the Firm: A Busine

Negative

-possibility of conflicts
-partner’s unethical behavior

-lower flexibility

-loss of uniqueness

ss Relationships Perspective, p. 54

12



rapid pace, making the market very profitable. However, there
are changes that can affect the market, such as economic con-
ditions and technological trends. Changing economic condi-
tions affect the supply and demand of products and services
and, as a result, also affect the pricing. During the COVID-19
pandemic, for example, the demand for certain products, such
as cleaning supplies and toilet paper, skyrocketed, resulting in
increased prices of these goods. Suppliers who are well
versed in technological trends and the market they are in will
increase their chances of receiving bids and solicitations. Next,
there are two main factors to consider when researching ven-
dors, developing bids, and reviewing proposals: operational
and relational factors.

Simon Croom (2022a) describes operational factors as con-
sisting of product knowledge, R&D (research and develop-
ment) resources, CAD-CAM (computer aided design-computer
aided manufacturing), “Corner” engineering ability, and quality
assurance. These factors can help a company find a supplier
who will match the product quality of the current vendors.
These tangible factors are the technical core for a business.

Croom (2022a) continues by stating that relational factors are
not given the same attention, since they are less tangible.
However, relational factors include communication elements.
Relational factors include empathy with the customer, familiari-
ty between parties, reputation, team organizational structure,
communications networks, interpersonal relations, and key
individuals. It is important to pay attention, because being able
to connect with the supplier through relational factors will help
businesses reach their end goal. The company should look at
how suppliers manage their communications. An example is
when the company calls. Do they talk to the same person or a
different person each time they call? By having a consistent
spokesperson, it will create an easier communication system
and relationship between the companies, which will develop
into a dedicated relationship between the company and suppli-
ers. Although the relational factor should be a key factor, the
operational factor will outweigh the relational factor when the
supplier and sourcing are new.

Soliciting Bids and Receiving Proposals

The solicitation plan needs to include, if possible, the method
that will be used for the solicitation and the type of contract that
will be used (Sollish & Semanik, 2011). Some of the ways to
solicit to suppliers are Invitation for Bid (IFB), Request for Quo-
tation (RFQ), reverse auction, and competitive negotiations
(Sollish & Semanik, 2011). The method to contact potential
suppliers can include mail/courier, published posting, web-
based portals, email solicitations, telephone, mailing lists, and
crowdsourcing (Sollish & Semanik, 2011). Companies need to
determine the best solicitation method and communication of
the solicitation to vendors in order to receive quality proposals.
Once the suppliers receive the bids, they can develop and
submit a proposal responding to the company’s requirements
to win a contract.

Supplier Evaluation and Selection

Prior to sending out requests for bids, companies need to iden-
tify critical criteria, such as speed, cost, innovation, and flexibil-
ity, to evaluate and select the best vendors when it comes to
the product and service required (Croom, 2022a, 0:01:20). The
amount of time the supplier takes to effectively communicate in
their proposal how they strategically manufacture quality prod-
ucts, creating a solid foundation for their business and showing
solid business ethics, will be noticed. When companies review
the proposals, suppliers who effectively communicate increase

their chances of being selected. It should be noted that when
differences occur between the company and supplier, negotia-
tion should occur.

Negotiation

When the company and supplier have different objectives,
interests, or points of view, this can be resolved through nego-
tiation. Negotiation is a process where an agreement can be
reached through discussion, analysis, and bargaining (Sollish
& Semanik, 2011). The key point in negotiation is knowing
when to negotiate. It is important to address all issues up front,
so that both companies will be satisfied. Negotiation does not
have a winner and loser. There are times when both compa-
nies will win or lose. There is a time and place to be competi-
tive, but having too much competition in the process of negoti-
ation can pose severe limitations in ensuring value (Sollish &
Semanik, 2011). Even when differences arise, the company
and supplier can negotiate using effective communication skills
and come to an agreement on their differences. According to
Lou DeRose of DeRose Associates:

We can never develop and apply negotiating skills
unless we overcome the negative attitudes we may
have about the process. And this begins when we
realize the need to negotiate, and the self-interest we
have in satisfying that need. | have seen all kinds of
money and time expended on “negotiation training.”
All too often, these efforts jump immediately to the
‘how-to’ of negotiating, with little or no attention paid
to the rationale, the whys, of negotiating. It has been
my experience that if this rationale is not provided,
those who are ‘trained’ to negotiate will not do so.
They may find the training exercises stimulating, even
fun. But they will not employ what they have ‘learned.’
Learning means that the learner changes his or her
way of doing things, and if one’s attitude towards ne-
gotiation remains negative, they've truly not learned
to negotiate (Sollish & Semanik, 2011, p. 126).

It is important to also keep in mind that methods of negotiation
may vary in different countries. The amount of communication
that takes place is also closely paired to a culture. “Team-
oriented, consensus-driven cultures will rely heavily on com-
munications, whereas individualistic cultures may value very
litle communication” (Sollish & Semanik, 2011, p. 136). It can
also occur nonverbally. The company needs to learn how non-
verbal communication operates within the given culture and its
subcultures in order to be successful. “Non-verbal clues, which
play an important part in effective communication, are absent
when communicating over the phone or via emails and ampli-
fies challenges due to language barriers and cultural differ-
ences” (Challenges of Global Sourcing, 2020). Taking the time
to learn common body language and other signals in a culture
can be helpful. Some cultures, such as Western cultures, typi-
cally do not enjoy ambiguity and ending a meeting without an
agreement. In other cultures, ambiguity and ending a meeting
without an agreement in order to decide later is more common
(Sollish & Semanik, 2011).

Methods of communication vary among cultures. Some em-
phasize direct and simple methods of communication; others
rely heavily on indirect and complex methods. The latter may
use circumlocutions, figurative forms of speech, facial expres-
sions, gestures and other kinds of body language. In a culture
that values directness, such as the American or the Israeli, you
can expect to receive a clear and definite response to your
proposals and questions. In cultures that rely on indirect com-
munication, such as the Japanese, reaction to your proposals
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may be gained by interpreting seemingly vague comments,
gestures, and other signs. What you will not receive at a first
meeting is a definite commitment or rejection (Sollish & Se-
manik, 2011).

Supplier Diversity

Supplier diversity helps create business relations between dif-
ferent suppliers and companies. It gives businesses an oppor-
tunity to meet other people in a different area and possible
culture, depending on where they source. It helps the employ-
ees in the different companies learn to develop crucial busi-
ness and communication skills that will help them interact with
people in different cultures. Supplier diversity also helps large
and small suppliers have a fair opportunity to offer their sup-
plies and services to companies; this is important in contracts
and long-term company stability. Two important entities which
help small businesses are the U.S. Small Business Administra-
tion (SBA) and the National Minority Supplier Development
Council (NMSDC). These two groups help small businesses
and minority businesses have a chance to work with different
suppliers, add diversity, and have an opportunity to compete
against larger companies to supply goods and services.

Sustainability

Sustainability requires social responsibility and awareness of
environmental concerns. Strong communication skills between
and within one’s own country will improve sustainability. The
federal government, through its laws, regulations, and execu-
tive orders, is currently working toward reducing environmental
impacts by lowering greenhouse gas emissions, using 100%
renewable energy sources, reducing their carbon footprint, and
achieving all electric buildings. Commercial businesses are
also trying to reduce their impact to the environment. Suppliers
who understand the future energy goals of governments and
businesses will position themselves to also reduce their envi-
ronmental impacts and provide products and services to help
achieve these goals. On the other hand, suppliers who do not
understand the sustainability requirement will not be competi-
tive; instead, they could increase risk to the companies by not
providing products and services meeting government man-
dates and requirements. Companies can leverage their sus-
tainability activities through advertising to generate good will
and develop the client base for growth.

Risk

Companies need to reduce risk in their everyday business
practices. They need to ensure that they source vendors who
are reliable at providing supplies and completing the job con-
tracted. Not only is there a supply risk with contracting ven-
dors, there are other risks, such as financial, scope, schedule,
legal, and environmental. Companies cannot eliminate, but can
reduce risks through well thought out and implemented busi-
ness practices which are based on understanding their position
in global sourcing.

“Risk management is also a process wherein the program or
project team is responsible for identifying, analyzing, planning,
tracking, controlling, and communicating effectively the risks
(and the steps being taken to handle them) within the team’s
environment” (Sollish & Semanik, 2011, p. 173). The results of
this development is then communicated to management and
stakeholders.
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Global Sourcing

Global sourcing from other countries mainly has been used to
reduce costs. Global sourcing must help create and support
supplier diversity and sustainability. Companies need to con-
duct market analysis to obtain an overview of how to strategi-
cally source their vendors based on the current trends of the
economy. Gaining statistics from the market analysis helps
companies become competitive in the field they are sourcing.

A company may understand the process and each phase to
research and select vendors around the world. The process is
only effective if the company understands the cultures and
knows how to effectively communicate requirements and build
business relationships that provide both companies with long-
term benefits in the global market. Regularly meeting with sup-
pliers helps improve communication. This gives the supplier
and company a chance to offer options to each other and
share ideas (Oxford College of Procurement and Supply, n.d.).

Conclusion

As a result of this analysis, maintaining strong communication
is important to develop and strengthen business relationships.
Based on research, the hypothesis was supported that com-
munication is critical, even in this technologically advanced
world. It is a key element in every stage of the global strategic
sourcing process. Employees need to communicate and col-
laborate ideas to help the company grow and become stronger
in their strategies. In order to be successful in developing inter-
national relationships, companies need to understand the cul-
tures of other countries they are considering developing busi-
ness relations with and communicate to their employees the
necessity to learn about the culture. Distinct verbal and written
communication aids in company contracts with the supplier.
Clear directions, materials, and funding are crucial to ensure
no laws are broken and the company and supplier are in
agreement of the procurement activities. Precise communica-
tion ensures that there is no hidden agenda and there is agree-
ment between the company and the supplier.
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Innovations in Contracting: Government and Industry

Matthew C. Smith
B.S. Acquisition and Contract Management

ABSTRACT

This research describes multiple innovations used by the government to better streamline contracting duties. Government de-
sires to create new pathways to innovations in the acquisition and procurement cycles. This must be accomplished with coopera-
tion from commercial and industrial partners. With the ever growing national defense requirements, contracting needs to be able
to keep up with demands to ensure safety and success for the United States of America. The research for this project reflects the
primary innovations over the last ten years. The research is backed by credible resources and includes examples.

Introduction

This is a research project discussing the innovations in federal
contracting to better improve the outcome of acquisition and
procurement processes for federal government programs.
Many of the processes used in the past are obsolete and have
severe consequences if not improved. Teams are in place to
improve these processes. This research looks into the ways
these changes are being implemented and the benefits of
them.

Background of Research Topic

The federal government is the largest buyer of goods and ser-
vices in the world. The federal government is composed of
many separate agencies. The Department of Defense (DoD) is
the largest purchaser of all government entities. Most of the
department’s acquisitions are subject to the Federal Acquisi-
tion Regulations (FAR). The purpose of this research is not to
describe how the FAR is used to monitor government acquisi-
tions and contracts, but is about the innovations made in re-
cent years to improve this process and stay within the bounda-
ries of the FAR. The FAR and other regulatory measurements
are revised occasionally by the Administrator of General Ser-
vices, Administrator of National Aeronautics and Space, and
the Secretary of Defense, acting on behalf of the Federal Ac-
quisition Regulatory Council. The FAR can also be revised, in
certain situations, by the Administrator of the Office of Federal
Procurement Policy (OFPP). Innovative and best value ap-
proaches are being considered more than ever in the federal
contracting environment. The federal procurement workforce
has awarded contracts based on cost and acquisition sched-
ules for many years. This does not allow for innovative
measures to be used for a better product (Stacks, 2017). In
order to influence market driven innovations and reduce costs,
policies have changed. During the Obama era, innovation ad-
vocates were appointed to test new ideas and solutions to im-
prove contracting practices for the federal government. All of
the 24 major CFO agencies participated in councils to increase
collaboration across all government agencies to better improve
these initiatives (Stacks, 2017). This was a major move to
bring innovation measures into federal contracting in phases
without redoing practices that were in place for years. The
move is intended to grasp what has been and is working, while
allowing new ideas and processes to provide new avenues
into the federal government’s procurement and acquisition
programs. This is obligatory for the DoD to maintain a strong
front to defend America from foreign enemies.

Researcher’s Benefits and Role

The researcher for this project currently works in a field dealing
with government contracts and other forms of contracts in the
construction field. This research will be beneficial to learn the
techniques and innovations from the largest buyer of goods
and services in the world. This research was done with the use
of many online resources and accredited journals comparing
information about the topic.

Topic Research

For accuracy, the research for this topic is acquired from infor-
mation obtained from accredited sources. The topic of innova-
tions in contracting is a constantly evolving subject. This re-
search is up to the current date without any speculation on
future endeavors by the federal government.

As discussed in the introduction, innovations in federal pro-
curement workforce procedures are in motion. The Obama
administration began many of the changes in federal acquisi-
tion and procurement procedures. It has slowly gained mo-
mentum and, with the help of talented personnel and artificial
intelligence, is showing improvement from the obsolete practic-
es in the past. Innovation is what drives change and is a pro-
cess requiring the culture to change along with it. With the high
demand for talented contracting officers and project managers
to help implement these practices, the federal government is
short handed and in need of good leaders for this process to
be better achievable (Stacks, 2017).

Innovation Labs

Innovation labs became mandatory in 2016 for all federal
agencies (Stacks, 2017). This is a serious push by the White
House guidance. The innovation labs performed research
based on failures and underperformances from previous con-
tracts. Agencies must be eager to embrace a culture that in-
cessantly encourages new ideas and provides better methods
to contemporary practices. The intents are for the labs to pre-
pare and empower agency employees to implement concepts
and create a culture of innovation that influences proven gov-
ernment and private sector practices. Federal acquisition and
procurement have processes in place by every agency at eve-
ry stage to monitor and suggest changes needed to produce
better outcomes. These processes are created to aid both cus-
tomers and industry partners. New acquisition procedures are
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Barriers to Innovation

Agency workforce skills

FAR/Agency Regulations
29%

s B Fear of oversight/Protests

B Innovative companies that
are not contracting with
the government

B Use of LPTA

B Don’t know/not applicable
M Other

Figure 1—Barriers to Innovation

gained by rewarding participants who look for innovative
methods and propose them to leaders with the intent of im-
proving the process for everyone.

Continuous Growth

Continuous growth is the key to outpacing the competitors.
The Deputy Administrator for Federal Procurement Policy,
Lesley A. Field, discusses how the training and development
of contracting professionals is vital to success (Executive
Office of The President, Office of Management and Budget,
2023). The Federal Acquisition Certification in Contracting
(FAC-C) develops contracting officers into a highly trained
workforce capable of developing new innovative techniques
in the world of federal contracting. The best way to develop
a culture adaptable to change is to set the tone up front. This
allows the incoming contracting officers and project manag-
ers to expect and promote internal innovations. The DoD
has provided a detailed Contracting Competency Model of
what a FAC-C professional will follow (Department of De-
fense, 2020). Following through multiple techniques being
implemented to develop stronger, more efficient acquisition
and procurement processes, the question of “what is the
goal” arises. The goal of introducing better procedures, train-
ing, and innovations is to pay contractors for results, not just
superlative efforts. The DoD is the backbone to ensuring
safety for everyone in America. The importance of remaining
ahead of the enemy is imperative. Another research center
working on innovative methods for federal and industrial
contracting methods is the Acquisition Innovation Research
Center (AIRC) (Kannan et al., 2022). This is a highly ad-
mired group aiding in successful contracting methods for
DoD and other federal agencies, and is another source for
innovative ideas to develop the federal contracting system.

As the research indicates, procurement innovation is a multi-
step process. Building on the aforementioned initiatives is
what determines the innovations for the federal govern-
ment’s and industry partners’ futures in contracting. In order
to create a more permanent and robust system, change is
necessary. This change is required from all agencies. Devel-
opment is not meant to be easy or done overnight. It is a
constant process that has to be accepted by all involved
parties in order to be successful. The stubbornness of not
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accepting change in the workplace will not produce results
needed to grow successfully. The federal procurement sys-
tem is one of the agencies heavily involved in the success of
growing the culture to evolve with the constantly changing
federal environment. Learning to be agile and adaptive to
the changes is imperative. They are on the front lines of in-
troducing new techniques and applications to develop top
notch processes for procuring needed items and services for
the federal government agencies. One of the innovative pro-
cedures used is to test the innovative approaches before
fully implementing them. This allows the kinks to be ironed
out before it is a full-blown process change or modification.

During the research of this topic, the term “collaborates” kept
coming up throughout every innovation process studied.
Collaboration assists with cumulative growth across all
branches of the government at a macro level. At a micro
level, collaboration helps the acquisition teams and industry
associates to allow the government to plan and source more
effectively. The cross-agency initiatives allow evolving tech-
nology to revolutionize procurement processes and systems.
These initiatives must be funded in order to make it possible
to come to fruition. With the revolution of these initiatives,
the socioeconomic objectives of the federal government’s
procurement system will thrive.

Artificial Intelligence

The last researched contracting innovation found during this
study is artificial intelligence (Al). This is computer-aided
software used to speed up contracting processes and elimi-
nate some human errors. The DoD’s Chief Digital and Al
office is prototyping an Al-powered contract writing capability
called “ACQBOT” as part of its Tradewind Initiative
(Heckman, 2023). Tradewind was established by the DoD to
advance and fund resolutions to the challenges of using Al
technology for contracting purposes. The Al technology is
still far from ready to be utilized completely, but it is assisting
in filling out the monotonous paperwork used for contracting.
This is the innovation that will change the future by eliminat-
ing dauntless tasks that can easily be done without the
waste of human energy. This will allow people to spend
more time refining the processes and creating the necessary
relationships to push contracting processes to the next level.



Al is not a replacement for people, but is intended to be used
as a supplement for learnable processes (Heckman, 2023).

List of Definitions

1. Federal Acquisition Regulation (FAR) - The principal
set of rules regarding government procurement in the
United States, and is codified at Chapter 1 of Title 48
of the Code of Federal Regulations, 48 CFR 1. It co-
vers many of the contracts issued by the U.S. military
and NASA, as well as U.S. civilian agencies.

2. Department of Defense (DoD) - Responsible for

providing the military forces needed to deter war and

protect the security of our country. The major ele-
ments of these forces are the Army, Navy, Marine

Corps, and Air Force.

Innovation - A new idea, method, or device; the intro-

duction of something new.

Collaboration - To work jointly with others or together,

especially in an intellectual endeavor.

Procurement - The act or process of procuring.

Acquisition - The act of acquiring something; some-

thing or someone acquired or gained.

Artificial Intelligence - A branch of computer science

dealing with the simulation of intelligent behavior in

computers.
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Research Results

The research for this study brought many innovations to light,
and a wide array of items were discussed in the topic research.
Some of it may sound slightly repetitive, but it contains some of
the most published items in the world of contracting innova-
tions. This research not only provided data for the innovations
being promoted or implemented, but it gives confidence that
the federal government is moving. If one reads deeper into any
innovation initiative, the common denominator for success is
motion. Ideas and new practices cannot be created or fixed
without being in motion. Being stale does not produce much.

Building Blocks of International Programs

Joint A<quhmon\o' Equipment
/

The results are based on the success stories from the proce-
dures examined. The first part of the topic, as shown in Figure
1, talks about barriers to innovation (DoD, n.d.). These are the
items holding back innovation in federal contracting agencies.
The number one barrier is agency workforce skills. This is
caused by a lack of knowledge regarding the evolving world of
federal contracting. From the reasons found, this points more
toward industry changes in the workforce all together. Due to
rapid changes and talented people retiring or leaving the work-
force, the new workforce is required to receive training more
quickly (Stacks, 2017). The transition is not as smooth as it
should be. The training programs and labs put in place are
working to correct these issues and get the incoming contract-
ing officers and project managers up to speed and create the
innovative accepting culture needed to succeed. The labs are
allowing subject matter experts to study the processes and
industries and develop ways to better streamline the existing
processes. The training from internal and external sources are
preparing the incoming workforce on how to operate in the
evolving world of contracting (Hall, 2021). FAC-C does a tre-
mendous job preparing contract officers and project managers
on how better to lead and reduce costly, inefficient mistakes.
The innovations created by proper training and preparation for
the tasks can greatly influence successful contracts. For exist-
ing contracting officers and project managers, accepting
change is the biggest step. It is difficult to change someone’s
methods of operation if they have been doing a certain task for
a long time. This may require a change process consultation to
introduce the new methods for performing tasks.

Allowing growth to happen is a vital part of innovation. The
ideas and changes that are redeveloping acquisition and pro-
curement processes are a sign of growth. This growth is allow-
ing the United States to keep up with or outpace the competi-
tion (Price Act, 2021). The budgets are always changing, not
always for the good. Once a budget is established and projects
defined, the purpose of the contracting officers is to “get the
most bang for their buck.” This requires being thorough and
collecting all necessary data to make some difficult decisions.
Figure 2 illustrates the building blocks of international pro-
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grams for the government (DoD, n.d.). The pyramid helps
show the level of importance for each stage of the process.
All of the results, so far, are what is referred to as workforce
development. Although this does not readily resemble inno-
vation, it is. Innovation is not just technology driven; it is also
thought driven. The thought process is done by the employ-
ees; so, in reality, the first step to innovation comes with the
people who accept and implement the ideas (Hall, 2021).

The second part of the research topic points us to the soft-
ware and technical side of procurement. Once people start
to accept and understand the end result of what is trying to
be accomplished, the project can move forward. Now with
the help of technology, products and processes are being
reworked to do more and better functions.

Conclusion

Contracting is involved in every industry and government
function. Services and supplies will always be needed to
complete projects to adhere to America’s and the world’s
growth. The United States is constantly in an arms and tech-
nology race with other countries. Being able to produce
products at a high level is the only way to stay ahead or, at
the very least, not fall behind. The innovations in contracting
are a small part of what keeps that process in motion. Many
contractors and suppliers are involved in this cycle. The pur-
pose of the contract is not just meant to define what is need-
ed, but also how and when it is needed. Intelligence is nec-
essary to monitor the quantity and quality of this procedure.

The knowledge gained from this research should prompt a
closer examination of contract documents and the processes
related to forming contractual agreements. Due to potentially
outdated methods, are some contracts missing important
details that could possibly make the company more competi-
tive in the market? This research highlights the importance
of this type of question and provides useful tips for refining
the acquisition and procurement processes.
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Managing Contracts

Canon Clark
B.S. Acquisition and Contract Management

ABSTRACT

Federal government contracting provides a way for organizations to partner with the United States Government (USG) and pur-
chase property or services for its benefit. This is an especially common and profitable career path in Huntsville, Alabama. An
endless number of opportunities are available for all companies, especially for small business set asides; especially, since the
USG has annual small business contracting goals they are required to meet. There are many intricate steps involved in the pro-
cess of managing contracts, which is why it is imperative to have detail-oriented professionals administering them. The solicita-
tion phase is an important area for all potential offerors to be heavily involved in, as this is the starting point for the opportunity to
win contract awards. Organizations must look out for solicitations to “drop” and already have a plan in place to begin preparing a
successful bid. The process of managing contracts is very important to follow from contract award through contract closeout and
is explained thoroughly through the research provided. It is crucial to build and maintain healthy relationships with competitors
and USG personnel in order to win more valuable work and continue supporting the government.

Introduction

Federal government contracting is a very lucrative area of
legal business and is beneficial for many individuals and enti-
ties. There is an endless number of opportunities that allow
one to become successful, which is why it is such a common
career path. The day-to-day job duties involved with managing
contracts are very intricate, from the solicitation process, to
contract award, through contract closeout. It is vital for the
United States Government and federal contracting industries
to maintain a healthy relationship, as this increases their
chances of winning more work with the customer. Specific

knowledge and expertise are required for individuals to suc-
cessfully manage contracts. With each effort awarded, the
same contract lifecycle is implemented and conducted, and it
is fundamental for industry to understand the significance of
each step in the process (see Figure 1).

Request for Information (RFI) / Request for
Quotation (RFQ)

Requests for Information (RFI) and Requests for Quotation
(RFQ) are the beginning steps of the managing contracts’
lifecycle when the government needs to receive more infor-
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Figure 1—Contract Lifecycle Management
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mation from the contractors. Typically, the government
does an RFI/RFQ as part of their market research when
determining their acquisition strategy. An RFl is the profes-
sional structure of giving information about a contractor’s
capabilities and services. This allows the contractors to
present themselves to the government with what they can
offer and why they are the best contractor to choose for the
award. An RFQ is the professional structure of giving infor-
mation about the procurement options in a contract. The
contractor sends the government their pricing, as specific
and detailed as possible, to precisely present what they
offer. An RFI and RFQ request very different information.
The government needs to know what request to give to the
contractors so that they receive the information they need.
Information from both the RFI and RFQ is essential for the
government to help choose what contractor to award the
contract. When the government sends out an RFI, they are
looking for the contractor that provides vendors and suppli-
ers who are most qualified to accomplish the contract. RFI
and RFQ are at the beginning of the lifecycle because they
allow the government to receive information that can help
shape a Request for Proposal (RFP). This resource advis-
es, “These responses inform the agency to resolve any
gaps in their requirements, approach to the procurement
before moving on to the Request for Proposal (RFP)” (“Six
Ways RFI Responses Help You Succeed in Government
Contracting,” 2022). This explains that the RFI and RFQ
help the government research the capabilities and pricing
range that contractors could offer. Although it is not a re-
quirement for the government to request an RFI or RFQ
from contractors, it is the most effective way for the govern-
ment to gain the necessary knowledge to understand what
obligations need to be implemented in the contract.

Request for Proposal (RFP)

The government will announce a Request for Proposal
(RFP) to contractors when they decide to further the oppor-
tunity of awarding a contract. An RFP is documentation that
declares the requirements and needs the government will
use while performing the contract. The RFP allows the gov-
ernment to communicate with contractors what their needs
are and back up their decisions of awarding the contract
with reasonings from the RFP. This eliminates the contract
being awarded to a contractor just because of their relation-
ship with the government or based on any other assump-
tion. The government communicates the requirements and
needs through Section L and Section M in the RFP docu-
ment. The information the government gives in Section L
lets the contractors know how the government wants their
proposal to appear and how it should be organized. The
information the government gives in Section M affirms the
criteria to be evaluated and on what factors their decision
will be based. Contractors will use this information to pro-
mote their best offering to the government that could poten-
tially win the contract. The government, on the other hand,
will use the information from the RFP to evaluate each con-
tractor that solicits a bid. The magnitude of the solicitation
requirements usually determines the RFP timeline. For ex-
ample, a $2 million dollar firm-fixed price re-compete oppor-
tunity will likely have a faster turnaround than a $300 million
dollar cost plus opportunity. Most proposals of greater
length and complexity will require more cost and technical
solutioning details. It is imperative that the incumbent con-
tractor, if applicable, and new competitors pay close atten-
tion to all RFP requirements to ensure they are submitting a
technically acceptable proposal. Typically, a quick turna-
round proposal provides great benefits to an incumbent
contractor, as this makes it more difficult for competitors to
write an outstanding proposal that has the potential to de-

22

feat the incumbent who already has past experience with
the technical work and current relationships with govern-
ment personnel.

Contractor Bidding

After the submission due date has passed and all pro-
posals have been offered, the government begins evaluat-
ing all proposals. This is part of a competitive contractor
bidding process. This contract bidding process encourages
competition because of the establishment in 1984 of the
Competition in Contracting Act (CICA). The CICA allows for
a “full and open competition in the awarding of government
contracts” so that all contractors have an opportunity at
winning the award and also for the government to receive
lower costs through competitive pricing (Kenton, 2022).
FAR Part 15, Contracting by Negotiation, provides infor-
mation for how contracts are supposed to be competed. It
discusses the source selection processes and techniques.

There are multiple ways a contract can be bid on, such as
best value continuum, tradeoff process, and lowest price
technically acceptable (LPTA). Best value continuum is a
technique used by the government that measures the over-
all best value provided by a contractor. Depending on the
requirement, the contractor should be able to determine
which factor is most important. They must provide the best
price with the best solution. Solution is extremely important,
as that is the sole purpose for awarding a contract. A con-
tractor with a significantly lower price does not mean they
should be chosen, if they do not provide the best value
solution. The government is willing to pay more for a con-
tractor with more expertise and a better solution than a con-
tractor with a cheaper solution that may involve perfor-
mance issues.

The trade-off process is a technique used by the govern-
ment that allows them to make the decision that one pro-
posal may be worth trading for another under a non-price
factor that provides a solution that is worth a larger cost.
This is similar to the best value technique whereas it is in
the government’s best interest to choose a contractor with a
better solution for a larger cost. The LPTA technique is an
appropriate source selection method when the government
solely chooses the technically acceptable awardee based
on the lowest price. It is crucial for contractors to price their
bid in a way that is still profitable, yet provides the lowest
price for the government. This method requires a large
amount of strategic effort. It can be one of the most difficult
proposals to bid on, as organizations do not know at what
price their competitors are bidding. This takes a lot of skill;
often times, an external consultant with substantial
knowledge is hired to assist in proposal pricing. The gov-
ernment uses this technique when contract performance
risk is minimal, requirements are clear, and the lowest price
is the most important factor. Contractor bidding techniques
produce fair competition from the government to receive
lower prices and higher performance solutions.

There are three key areas the government focuses on
when evaluating proposals for award: cost or price, past
performance, and technical. The evaluation of cost is where
the government analyzes all of the individual elements that
make up a single price. A price analysis is where the gov-
ernment solely looks at an individual dollar amount, or
price, needed to complete an effort. Past performance eval-
uation is critical to ensure all contractors have the substan-
tial knowledge and previous experience needed to com-
plete the effort. It enables government agencies to analyze
which competitor has provided the highest quality work at



the best value and maintained exceptional customer satis-
faction throughout. Lastly, the technical evaluation of pro-
posals is one of the most important elements of analysis
because it proves the offeror has the ideal capabilities re-
quired to perform the work. All offerors must write to the RFP
showing they can provide the goods or services at the best
value cost or price, provide substantial past performance,
and understand the technical work being performed.

Contract Award

Before the government announces what contractor the effort
is awarded to, they first post pre-award notifications to un-
successful offerors. This is a requirement that provides all
bidders with an opportunity to review why they were not cho-
sen, whether they were not technically acceptable or if they
were not providing the best value solution. Once the contract
is awarded, the contractor has an opportunity to protest the
award if they believe their unsuccessful offer should have
been a successful offer. FAR Part 33 discusses all terms
and conditions relating to protests, disputes, and appeals.
Protests provide a contractor the opportunity to challenge a
contract award and ensure it is being awarded fairly and
reasonably. Though it can be a huge disadvantage to the
awardee, this lengthy action happens relatively often. It can
be an advantage to a competitor if the protest is sustained,
because it could result in a new award; and it can be a dis-
advantage to the original awardee if the protest is denied,
because it likely took months away from the contract start
date, as this process can take many months. It is mandatory
for the government to post non-award reasoning to unsuc-
cessful offerors, so they have the opportunity to review and
protest if they choose. It is vital for industry to pay close at-
tention to SAM.gov. This is a public website where all con-
tractors must go to check for notifications and updates re-
garding solicitations. Contact data and reports from fpds.gov
have been migrated into SAM.gov allowing one to access
DataBank and pull applicable contract reports (SAM.Gov,
n.d.). The contract award announcement is posted to the
SAM.gov awardee by the Procuring Contracting Officer
(PCO). The PCO is constitutionally authorized to buy goods
and services for the government. This individual is essential-
ly responsible for spending citizens’ tax dollars. Specifically,
they are responsible for awarding, administering, modifying,
and/or terminating a contract. FAR Part 1.6 provides greater
detail on the many responsibilities of a PCO. Once the exe-
cuted contract has been delivered to the offeror, a post-
award debriefing is scheduled. After the debriefing has been
held, the protest clock starts; and all unsuccessful offerors
are able to protest the award if they find evidence of it being
awarded unfairly.

Contract Interpretation

Upon contract award, government and industry must take
time to interpret the contract. The sole purpose of contract
interpretation is to “find a single interpretation that accurately
reflects the intent of all parties who signed the con-
tract” (Mlinarchik, 2019). The reference for performance is
the full text and language of the contract. All parts of the
contract are 100% legally binding, which is why it is so im-
portant to understand all language. There is no area of a
contract that should be looked over as unimportant or not be
reviewed by a contracts professional. Government rules and
regulations, such as the Federal Acquisition Regulations
(FAR) or Defense Federal Acquisition Regulations System
(DFARS), simply provide industry direction. These regula-
tions do not alter any words of the contract. It is very critical
for the PCO and other team members writing the RFP to not
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be vague in writing and remember to include specifics in the
contract leaving little room for misunderstanding. If industry
has questions when interpreting certain areas of the con-
tract, they should reach out to the appropriate POC, usually
the PCO or Contracting Officer Representative (COR) and
ask for clarification. When interpreting the contract, it is vital
to review the definitions section, because words derive
meaning from the context which varies from contract to con-
tract. The COR is responsible for researching and under-
standing all FAR clauses, the Statement of Work (SOW) or
Performance Work Statement (PWS), all specifications, in-
voicing and payment provisions, and inspection and ac-
ceptance terms and conditions. FAR clauses must be under-
stood by both the COR and industry contracts professionals
because they typically hold administrative requirements that
must be met by contractors. If all contractual obligations are
not met as they are required, the government has the power
to terminate the contract for default. According to FAR
49.402-2(a), “Under a termination for default, the govern-
ment is not liable for the contractor’s costs on undelivered
work and is entitled to the repayment of advance and pro-
gress payments, if  any, applicable to  that
work” (Acquisition.gov, n.d.-c). This can be an extremely
costly punishment that can result in the contractor being
unable to win future work. On future opportunities, the gov-
ernment will have many concerns and red flags when they
notice one of their offerors has previously been terminated
for default. The SOW and PWS contain the contract’s tech-
nical scope of work and define all management features of
the project. This is one of the most-referenced documents
throughout the life of the contract, as it advises exactly how
the project is to be completed throughout the period of per-
formance (POP). The invoicing and payment provisions sec-
tion of the contract is important to review, as the information
must be passed to the finance department to populate infor-
mation into their cost accounting system. This must be ac-
complished as soon as possible, so the contractor is able to
make payments to the government and create invoices to bill
the government. Lastly, the inspection and acceptance du-
ties are the heart and soul of the COR'’s job. All other func-
tions performed by the COR lead up to the monitoring, in-
spection, and acceptance duties, which are the most im-
portant duties they perform. The COR’s responsibilities cul-
minate in the final acceptance or rejection of the contractor’s
work.

Contract Management and Obligations

The PCO is responsible for monitoring the technical perfor-
mance of the contract. Their primary duties are based
around managing all aspects of the contract, such as provid-
ing administrative, technical, or funding modifications. The
PCO can delegate specific tasks to the COR or Contract
Specialist; however, they are not allowed to make any bind-
ing commitments or changes to the contract. There are
many different types of modifications a PCO must generate
throughout the life of the contract. An administrative change
may be as simple as changing a point of contact’s address
or appointing a new individual to take the position of a for-
mer individual. Oftentimes, a memorandum is created and
sent to the contractor for notification of the change along
with a modification to the contract. Technical modifications
are anything that changes the technical requirements of the
contract; frequently, with incremental funding, they must
modify the entire contract, so it is in writing and legally bind-
ing. Depending on the length of the contract and the type of
contract, the government will provide incremental funding to
contractors. Incremental funding is generally provided when
a contract has multiple option years following the base POP.
The government typically has dollars obligated to the specific



contract; however, they may not have the dollars on hand yet
to provide to the contractor. Contractors awaiting incremental
funding modifications may result in them and any active sub-
contractors working at risk. This can happen quite often;
however, the risk is mitigated quickly, as the government
does not tend to leave contractors working at risk for a long
amount of time. The process is usually rushed on their side
in order to provide dollars to the contractor in a speedy man-
ner.

The PCO is also responsible for managing contract termina-
tions. There are two main types of contract terminations:
Termination for Convenience (T4C) and Termination for De-
fault (T4D). A T4C occurs when the government, at their
discretion, terminates the contract at any time by giving the
contractor a notice of its intentions to terminate the contract,
whether or not the contractor is in default of its obligations of
the contract. A T4D occurs when the contractor fails to per-
form its contractual obligations. Another important aspect of
a PCO’s managing duties is reviewing incurred cost pro-
posals. If a contract includes FAR 52.216-7, Allowable Cost
and Payment, they are required to report and submit, annual-
ly, a reconciliation of actual costs incurred. If not submitted
promptly, the ICS “can be subject to a unilateral decision by
the Contracting Officer (CO) to apply a decrement factor
which will reduce reimbursement  of  incurred
costs” (“Government Contract Rules on Incurred Cost Pro-
posal,” n.d.). It is imperative that the PCO is heavily involved
in the day-to-day duties of managing contracts as all contrac-
tual decisions are their responsibility to supervise and admin-
ister.

Contract Closeout

The final step to managing contracts is administering con-
tract closeout. A contract closeout occurs when “a contract
has met all the terms of a contract and all administrative ac-
tions have been completed, all disputes settled, and final
payment has been made. This includes those administrative
actions that are contractually required; i.e. property, security,
patents, and royalties” (“Contract Closeout,” n.d.). FAR 4.804
discusses all required duties relating to contract closeout,
from government responsibilities to industry responsibilities.
The contract type affects the length of closeout. Firm-fixed-
price contracts must be closed out within six months of the
PCOQ’s receipt of evidence of physical completion. Cost-plus-

fixed-fee contracts, or any type of contract requiring settle-
ment of indirect cost rates, must be closed out within 36
months of the PCO'’s receipt of evidence of physical comple-
tion. All other contract types, such as time and material con-
tracts, must be closed within 20 months of the PCQO’s receipt
of evidence of physical completion (Acquisition.gov, n.d.-a).
Working for the federal government has great advantages;
however, when it comes to contract closeout, the final pay-
ment can be very arduous and can take months for a con-
tractor to receive. So staying ahead in managing the con-
tract, and staying on top of the administrative burden, is key.
The administrative burden placed on professionals comes
from the lengthy and complex administrative actions such as
settling indirect cost rates, completing contract audits, de-
obligating excess funds, completing the final patent report,
ensuring all subcontracts have been settled, and ensuring
classified materials have been disposed of correctly. It is vital
for a contractor to notify the government of any excess funds
remaining on the contract, so they are able to de-obligate
these funds and place them elsewhere. If a contractor fails to
notify the government of excess funds, this can result in the
funding organization losing the opportunity to move these
dollars to another effort. FAR 42.708 provides the procedure
for quick closeout. Quick closeout is an option that can only
be done on two conditions—if the contract is physically com-
plete and the amount of unsettled direct costs and indirect
costs do not exceed the lesser of $1,000,000 or ten percent
of the total contract amount (Acquisition.gov, n.d.-b). Quick
closeout is a beneficial alternative to traditional contract
closeout, as it allows the government to settle its financial
records in a timely manner. Contract closeout is the final step
to managing a contract, as it certifies all work has been com-
pleted and final payment has been made. Once closeout
paperwork has been fully executed and filed, it releases the
government to make any other claims against the contractor
and releases the contractor to make any other claims against
the government.

Conclusion

In closing, federal government contracting is a very profitable
area of legal business; therefore, it is important to under-
stand how to manage the work effectively. There are many
details involved in managing contracts, from pre-contract
award, introducing the solicitation to competition, leading up
to contract award (see Figure 2). The PCO has a great influ-
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Figure 2—Diagram of Pre-and Post-Award Contract Steps



ence on the work of the contract, as they are the one who is
making all of the decisions. The COR and Contract Specialist
assist the PCO with the day-to-day duties involved with man-
aging contracts. With each effort awarded, the same steps in
the contract lifecycle are followed and it is critical for all team
members to comprehend the importance of each step and
understand how to execute the work efficiently. It is vital for
contractors to maintain a healthy relationship with government
personnel, as this increases their likelihood of winning more
work. Working in a contract capacity allows individuals to gain
favorable experience and provides a foot in the door for great-
er opportunities. Excellent rewards, such as a stable work
environment, job security, and substantial income, are given
to those who are able to successfully administer and manage
federal government contracts.
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Leadership Competencies in Contract Management: Essential Skills for an Effective
Contract Manager

Tamara L. Slade
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ABSTRACT

Contract managers and contracting professionals must exhibit leadership in all situations and be competent in contract manage-
ment. Organizations rely on contract managers to be proficient in their profession by accomplishing their mission, vision, and
goals. Influential leaders with leadership competencies can successfully build trust in team relationships and create a healthy
work environment that contributes to an organization’s growth. Contract managers must have leadership competence fo meet
organizational and team objectives. Some key leadership competencies include communication, integrity, teamwork, conflict
management, and problem-solving. An effective contract manager strives for continual growth through leadership and profession-
al development. With organizational support, contract managers must maintain essential skills through technical degrees, certifi-

cation, experience, and continuing education opportunities.

Introduction

Each organization in the government, public, and private sec-
tors require certain levels of leadership. Whether formal or
informal, leadership positions require effective leadership com-
petencies. Contract managers must possess leadership com-
petence in contract management to perform their duties suc-
cessfully (NCMA, 2023). According to NCMA (2023),
“leadership competence integrates and fortifies all the contract
management competencies, and increases the depth, breadth,
and impact of contract management” (p. 34). Those in leader-
ship positions must consistently demonstrate leadership com-
petencies and skill proficiencies. Contract management lead-
ers must exhibit leadership traits, especially in resolving busi-
ness problems related to contract management for competent
contract performance (NCMA, 2023).

1.1 Leadership

What is leadership? Organizations define “leader” and
“leadership” in many ways. According to Barney and Pratt
(2023), “leadership is the ability of an individual or group of
people to influence and guide followers or members of an or-
ganization, society or team” (para 1). When describing a lead-
er, General Norman Schwarzkopf is quoted as saying, “To be
an effective leader, you have to have a manipulative streak—
you have to figure out the people working for you and give
each tasks that will take advantage of his

strength” (Schwarzkopf, n.d.). The two previous examples
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provide a basis for views on leadership. Contract management
leadership involves a formal or informal approach. In leader-
ship competency, successful contract management demands
the following three elements:

e Leadership proficiency through the cumulative effect
of competence, character, collaboration, emotional
intelligence, and vision;

e Specialized management skill, acumen, and judg-
ment in such areas as business management,
change management, financial management, project
management, risk management, and supply chain
management; and

e Continuous, lifelong learning to advance individual
competence and organizational capability (NCMA,
2023, p. 33).

These three elements shape the framework of a contract man-
ager’s behavior and performance in leadership competency
(see Appendix A, p. 33).

When motivated, employees contribute to organizational suc-
cess by accomplishing the organization’s vision, mission, and
goals (NCMA, 2023). Contract managers play a critical role in
an organization by directing and managing contracts through-
out the contract life cycle (Concord, 2023). Contract managers
liaise between stakeholders, employees, customers, vendors,
and independent contractors (Concord, 2023). In Figure 1, The
Contract Management Body of Knowledge (CMBOK®) Com-

Figure 1—The CMBOK® Competency System
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petency System, leadership and management are blended to
illustrate the technical application of contract management
(NCMA, 2023). Leadership competency allows contract man-
agers to grow and become more proficient contract manage-
ment leaders (NCMA, 2023).

1.1.1 Leadership Development

Leadership development is a critical component of any organi-
zation. According to Lawson (2008), “leadership development
is a strategic investment in a structured process that provides
individuals with the opportunities, training, and experiences to
become effective leaders in their organizations” (p. 10). Lead-
ership development can be viewed as an integrated approach
in which employees aid in the success of their organization by
knowledge and skill development (Lawson, 2008). Focusing
on leadership development allows leaders to develop the skills
needed to perform their leadership position (Sindell & Sindell,
2022). In contract management, an organization’s level of suc-
cess depends on how actively they are involved in the mem-
ber’s professional and leadership development (NCMA, 2023).
Blending professional development and leadership develop-
ment contributes to achieving individual competence and or-
ganizational capability (NCMA, 2023).

All organizations strive to have the best and most proficient
leaders on their teams. Regardless of rank, title, position, or
job grade, leadership applies to everyone in the organization,
whether formally or informally (Lawson, 2008). To be success-
ful, organizations must manage some critical success factors
in the following examples:

e Maintain financial performance about peer or industry
norms

e Develop and maintain high-quality service programs
and systems

e Provide profitable, quality services to meet the needs
of the customer

o Establish measurable and attainable growth goals
and targets

o Ensure compliance with regulatory and legal issues

e  Strengthen and promote corporate image in the com-
munity (Lawson, 2008, p. 12)

Compared to Lawson’s critical success factors, organizational
leaders profoundly affect contract management by improving
policies and procedures and inspiring effective contract man-
agement to align the organizations’ objectives (NCMA, 2023).
Contract managers are expected to be technically competent,
achievable through organizational leadership development.

1.1.2 Being a Leader

As discussed previously, leadership can be defined in several
ways and often depends on the situation. A leader is a person
that leads a group or organizations to accomplish objectives
and goals. The follower is in a supporting role to the leader in
which tasks and responsibilities are delegated (Hossain,
2022). Consequently, the leader-follower relationship is crucial
for efficient teams and positive organizational culture. NCMA
(2023) outlines two scenarios regarding leadership. In the first
scenario, “leader to the follower,” the definition of leadership
pertains to the leader’s ability to influence people to achieve
organizational goals (NCMA, 2023). NCMA (2023) specifies
that the basis of leadership competency is the “cumulative
effect of competence, character, collaboration, emotional intel-
ligence, and vision” (p. 35).

In the second scenario, “follower to the leader,” leadership is
viewed as a gift that a follower bestows on a person, which

correlates to the CMBOK'’s five leadership competencies:

Advocates for our competence,
Validates our character,
Encourages collaboration,

Applies emotional intelligence and
Inspires vision (NCMA, 2023, p. 35).

NCMA (2023) uses the analogy that leadership is a gift that
“must be earned and continuously re-earned by the leader” (p.
35). In a speech to the United States Air Force Academy ca-
dets, General Mark Welsh explained, “Leadership is a gift. It is
given by those who follow. You have to be worthy of
it” (USAFA, 2011). A key takeaway from General Welsh’s
message was the importance of getting to know the people
you lead; without them, you cannot be a leader (USAFA,
2011). Contract management demands that leaders under-
stand their responsibilities and their impact on team and or-
ganizational success. This gift of leadership grants contract
leaders the ability to develop leaders and integrate the five
competencies successfully in contract management (NCMA,
2023).

1.2 Competence

Competence means the ability to do well at something and be
effective in performing tasks or a job (see Appendices C and
D, pp. 35-36). In contract management, contract leaders must
be technically proficient at leading others effectively and inter-
acting with stakeholders (NCMA, 2023). Stakeholders will seek
technically competent contract managers to solve contract
management issues or challenges (NCMA, 2023). Contract
leaders must understand contract management’s laws, practic-
es, policies, regulations, and processes. For example, govern-
ment contracting professionals must comply with the Federal
Acquisition Regulation (FAR) in the contracting process. Addi-
tionally, commercial businesses are governed by the Uniform
Commercial Code (UCC).

According to the NCMA (2023), “Contract management is a
profession that requires higher education, professional train-
ing, and occupational experience” (p. 371). Expertise in educa-
tion, training, and experience is developed over a long time by
contract leaders (NCMA, 2023). A technically proficient con-
tract leader is involved in a continuous study program that aids
in the maintenance of contract management knowledge and
skill sets (NCMA, 2023). For example, contracting profession-
als can benefit from participating in “career broadening” or
rotational assignments (Shannon, 2020). Such assignments
provide contract professionals with exposure to different lead-
ership styles and various positions (Shannon, 2020). See Ap-
pendix B on page 34 for professional attributes. As contract
leaders progress in their profession, they must also recognize
and abstain from engaging in forces that oppose competence,
such as ineffective delegation, unproductive habits, overreli-
ance on personal knowledge, and poor time management
(NCMA, 2023).

1.3 Character

Character is what makes you who you are, whether it is good
or bad. According to NCMA (2023), “character fortifies leader-
ship competence and competence fortifies leadership charac-
ter,” and the blending of both is needed for contract manage-
ment performance (p. 36). The high standards of ethical be-
havior and conduct of contract managers are required to per-
form contract management effectively (NCMA, 2023). The
leadership of an organization must utilize character as a focal
point and follow three essential principles:
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e Principle #1: Leaders lead by example.
¢ The entire organization is responsible for ethical
conduct.
O Integral parts of every organization include integ-
rity, honesty, and accountability.

0 Leadership starts at the top.
0 Leaders set the examples—formal or informal.

e Principle #2: Character building is a process.
0 Standards set by leadership should establish
values and expectations.
0 Empower positive behavior and address negative
behavior.

O Possess knowledge, skills, and behaviors for a
cohesive culture.

O Integration of character and excellence in every
organizational function is vital.

e Principle #3: The real test is when the stakes are
high.
0 Regulatory guidance is challenging in contract
management.

O  The importance of making decisions based on
character should never be underestimated.

O Build character and learn from mistakes (NCMA,
2023, pp. 37-38).

Additionally, contract managers can build character through
integrity, decisiveness, and optimism.

1.3.1 Integrity

Integrity means you do the right thing even when no one is
watching you. The most important attribute in business is in-
tegrity (NCMA, 2023). All employees should demonstrate in-
tegrity regardless of job grade; however, those in leadership
positions have a duty to set an example for others. Integrity
can be shown through the following behaviors:

e Being dependable and following through on commit-
ments.

e Being open and honest when communicating with
others.

e Holding yourself accountable and owning up to your
shortcomings (Indeed, 2022).

For example, one of the seven Army Values in the United
States Army is integrity; “do what is right, legally and moral-
ly” (Department of the Army, 2019). This value challenges
leaders to be honest and “do the right thing because their
character permits nothing less” (Department of the Army,
2019).

As illustrated in Table 1, there are three common characteris-
tics of integrity: Ethics and Values, Honesty, and Trust
(NCMA, 2023). Forces that oppose integrity, such as cutting
corners, lack of trust, and abuse of power, are unsuited for
contract managers (NCMA, 2023). Contract managers must
refrain from cutting corners by using practical problem-solving
skills. They must develop trust among other professionals and
understand the boundaries of power.

1.3.2 Decisiveness

Decisiveness involves making decisions even when it seems
unpopular or poses risks (NCMA, 2023). As indicated by Shar-
ma (2023), “Decisiveness helps leaders make the right deci-
sion at the right time. It helps them manage resources optimal-
ly and achieve results faster with less risk” (para 1). In contract
management, contract managers must be able to implement
decisions once they are made, sometimes with incomplete
information (NCMA, 2023). Common characteristics of deci-
siveness are outlined in Table 2.

Forces that oppose decisiveness include inhibitors, outdated
priorities, being too indecisive, and unknown priorities (NCMA,
2023). Inhibition occurs when there is insufficient information,
too much information, or insufficient knowledge of priorities
(NCMA, 2023). Outdated priorities require monitoring to ensure
relevancy with the organization’s current priorities (NCMA,
2023). Being too indecisive demands understanding conse-
quences when decisions are made too quickly. Contract lead-
ers must recognize when indecisiveness impedes progress. If
true priorities are unknown, the leader cannot focus on higher-
priority tasks (NCMA, 2023).

1.3.3 Optimism

Optimism is the third element of character. Merriam-Webster

Table 1: CMBOK’s Common Characteristics of Integrity

CMBOK’s Common Characteristics of Integrity

Ethics and Values

Thought values through and is clear about them.
Deals with close calls by applying them.
Understands value stances.

Speaks up on matters.

Are consistent and in tune with those around them.

Honesty .

« Raise standards of integrity even higher.
Team members will follow when honesty and ethical
behavior are fundamental values.

Trust

Trust is the foundation of relationships.
The key to having influence is to earn trust.
Character makes trust possible.

Trust makes leadership possible.

Note: Adapted from NCMA National Contract Management Association (NCMA). (2023). Contract Management

Body of Knowledge (CMBOK®). (7th ed.).
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Table 2: CMBOK’s Common Characteristics of Decisiveness

CMBOK’s Common Characteristics of Decisiveness

Focus on Making High-Quality |.

o Good decisions involve patience.
Be humble when asking for other people’s opinions or

Decisions thoughts.

« Have the courage to make a decision.

« Allocate to achieve organizational goals.
Resources o Align or produce meaningful results.

« Seek and exploit opportunities to accomplish goals.

Setting Priorities

« Set priorities grounded in the organization’s mission, vi-

sion, and goals.

Stay current and communicate revisions to stakeholders.

« Investigate when the team’s task performance does not
align with the organization’s objectives.

Note: Adapted from NCMA National Contract Management Association (NCMA). (2023). Contract Management Body of

Knowledge (CMBOK®). (7th ed.).

(n.d.) defines optimism as “an inclination to put the most favor-
able construction upon actions and events or to anticipate the
best possible outcome.” NCMA (2023) explains that contract
managers can inspire others when performing their duties fer-
vently. The following are four factors that contribute to opti-
mism:

e Actions - treat people the right way whether they de-
serve it or not.

o Attitude - view contract management as an exciting
challenge.

e Confidence - strong leaders inspire confidence in
others.

e Connection - the responsibility of the leader to initiate
a connection with others (NCMA, 2023).

Chaos, false praise, uncertainty, undermining others, and in-
flexible work styles are forces that oppose optimism (NCMA,
2023). Contract managers must recognize these forces and
apply problem-solving applications for successful outcomes.

1.4 Collaboration

NCMA (2023) states, “Effective collaboration between contract
leaders and contract stakeholders will provide a strong founda-
tion for a successful partnership to accomplish contract perfor-
mance” (p. 43). Collaboration happens when two or more par-
ties work together to accomplish a goal or solve a problem. In
every organization, collaboration skills are essential. Some key
takeaways in collaboration include:

e Teamwork increases productivity and helps develop
healthy relationships between employees.

e Brainstorming and sharing ideas help develop unique
solutions.

e  Collaboration skills empower you to work well with
others (Indeed, 2023).

For contract leaders, it is crucial to collaborate with contract
stakeholders to resolve program issues concerning cost, per-
formance, and schedule.

The forces that oppose collaboration include avoiding confron-
tation, forced consensus, and lack of accountability (NCMA,
2023). Conflict is a part of the process and must be embraced

by stakeholders for a successful collaborative relationship
(NCMA, 2023). Conflict avoidance is harmful and can nega-
tively impact work relationships. It is important to have produc-
tive dialogue between parties to share information for conflict
resolution. In contract management, it is crucial to collaborate
and address issues early on to prevent delays in the contract-
ing process.

1.5 Emotional Intelligence

Cherry (2023) describes emotional intelligence as the “ability
to perceive, interpret, demonstrate, control, evaluate, and use
emotions to communicate with and relate to others effectively
and constructively.” This awareness is used to manage behav-
ior and relationships and is applied by leaders who do not real-
ize they are using it (NCMA, 2023). Some signs and examples
of emotional intelligence include these abilities and character-
istics:

Identify and describe how people are feeling

An awareness of personal strengths and limitations
Self-confidence and self-acceptance

An ability to accept and embrace change

Feelings of empathy and concern for others

Showing sensitivity to the feelings of other people
Accepting responsibility for mistakes

The ability to manage emotions in difficult situations
(Cherry, 2023).

Leadership competencies are strengthened by emotional intel-
ligence when people are inspired to accomplish organizational
goals (NCMA, 2023).

The CMBOK uses an emotional intelligence model that in-
cludes personal and social competencies in contract manage-
ment (NCMA, 2023). Table 3 depicts CMBOK’s Emotional
Intelligence Model. Emotional intelligence comes to some nat-
urally, but there is always room to improve these skills. Ac-
cording to Cherry (2023), there are crucial steps in improving
your social and emotional skills: listening, empathizing, and
reflecting. Those steps include listening to what people are
trying to say, whether verbally or non-verbally, using empathy
to understand the person’s point of view, and reflecting on
other people’s emotions and responses (Cherry, 2023).
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1.6 Vision

Vision is the ability to see the possibilities in people and situa-
tions. Most successful organizations have a vision statement
that outlines their objectives for their present and future
achievements. NCMA (2023) indicates, “For contract manag-
ers, vision is required when developing a plan to produce and
drive behavior to achieve contract performance and mission
success” (p. 45). A clear vision is necessary for contract lead-
ers to be an inspiration to their followers (NCMA, 2023). When
organizations effectively communicate the vision to employees,
they can be actively engaged in accomplishing organizational
goals.

In contract management, CMBOK'’s vision concept focuses on
and is supported by the following six factors:

e Buyingin

e Developing direct reports to others
e Intuition

e Mentoring

e Succession Planning

e Thinking Big (NCMA, 2023).

The commonality of all these factors is leadership development
and growth. Most people have aspirations and goals that they
want to achieve. Organizations must create a positive environ-
ment that allows employees to grow and reach their fullest
potential. For example, mentoring is a valuable tool in assisting
mentees in career advancement with the support of mentors.
An organization’s vision is achievable when interest is shown
in an employee’s professional development.

According to NCMA (2023), the forces that oppose vision are
poor communication, destructive organizational leadership,
living in the past, and losing the big picture. Effective communi-
cation builds trust and is needed for partnerships. Destructive
leaders demand others to follow their vision—get with the pro-
gram or find another job. Leaders who live in the past cling to
their methods instead of considering others. The big picture
gets lost when leaders get overwhelmed, and the vision is
blurred. Successful contract managers must steer clear of
these forces if the vision is to remain intact (NCMA, 2023).

1.7 Contract Manager Skills

The previous sections of this paper have focused on leader-
ship competencies of contract managers. This section will ex-
plore skills essential for contract managers throughout the con-
tract life cycle. The contracting profession is complex and re-
quires a specialized skill set, such as effective problem-
solving, communication, and analytical skills, to develop and
execute business strategies (NCMA, 2023). Additionally,
“Contract managers must understand the regulatory environ-
ment to legally implement effective solutions and manage risk
while satisfying contract requirements and obligations” (NCMA,
2023, p. 115).

1.7.1 Individual and Team Skills

The CMBOK outlines seven skills that contract managers
should develop to be successful in the mastery of contract
management. Those skills are as follows:

e  Sustained motivation
e  Stress management

Table 3: CMBOK’s Emotional Intelligence Model

CMBOK’s Emotional Intelligence Model

Emotional Intelligence

Personal .
Competence

Clear understanding of:

What they do well
What motivates and satisfies them
Which people and situations push their buttons

Happens when you act or do not act
Tolerate uncertainty when exploring emotions
Commitment is tested repeatedly

Social Awareness .
Social .
Competence

Look inward to learn about and appreciate others
Understand emotions
Recognize emotions

Relationship Management

Self-Awareness
Self-Management
Social Awareness

Note: Adapted from NCMA National Contract Management Association (NCMA). (2023). Contract Management Body of

Knowledge (CMBOK®). (7th ed.).
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Current Contract Performance Impact

Future Contract Performance Impact

The top 10 skills respondents believe will affect the The top 10 skills respondents believe impact the
performance of contract managers in the current are: performance of contract managers in the future are:

1 |Responsiveness 1 |Integrity and adherence to ethical standards

2 |Integrity and adherence to ethical standards 2 |Human relations/interpersonal skills

3 |[Timeliness 3 |Business judgement

4 |Written communication 4 |Decision-making

5 |Verbal communication 5 |External customer service

6 |Human relations/interpersonal skills 6 |Written Communication

7 |Problem solving ability 7 |Negotiation

8 |Education 8 |[Customer focus

9 |Internal customer service 9 |Problem-solving ability

10 |Business judgement 10 |Responsiveness

Figure 2—Current and Future Contract Performance Impacts

Analytical reading

Creativity

Initiative

Researching

Diverse experience and skills (NCMA, 2023, pp. 115,
116)

For example, contract managers often have a heavy workload
and can be overwhelmed by stress that can spill over into their
personal lives. A successful contract manager balances those
challenges with a strong support system (NCMA, 2023).

Contract managers in formal leadership positions are respon-
sible for the professional development of their team members
(NCMA, 2023). CMBOK’s guidance on professional develop-
ment demands the following:

e Be experienced,
o Be well-trained, and
o Be professional (NCMA, 2023).

Valuable experience is obtained from problem-solving, and
contract managers are expected to anticipate and mitigate
those problems (NCMA, 2023). Coleman (2020) suggested
that contracting professionals can broaden their knowledge
and expand professional capabilities by using self-study tips
such as web research (i.e. instructional videos on the internet),
resource exchanges (i.e. office resource library), and periodic
news (i.e. weekly news search). Finally, team members who
find that a leader is not concerned with their professional de-
velopment will seek out a leader who is (NCMA, 2023).

In 2001, NCMA (2023) sponsored a study to understand per-
formance metrics and performance evaluation of contracting
professionals in which 75% of the respondents agreed or
strongly agreed that contract management functions in their
organization were evolving into strategic function that interact-
ed with some business aspects of the organization. Some of
the activities included:

Building strong relationships internally and externally,

Conducting strategic planning and sourcing,

Collaborating on acquisition planning,

Participating in cross-functional or integrated process

teams,

e Pursuing innovative contract management or busi-
ness approaches, and

e Making important decisions (NCMA, 2023, p. 6)

Figure 2 outlines the survey results for current and future im-
pact contract performance. See Appendix E on page 36 for the
top 10 highly effective skills.

In this analysis, it is worth noting that integrity and adherence
to ethical standards skills made the top five in both listings.
This paper discusses that integrity is the most essential skill
for successful businesses. When team members trust their
leaders, organizational goals can be accomplished easily.

Conclusion

Contract management is a complex profession that requires
highly skilled contract managers to exhibit ethical behavior in
executing contracts. The CMBOK® provides specific skills and
guidelines for contract managers to follow. Leadership compe-
tencies are crucial at all phases of the contract life cycle. Con-
tract managers must develop these competencies and be in-
terested in their professional development. Organizations must
provide support for contract managers’ professional develop-
ment to contribute to the overall business success.
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Appendix A

Leadership Strategies for Contracting Professionals

Objectives

Build a Plan to:

Develop and leverage strategic relationships from a
contracting leader’s unique perspective.

« Identify critical counterparts and key influencers,
« Build trust and credibility,

« Establish partnerships, and

« Leverage relationships to create solutions.

Build a reputation as a solution-maker within your
organization.

« Take a broader, solution-oriented approach to challenges;
* Add value through your technical knowledge and career
skills; and

« Connect your work to the mission.

3 |Communicate to get results.

« Craft a results-driven message,
« Refine your message to connect with the audience, and
« Establish presence and project confidence.

4 |Empower and engage a team of contract managers.

« Establish a shared team vision,
« Create a culture of engagement, and
« Build up other emerging leaders.

innovation.

Lead effectively through periods of disruption, change, and

« Act decisively during periods of change,

* Re-evaluate vision during periods of change,

* Demonstrate emotional intelligence,

« ldentify key disruptors to and innovations coming to our
profession, and

« Plan for volatility.

Source: NCMA (n.d.)
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Appendix B

Essential “Ingredients” of Professionalism

Telling the truth. Admitting fault and taking
personal responsibility for one's actions.
Fair dealing in good faith.
Being sincere and genuine; exercising
Maturity restraint when necessary and enthusiasm
when appropriate.

Being secure in our own abilities and
comfortable enough with who you are to not

Modesty seek constant praise or recognition from
others.

Doing work completely and covering more

Thoroughness than just the bare essentials. Details are
fleshed out, loose ends are tied up, and the
sums are checked.

Keeping one's promises and obligations.
Reliability Work assignments are completed on time.
Appointments are kept.

F K Telling people what they need to hear
Ll rather than what they may want to hear.

Being well informed and able to render
proper advice and counsel to your clients or
your boss. If you don’t know the answer
you research it.

Ensuring that work is correct - spelling and
Accuracy grammar are checked, inconsistencies are
resolved, and the work is complete.

Source: (Shannon, 2020, p. 26)

Authority
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Appendix C

Department of Defense (DoD) Professional Competencies Model

Professional Competencies
(Encompasses the Office of Personnel Management's professional competencies. Partial mapping to the ANSI/NCMA ASD 1-2019)

Holds self and others accountable for measurable high-quality, timely, and cost-effective results. Determines objectives, sets priorities, and delegates

Accountabili iy . ) . .
y work. Accepts responsibility for mistakes. Complies with established control systems and rules.

he ability to manage human, financial, and information resources strategically. Understands industry behavior and trends to shape smart business
decisions.

Change Management Understands the need for change and helps plan for and accommodate it as creatively and positively as possible.

Encourages creative tension and differences of opinions. Anticipates and takes steps to prevent counter-productive confrontations. Manages and
resolves conflicts and disagreements in a constructive manner.

Continual Learning Assesses and recognizes own strengths and weaknesses; pursues self-development.

Develops new insights into situations; questions conventional approaches; encourages new ideas and innovations; designs and implements new or

Business Acumen

Conflict Management

cutting-edge

m Art of analyzing and evaluating thinking with a view to improving it.

Anticipates and meets the needs of both internal and external customers. Delivers high-quality products and services; is committed to continuous

Customer Service
improvement.

Makes well-informed, effective, and timely decisions, even when data are limited or solutions produce unpleasant consequences; perceives the impact

iven . - -
Decisiveness land implications of decisions.

Develops the ability of others to perform and contribute to the organization by providing ongoing feedback and by providing opportunities to learn

Developing Others through formal and informal methods.

Understands and keeps up to date on local, national, and international policies and trends that affect the organization and shape stakeholders' views; is
aware of the organization's impact on the external environment.

Is open to change and new information; rapidly adapts to new information, changing conditions, or unexpected obstacles.

Influencing/Negotiating |Persuades others; builds consensus through give and take; gains cooperation from others to obtain information and accomplish goals.

Integrity/Honesty Behaves in an honest, fair, and ethical manner. Shows consistency in words and actions. Models high standards of ethics.

reats others with courtesy, sensitivity, and respect. Considers and responds appropriately to the needs and feelings of different people in different
situations.

Fosters an inclusive workplace where diversity and individual differences are valued and leveraged to achieve the vision and mission of the
lorganization.

Oral Communication Makes clear and convincing oral presentations. Listens effectively; clarifies information as needed.

Source: (Defense Acquisition University, n.d.)

Leveraging Diversity
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Appendix D

DoD Professional Competencies Model

(Encompasses the Office of Personnel Management's professional competencies. Partial mapping to the ANSI/NCMA ASD 1-2019)

Professional Competencies

Partnering

Political Savvy

Develops networks and builds alliances; collaborates across boundaries to build strategic relationships and achieve common goals.

Identifies the internal and external politics that impact the work of the organization. Perceives organizational and political reality and acts accordingly.

Problem Solving

Identifies and analyzes problems; weighs relevance and accuracy of information; generates and evaluates alternative solutions; makes
recommendations.

;‘:::L‘;fie::'ce Shows a commitment to serve the public. Ensures that actions meet public needs; aligns organizational objectives and practices with public interests.

Relationship
Management

Resilience
Strategic Thinking
Teambuilding

Technical Credibility

Understand the role of each functional member on the acquisition team to communicate, collaborate, and resolve conflict; fosters an environment of
transparency and teamwork where all team members contribute to the mission.

Deals effectively with pressure; remains optimistic and persistent, even under adversity. Recovers quickly from setbacks.

Knowledge of the principles, methods, and tools used for risk assessment and mitigation, including assessment of failures and their consequences.

Formulates objectives and priorities, and implements plans consistent with the long-term interest of the organization in a global environment.
Capitalizes on opportunities and manages risks.

Inspires and fosters team commitment, spirit, pride, and trust. Facilitates cooperation and motivates team members to accomplish group goals.

Understands and appropriately applies principles, procedures, requirements, regulations, and policies related to specialized expertise.

Keeps up-to-date on technological developments. Makes effective use of technology to achieve results. Ensures access to and security of technology

Technology
Management

systems.

Understanding Industry |Knowledge of industry perspectives and motivations.

Takes a long-term view and builds a shared vision with others; acts as a catalyst for organizational change. Influences others to translate vision into

action.

Written Communication

Writes in a clear, concise, organized, and convincing manner for the intended audience.

Source: (Defense Acquisition University, n.d.)

Appendix E
Top 10 Skills for Highly Effective Contract Managers

Top 10 Skills for Highly Effective Contract Managers

Skill Percentage

. Understand contract terms and conditions. 85%

. Negotiation tactic and planning 82%

. Soft skills (influencing, persuasion, etc.) 76%

Risk Management 73%

Handling conflict situation and dispute resolution 66%

Managing internal stakeholders 65%

Understand the fundamental principles of contract law 60%

Create

a performance framework for suppliers 56%

1
2

3

4.

5. Financial Analysis 70%
6

7

8

9

1

0. Relationship Management 55%

Source: (Chartered Institute of Procurement & Supply, 2020)
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ABSTRACT

This research will provide an overall presentation of how the government manages contracts. It will focus on information related
to the Federal Acquisition Regulations (FAR) and will include types of contracts, federal contract importance, and contract op-
tions that are accessible to federal agencies. It will review the history of federal contracts and relate its importance to how the
process is managed in the present day. Finally, this research will discuss the Joint Acquisition Review Board (JARB), as it is an
important aspect of the government procurement process and plays a critical role in managing government contracts.

Introduction

Background and Importance of Federal Contracts

Annually, the United States Federal Government spends bil-
lions of dollars on procurement contracts, making it one of the
biggest global purchasers of goods and services. These con-
tracts are used to acquire a wide range of goods and services,
from military equipment and technology to construction ser-
vices and office supplies (Van Den Berg et al., 2019). The im-
portance of federal contracts in government procurement can-
not be overstated, as they are essential to ensuring that the
government can effectively carry out its responsibilities and
functions. The federal government has a complex system of
regulations and procedures in place for managing contracts.
The Federal Acquisition Regulations (FAR) (2022) is among
the most critical regulations, which sets out the rules and pro-
cedures for federal procurement contracts. The FAR covers a
wide range of topics, including contract types, contract pricing,
contract administration, and contract clauses.

Federal contracts are important in government procurement,
as they are used to acquire goods and services that are essen-
tial to the functioning of the government. For example, the De-
partment of Defense (DoD) uses contracts to acquire weap-
ons, equipment, and technologies that are necessary for na-
tional defense (Hebous & Zimmermann, 2021). The Depart-
ment of Health and Human Services uses contracts to acquire
medical supplies and services that are essential for public
health. In addition to ensuring that the government has the
goods and services it needs, federal contracts are also im-
portant for promoting competition and efficiency in government
procurement (Voorn et al., 2019). The government can ensure
that it is getting the best value for its money and that it is not
overpaying for goods and services by using contracts (Kang et
al., 2019). Contracts also help to promote competition among
vendors, which can lead to better prices and higher quality
goods and services. However, managing federal contracts is
not without its challenges. The complexity of the procurement
process, the high volume of contracts, and the need to ensure
compliance with regulations can make it difficult to effectively
manage contracts. Additionally, there is always the risk of
waste, fraud, and abuse, which can result in significant finan-
cial losses for the government.

Overview of FAR and Its Role in Managing Contracts

The FAR is a set of rules and regulations that govern the ac-

quisition process for the U.S. government. The FAR guides
federal agencies on the proper procedures for acquiring goods
and services, and it also establishes the terms and conditions
that must be met by contractors (FAR, 2022). The FAR is a
complex document, consisting of multiple subparts and claus-
es; and it covers all aspects of the procurement process, from
acquisition planning to contract administration. The FAR plays
a critical role in managing contracts in the government pro-
curement process. The framework established by the regula-
tion ensures that contracts are awarded impartially and that the
government obtains the most favorable outcomes for its money
during the acquisition process (Voorn et al., 2019). The FAR
requires agencies to conduct market research to identify po-
tential sources of supply, solicit competitive proposals, and
evaluate offers based on a set of predetermined criteria. Fur-
thermore, it mandates that agencies engage in negotiations
that incorporate clauses and stipulations that are advanta-
geous to the government’s interests when forming contracts.

The FAR governs the contract options that are accessible to
federal agencies, such as indefinite-delivery, fixed-price, incen-
tive, and cost-reimbursement contracts (FAR, 2022). Each
type of contract has its own set of rules and regulations that
must be followed, and agencies must select the contract that
specifically meets the requirements of the acquisition. In addi-
tion to guiding the types of contracts that are available, the
FAR also guides contract administration. This includes require-
ments for the submission of progress reports, the monitoring of
contractor performance, and the handling of disputes and
claims (Hebous & Zimmermann, 2021). The FAR also requires
agencies to ensure that contractors comply with all applicable
laws and regulations, including those related to equal oppor-
tunity, labor standards, and environmental protection (FAR,
2022). Therefore, the study aims to assess the effectiveness of
incentive contracts in managing government contracts.

Review of Relevant Literature and Research
Historical Perspective of Federal Contracts in the U.S.

The United States Government has been providing contracts
to private companies for various services and goods since its
inception. The concept of federal contracting dates back to the
19th century when the federal government began to expand its
services and required private assistance to achieve its objec-
tives (Van Den Berg et al.,, 2019). The federal government
previously relied on its own resources to provide services and
goods to its citizens. However, as the country expanded and
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its needs grew, it became clear that the government required
assistance from the private sector to achieve its objectives.
The first federal contract was awarded in 1792 to build a light-
house in Cape Henry, Virginia (Kang et al., 2019). This con-
tract marked the beginning of the federal government’s reli-
ance on private companies to provide services.

In the mid-19th century, during the Civil War, the federal gov-
ernment began to rely more heavily on private contractors to
provide goods and services. The government contracted pri-
vate companies to provide weapons, ammunition, and other
supplies to the Union Army. After the war, the government
continued to contract private companies to provide infrastruc-
ture, such as railroads, to expand the country (Wang et al.,
2019). During the 20th century, federal contracting became
more standardized, and laws and regulations were put in place
to regulate the process. In 1933, the FAR was created to
standardize federal procurement procedures (Girth & Lopez,
2019). The FAR established a set of rules for federal con-
tracts, including competitive bidding, cost accounting, and cost
principles. In the 1960s, the federal government began to con-
tract more with small businesses and minority-owned busi-
nesses as part of the Civil Rights movement (Hebous & Zim-
mermann, 2021). The Small Business Administration was cre-
ated in 1953 to assist small businesses in obtaining federal
contracts. The government also established goals for contract-
ing with minority-owned businesses.

The U.S. economy has been substantially affected by federal
contracts, as the government is one of the most prominent
procurers of goods and services globally, with more than $500
billion in contracts granted annually (Coglianese & Lampmann,
2020). Federal contracts have provided opportunities for busi-
nesses to expand their operations and hire more employees.
In 2020, small businesses received over $132 billion in federal
contracts (Hebous & Zimmermann, 2021). Federal contracts
have also helped to drive innovation in various industries. The
government has contracted with private companies to develop
new technologies and products, such as the Internet and GPS.
Federal contracts have also played a significant role in the
defense industry, providing essential equipment and technolo-
gy for the military.

Overview of the FAR and Its Regulations on Types of Con-
tracts

The FAR is a comprehensive collection of rules that regulates
every aspect of the procurement process of the federal gov-
ernment. It is divided into subparts that deal with particular
issues such as contract formation, contract administration,
acquisition planning, and contract closeout (FAR, 2022). The
FAR pertains to all federal agencies and their contractors, and
its aim is to guarantee that the government receives the best
possible value for the goods and services it purchases. The
FAR establishes uniform policies and procedures for contract-
ing, promotes competition, and protects the interests of the
government.

The FAR outlines several types of contracts that the federal
government may use to procure goods and services. The se-
lection of the contract types is determined by the kind of job
that needs to be carried out, the potential hazards, and the
level of ambiguity linked with the job (FAR, 2022). Firm-Fixed-
Price (FFP) contracts are the prevailing form of contract em-

ployed by the federal government. In an FFP contract, the
contractor is compensated a set price for the products or ser-
vices delivered, irrespective of the actual costs sustained. FFP
contracts are appropriate for well-defined projects where the
risks and costs are predictable.

Cost-reimbursement contracts are used when the risks and
uncertainties associated with the work are significant, and the
costs cannot be accurately estimated. A cost-reimbursement
contract entails paying the contractor for the real costs borne,
as well as a fee. Compared to FFP contracts, cost-
reimbursement contracts offer more flexibility; but they also
pose more risks to the government (Van Den Berg et al.,
2019). Furthermore, Time-and-Materials (T&M) contracts are
utilized when the contract's scope of work cannot be clearly
defined from the outset. Under a T&M contract, the contractor
is paid for the actual hours worked, plus the cost of materials
used. T&M contracts are typically used for short-term projects
or to augment the work of government employees. Moreover,
Indefinite-Delivery/Indefinite-Quantity (IDIQ) contracts are
used when the government has a recurring need for goods or
services over a specified period (Kang et al., 2019). In an IDIQ
contract, the government orders a specific number of products
or services as required, up to a predetermined cap. IDIQ con-
tracts provide flexibility and speed in procuring goods and ser-
vices, but they also require ongoing management and over-
sight.

Analysis of Studies on the Effectiveness of Various Types
of Contracts, with a Focus on Incentive Contracts

Incentive contracts have become increasingly popular in gov-
ernment procurement as a way to encourage contractors to
perform well and achieve specific goals. However, there is a
lack of consensus regarding the effectiveness of incentive
contracts compared to other types of contracts (Kang et al.,
2019). The most prevalent contract type employed by the gov-
ernment is the FFP contract, which guarantees a set price for
products or services regardless of the actual costs sustained
by the contractor. In contrast, Cost-Reimbursement contracts
compensate the contractor for the real costs incurred, as well
as a fee. T&M contracts are utilized when the contract’s scope
of work cannot be clearly defined from the outset (Wang et al.,
2019). T&M contracts provide flexibility, but they also pose
risks to the government. IDIQ contracts offer agility and rapidi-
ty when acquiring goods and services, yet they necessitate
continual supervision and administration.

Incentive contracts are designed to provide a financial incen-
tive for contractors to achieve specific goals or performance
metrics. Incentive contracts can be used to motivate contrac-
tors to deliver high-quality goods and services, complete pro-
jects on time, and reduce costs. Girth and Lopez (2019) have
shown that incentive contracts can be effective in improving
contractor performance. The authors further showed that in-
centive contracts resulted in higher performance levels than
fixed-price contracts (Girth & Lopez, 2019). Another study by
Wang et al. (2019) found that incentive contracts led to cost
savings and improved performance in the healthcare industry.
However, some studies have shown that incentive contracts
can lead to unintended consequences. Analysis by Coglianese
and Lampmann (2020) shows that incentive contracts can
create a conflict of interest for contractors, as they may priori-
tize meeting incentive targets over fulfilling their contractual
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obligations. Incentive contracts can also be difficult to adminis-
ter and monitor, leading to additional costs and administrative
burdens.

Research Methodology

Data Collection Methods

Published materials, such as books and white papers, have
been used to provide an overview of the use of incentive con-
tracts in government procurement and to discuss best practic-
es and potential pitfalls. Peer-reviewed journals have also
been used to study the effectiveness of incentive contracts in
government procurement (Alam, 2021). For instance, the use
of incentive contracts in the U.S. Department of Defense (DoD)
has proved effective in improving contractor performance and
achieving cost savings.

Articles in popular publications, such as magazines and news-
papers, have also been used to gather information on the use
of incentive contracts in government procurement and to high-
light specific case studies. For example, an incentive contract
has been applied by the U.S. Government, particularly the
DoD, to improve the performance of a contractor responsible
for maintaining military equipment (Alam, 2021). In addition,
government publications, such as reports and white papers,
have provided valuable data and insights on the use of incen-
tive contracts in government procurement. The Government
Accountability Office has published several reports on the use
of incentive contracts in various government agencies (Mitchell
& Rich, 2020). Case studies have also been used to assess
the effectiveness of incentive contracts in managing govern-
ment contracts (Stier et al., 2020). For example, a case study
published in the Journal of Construction Engineering and Man-
agement analyzed the use of incentive contracts in a highway
construction project and found that they were effective in
achieving project goals and improving contractor performance.

Data Analysis Techniques

Statistical analysis has been used to examine the effective-
ness of incentive contracts in achieving specific outcomes,
such as cost savings, schedule adherence, and quality im-
provements. For example, researchers have used regression
analysis to estimate the impact of incentive contracts on con-
tractor performance and to identify factors that influence the
effectiveness of these contracts (Stier et al., 2020). Further,
content analysis has been used to examine the language and
terms used in incentive contracts and to identify patterns and
themes related to contract design and implementation. Alam
(2021) has conducted content analysis on incentive contracts
in the DoD to identify common types of incentives used and to
assess the effectiveness of these incentives in achieving spe-
cific goals.

Case study analysis has been used to examine the effective-
ness of incentive contracts in specific projects or programs.
This type of analysis involves an in-depth examination of a
particular project or program, often using multiple data sources
and methods, to identify the key factors that contribute to suc-
cess or failure (Mitchell & Rich, 2020). Comparative analysis is
another approach which involves comparing the effectiveness
of different types of contracts or different incentive structures in
achieving specific outcomes. Comparative analysis can help

identify best practices and lessons learned from previous pro-
jects and programs.

Limitations and Challenges

The limited availability of data is a key challenge. Government
procurement data can be complex and difficult to access, mak-
ing it challenging to conduct comprehensive analyses of incen-
tive contracts. Some government agencies may be reluctant to
share data due to confidentiality concerns or other reasons
(Stier et al., 2020). The potential for biases in the data is an-
other limitation. As an illustration, contractors may be motivat-
ed to disclose favorable results in order to uphold their stand-
ing and secure forthcoming contracts; while government offi-
cials may be motivated to reveal favorable results to showcase
the efficacy of their procurement procedures (Mitchell & Rich,
2020). The challenge can make it difficult to determine the true
effectiveness of incentive contracts in managing government
contracts.

Furthermore, there may be challenges in defining and measur-
ing the outcomes of incentive contracts. Different stakeholders
may have different priorities and definitions of success, which
can make it challenging to assess the overall effectiveness of
these contracts (Voorn et al., 2019). The effectiveness of in-
centive contracts may depend on external factors, such as
changes in the market or regulatory environment, which can be
difficult to control in research studies (Girth & Lopez, 2019). In
addition, there may be challenges in generalizing the findings
from studies on incentive contracts to different contexts and
government agencies. The effectiveness of incentive contracts
can vary depending on various factors such as the magnitude
and intricacy of the project, the degree of competitiveness in
the sector, and the proficiency of the government procurement
team, among others.

Analysis and Discussion
Overview of Various Contracts

Government procurement is heavily reliant on contracts, with
numerous contract types available for government agencies to
procure goods and services from contractors. Three prevalent
contract types used in government procurement include fixed-
price contracts, cost-reimbursement contracts, and incentive
contracts. In fixed-price contracts, the government and con-
tractor agree on a set price for the goods or services being
supplied (Kang et al., 2019). Fixed-price contracts are typically
employed in situations where the scope of work is clearly out-
lined and the possibility of exceeding the budget is minimal.
Fixed-price contracts can provide cost certainty for the govern-
ment, but they may not provide much flexibility for the contrac-
tor if unforeseen issues arise during the project.

Cost-reimbursement contracts are agreements in which the
government pledges to reimburse the contractor for the legiti-
mate costs associated with the project, in addition to a fee.
Such contracts are commonly utilized in instances where the
scope of work is indeterminate or when the government de-
sires to retain more authority over the project. Cost-
reimbursement contracts can provide flexibility for the contrac-
tor, but they may also increase the risk of cost overruns for the
government (Girth & Lopez, 2019). Incentive contracts are
contracts that include incentives for the contractor to achieve
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specific outcomes, such as cost savings, schedule adher-
ence, or quality improvements. There are various structures
for such contracts, including cost-reimbursement, fixed-price
incentive, incentive, and award-fee contracts. Incentive con-
tracts are frequently employed by the government to encour-
age contractors to perform exceptionally well and accom-
plish particular objectives. Incentive contracts can provide
benefits for both the government and the contractor, but they
may also be more complex to design and implement than
fixed-price or cost-reimbursement contracts (Voorn et al.,
2019). In government procurement, fixed-price, incentive, as
well as cost-reimbursement contracts, all hold significant
value as essential instruments (FAR, 2022). Each type of
contract has its benefits and drawbacks, and government
agencies must carefully consider their procurement needs
and the specific requirements of each project before select-
ing a contract type. By understanding the advantages and
disadvantages of each type of contract, government agen-
cies can choose the contract type that best fits their needs
and helps ensure the successful completion of their procure-
ment projects.

In-depth Analysis of Incentive Contracts

Incentive contracts are an effective way for the government
to incentivize contractors to perform at a high level and
achieve specific goals beyond the basic delivery of goods or
services. Fixed-price incentive contracts are a form of incen-
tive contract that awards the contractor a predetermined
sum for fulfilling the work, in addition to a supplementary
incentive payment, if the contractor achieves or surpasses
particular performance objectives. According to this assess-
ment literature analysis, fixed-price incentive contracts are
most effective when used for projects where the cost and
performance risks are moderate, and the contract terms are
well-defined (Kang et al., 2019). The study also found that
fixed-price incentive contracts may be less effective for pro-
jects where the risks are high or the contract terms are less
well-defined.

Fixed-price incentive (firm target) contracts are akin to fixed-
price incentive contracts, but there is no arrangement for
dividing the cost savings if the contractor outperforms the
target. The research indicates that fixed-price incentive (firm
target) contracts work best when the performance target is
clearly delineated, and the cost savings are projected to be
insignificant (Voorn et al., 2019).

Fixed-price incentive (successive targets) contracts are
agreements in which the contractor receives a set sum for
finishing the work, coupled with an extra incentive payment if
the contractor attains or surpasses a series of increasingly
challenging performance objectives. The analysis found that
fixed-price incentive (successive targets) contracts can be
effective when the performance targets are well-defined and
the contractor has the necessary resources and capabilities
to meet the targets, as ascertained by Girth and Lopez
(2019). However, the study also found that fixed-price incen-
tive (successive targets) contracts may be complex to de-
sign and implement, and may require extensive monitoring
and oversight. Cost-reimbursement incentive contracts are
akin to cost-reimbursement contracts, where the government
refunds the contractor for the actual expenses incurred dur-
ing the project, along with an additional incentive payment if
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the contractor achieves or exceeds specific performance
targets. The study found that cost-reimbursement incentive
contracts can be effective for projects where the risks are
high, and the government needs to have more control over
the project as Wang et al. (2019) suggested. However, the
study also found that cost-reimbursement incentive contracts
may increase the risk of cost overruns for the government.

Joint Acquisition Review Board (JARB) and
Managing Government Contracts

Purpose and Function of JARB

The Joint Acquisition Review Board (JARB) is an important
aspect of the government procurement process that plays a
critical role in managing government contracts. The JARB is
a multi-disciplinary team of experts who evaluate, review
and approve the acquisition strategies for major defense
acquisition programs. The board is tasked with assessing
the cost, schedule, and performance risks of the acquisition
program to ensure that it aligns with the overall goals of the
government (Army in Europe Pamphlet, 2015). The JARB
reviews the acquisition plans, proposals, and contracts to
ensure that they comply with government regulations, poli-
cies, and procedures. In particular, the JARB evaluates the
effectiveness of incentive contracts in managing government
contracts (Army in Europe Pamphlet, 2015). The board as-
sess whether the incentives are aligned with the program
objectives and whether they are designed to encourage the
contractor to achieve the desired outcomes.

The JARB plays a crucial role in ensuring that the incentive
contracts are formulated to create a fair balance of risk and
reward for both the government and the contractor. The
board scrutinizes the incentive contracts’ arrangement,
which includes target costs, performance metrics, and the
type of incentives offered (Army in Europe Pamphlet, 2015).
The JARB assesses whether the incentives are designed to
encourage the contractor to achieve the desired outcomes
and whether they provide sufficient rewards to incentivize
the contractor to take on the risks associated with the pro-
gram (Wang et al., 2019). The JARB also plays an important
role in monitoring the performance of the contractor under
incentive contracts. The board reviews the performance met-
rics, evaluates the contractor’s progress toward meeting the
targets, and assesses the effectiveness of the incentives in
driving the desired outcomes. In addition, the JARB over-
sees the cost and timeline performance of the project to veri-
fy that the contractor is fulfilling its commitments according
to the contract.

Role of JARB in Managing Federal Contracts, with a
Focus on Incentive Contracts

The JARB is a vital component of the government procure-
ment process that plays a significant role in managing feder-
al contracts, especially incentive contracts. It is responsible
for evaluating, reviewing, and approving acquisition strate-
gies for major defense acquisition programs to ensure that
they align with the government’s objectives (Army in Europe
Pamphlet, 2015). The board’s primary goal is to assess the
cost, schedule, and performance risks of the acquisition pro-
gram to ensure that they are effectively managed. One of
the most important roles of the JARB is to ensure that incen-



tive contracts are designed and implemented effectively. The
board evaluates the incentive contracts to ensure that they are
structured in a way that balances risk and reward for both the
government and the contractor (Van Den Berg et al., 2019).
The JARB reviews the structure of the incentive contracts,
including the target costs, performance metrics, and the nature
of the incentives themselves. They also evaluate whether the
incentives are designed to encourage the contractor to
achieve the desired outcomes and whether they provide suffi-
cient rewards to incentivize the contractor to take on the risks
associated with the program.

The JARB also plays a critical role in monitoring the perfor-
mance of the contractor under the incentive contracts. The
board reviews the performance metrics, evaluates the contrac-
tor's progress toward meeting the targets, and assesses the
effectiveness of the incentives in driving the desired outcomes.
The JARB tracks the program’s costs and timeline perfor-
mance to guarantee that the contractor is fulfilling its contrac-
tual obligations (Army in Europe Pamphlet, 2015). Moreover,
the JARB ensures that incentive contracts comply with govern-
ment regulations, policies, and procedures. The board reviews
the acquisition plans, proposals, and contracts to ensure that
they comply with the government’s procurement guidelines.
This is to guarantee that the government’s interests are pro-
tected and that the contract is awarded to the most suitable
and qualified contractor.

Conclusion
Summary of Findings

The study “Assessing the Effectiveness of Incentive Contracts
in Managing Government Contracts” analyzed the effective-
ness of different types of contracts, with a focus on incentive
contracts. The study found that incentive contracts can be an
effective tool for managing government contracts, but their
success depends on their design and implementation. The
study recognized four incentive contract variants: cost-
reimbursement incentive, fixed-price incentive (firm target),
fixed price incentive (successive targets), and fixed-price in-
centive contracts. The review of these contracts revealed that
they can effectively boost contractor performance and deliver
the intended results if structured appropriately.

The assessment also highlighted the importance of the JARB
in managing incentive contracts. The JARB has an important
responsibility in making sure that incentive contracts are creat-
ed, executed, and overseen with efficiency. The board evalu-
ates the incentive contracts, monitors the contractor’s perfor-
mance, and ensures that the contracts comply with govern-
ment regulations, policies, and procedures. The research also
revealed that incentive contracts can be more successful than
alternative contract types, such as cost-reimbursement and
fixed-price contracts, in attaining the intended results. The
analysis showed that incentive contracts can motivate contrac-
tors to take on additional risks, innovate, and deliver high-
quality products and services. However, the study also identi-
fied some limitations and challenges associated with incentive
contracts, such as data availability and potential biases in per-
formance evaluation. Therefore, the success of incentive con-
tracts depends on their design, implementation, and monitor-
ing, as well as the availability and quality of performance data.

Implications for Contract Management in Government
Procurement

The findings from the analysis “Assessing the Effectiveness of
Incentive Contracts in Managing Government Contracts” have
important implications for contract management in government
procurement. The assessment suggests that incentive con-
tracts can be an effective tool for managing government con-
tracts, but there are potential benefits and drawbacks to con-
sider. One of the potential benefits of using incentive contracts
is that they can motivate contractors to take on additional risks
and invest in innovation, which can lead to higher-quality prod-
ucts and services. Incentive contracts can also align the inter-
ests of the contractor and the government by rewarding con-
tractors for achieving desired outcomes. In this way, incentive
contracts can help to ensure that the government gets the best
value for its procurement dollars. However, there are also po-
tential drawbacks to using incentive contracts. One of the main
limitations is that they can be more complex and time-
consuming to negotiate and administer than other types of
contracts. Incentive contracts also require a significant amount
of data to monitor contractor performance, which may not al-
ways be available. Furthermore, the performance evaluation
process can be subjective and may be subject to biases.

The assessment suggests that to effectively manage incentive
contracts in government procurement, it is essential to ensure
that the contracts are appropriately designed, implemented,
and monitored. This requires careful consideration of the spe-
cific objectives of the contract and the risks involved. Incentive
contracts need to be structured in a way that balances risks
and rewards, and the performance evaluation process needs
to be fair and transparent. The study also highlights the im-
portance of the JARB in managing incentive contracts. The
JARB has a vital responsibility in ensuring that incentive con-
tracts are appropriately structured and adhere to the regula-
tions set by the government. Besides this, the JARB monitors
contractor performance to ensure that the government is get-
ting the best value for its procurement dollars.

Recommendations for Future Research

Based on the review and analysis of the available literature,
there are several areas for potential future research on incen-
tive contracts in government procurement. One area of re-
search could focus on identifying the specific factors that con-
tribute to the success of incentive contracts. While some stud-
ies have examined the effectiveness of incentive contracts,
there is limited research on the specific factors that lead to
success in implementing these contracts. By identifying these
factors, government agencies and contractors could better
understand how to structure and implement incentive contracts
to maximize their effectiveness. Another area of research
could focus on the impact of incentives on contractor behavior.
While incentive contracts are designed to incentivize contrac-
tors to perform at a higher level, there is limited research on
how incentives impact contractor behavior. Future research
could examine the extent to which contractors respond to dif-
ferent types of incentives and how this impacts overall contract
performance. Moreover, there is a need for additional research
on the use of incentive contracts in different contexts. While
incentive contracts have been used in a variety of government
procurement settings, there is limited research on their use in
specific industries or for specific types of projects. By examin-
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ing the use of incentive contracts in different contexts, re-
searchers could identify the factors that contribute to their
success or failure in different settings.
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Examining the Intricacies of Contract Interpretation by Avoiding Ambiguous Language
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ABSTRACT

This research will examine the effectiveness of contract interpretation through an assessment of the various modes for interpreta-
tion: written, objective, and subjective. Also used in these analyses are perspectives from in-industry professionals with scenari-
os encountered during their careers and outcomes. Areas of potential risk and benefits will also be evaluated to fully understand
the critical nature of contract interpretation and the necessity to avoid ambiguous language.

Introduction

Contract interpretation is critical for both contractors and the
government. It is the form of communication that drives the
contract, but a well-known fact is that communication is often
difficult. Interpreting a contract is no different. Contract inter-
pretation begins with the solicitation process and continues
through contract closeout. At any point in the life of a contract,
interpretation can come into question. Sometimes the resolu-
tion is an easy conversation between a contracting officer and
the contractor; at other times, it may end in a courtroom.

Background of the Problem

Ideally, contracts are written clearly and unambiguously. This
leaves little room for misinterpretation. However, it is easy for
people to believe their communication is clear; but they fail by
including ambiguous, implied, or hidden meanings.

1. Words are ambiguous when they are open for interpreta-
tion or have more than one meaning. This misinterpreta-
tion occurs when the contract is written so that both inter-
pretations are credible, but not the same.

2. Hidden, also called latent, ambiguities occur when the
writer does not fully describe the intent of the require-
ment; so the interpretation is open ended for another
conclusion to be made. Contra proferentem rule states,
“A reasonable interpretation of a latent ambiguity will be
construed against the drafter” (O’Connor, 2018). This
type of ambiguity leaves the government at risk, since the
contractor may not recognize there are multiple implica-
tions for the requirement and does not seek out clarifica-
tion, as it is not obvious. Additionally, the contractor, ra-
ther than the government, is more likely to draw on the
situation most favorable to them.

Researcher’s Work Setting and Role

The researcher for this study is pursuing a Bachelor of Sci-
ence degree in Acquisition and Contract Management. The
researcher has worked in the government contracting industry
for over 15 years and has applied knowledge gained from the
field to this assessment. Information gained throughout this
process will also be applied in the future of their career. Re-
search questions included within this study are provided by
the researcher and discussed with working professionals with-
in the field of government contracting.

Statement of the Problem

Ambiguous contracts can lead to misinterpretation/

miscommunications in a variety of ways. Any time ambiguous
wording occurs, the government is at risk of Contra
proferentem, since they are the drafters of the contract. Con-
tributing to ambiguity is contractual intent, which is best con-
veyed when written; however, this is not the only way to con-
vey intent. The problem with conveying intent when not writ-
ten is that it can often lead to multiple interpretations of a con-
tract. Additionally, even written contracts can have significant
problems relaying intent when written incorrectly.

Purpose and Importance of the Study

The purpose of this study is to find out how professionals in
the field experience contractual interpretation, as well as how
they handle ambiguous contracts. The benefits of a well writ-
ten contract are a seamless delivery from the contractor with
the government requirement being fulfilled. It is advantageous
to the government, the contractor, and the taxpayer to have a
well written contract, with limited risk of misinterpretation and
clearly defined requirements.

Research Questions

Nine research questions were presented to three profession-
als with a combined ninety-seven years of experience in gov-
ernment contracting. These questions are specific to contract
interpretation, avoiding ambiguity, and skills used for manag-
ing the relationship between a contracting officer and contrac-
tor when ambiguity exists. Each interviewee was asked the
same questions, in the same manner. The questions take a
qualitative approach in determining the importance of commu-
nication and avoiding ambiguity.

Limitations

This study was limited in the fact that interpretation is current-
ly left to humans. While the awareness of ambiguous lan-
guage is crucial for contract interpretation, the impact of hu-
manity is not without fault. Even effective studies and recom-
mendations cannot create a foolproof or nonrecurrence of
ambiguous language. Additionally, not much data was found
for tracking the frequency of the cost of issuing ambiguous
contracts, even though the problem is extremely common.
This study is limited on data analysis outside of industry pro-
fessionals or court filings/determinations.

The research was also limited in number of surveys conduct-
ed. Because the questions were formatted to be specific and
numerous, a limited number of participants were selected for
feedback. Because of the small amount of participants, and
the participants being from three separate perceptions, some
conclusions could be inaccurate for the industry as a whole.
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List of Definitions

Because this study focuses on interpretation, the researcher
would be remiss not to include a list of definitions to ensure
the reader fully understands the language used in the gov-
ernment contract industry.

“Handbook for Preparation of Statement of Work” states that
a Statement of Work (SOW):

Defines that contract and is subject to the interpre-
tations of contract law. The SOW must clearly de-
fine the work to be performed, since the language
detailing the contractor’s effort may be pertinent to
legal questions concerning the scope of work. In a
dispute concerning performance, rights, or obliga-
tions, clearly defined requirements will enhance the
legal enforceability of a SOW, which has a high
level of precedence in the solicitation document
and contract as stated in FAR 52.215-33 (p. 5).

A contracting officer, also abbreviated as “KO” (not to be
confused with “CO” which could mean commanding officer
to those who have or are currently serving in the military) is
defined as the absolute authority over entering, administer-
ing, or terminating contracts. They have the power to bind
the government, but only to the level in which they have
been appointed/delegated (71.602-1 Authority. | Acquisi-
tion.GOV, n.d.). The contracting officer is responsible for
ensuring the performance of all contract actions are effec-
tive, the government and contractor are compliant with terms
of the contract, and safeguarding the interest of the govern-
ment at all times (7.602-2 Responsibilities. | Acquisi-
tion.GOV, n.d.).

List of Acronyms
CO - Commanding Officer

DFARS - Department of Defense Federal Acquisition

Recommendations for Executive Action

Agency Affected

Recommendation

Regulation Supplement

FAR - Federal Acquisition Regulations
GAO - Government Accountability Office
KO - Contracting Officer

SOW - Statement of Work

Review of the Relevant Literature

GAO Determination Example

Based on the determination of the Government Accountabil-
ity Office (GAO) in 1984, the Federal Acquisition Regulations
(FAR) were modified to define more clearly allowable costs
of contractor charging for public relations costs. Figure 1 lists
the summary of the recommendation of the petition for revi-
sion to the FAR and the ruling of the GAO.

Bid Protests

During the review of numerous GAO determinations, ambi-
guity was abundantly cited in the grounds for a bid protest.
However, according to the “GAO Bid Protest Annual Report
to Congress for Fiscal Year 2022,” the top three reasons a
protest was sustained did not include ambiguity. Instead, the
reasons were unreasonable technical evaluation, flawed
selection decision, and flawed solicitation (p. 2). While ambi-
guity could certainly be a consideration in all of these cate-
gories, it was not categorized as such by the GAO.

List of Research Questions

This capstone project focuses on the impact of ambiguous
language used for contract interpretation. The questions
examined during industry research are as follows:

1.  What is the most important area to focus in order to

Status

Department of Defense

The Secretary of Defense should direct the Defense

@ Closed - Implemented = @

Acquisition Regulatory (DAR) Council to coordinate

with the Civilian Agency Acquisition Council

FAR was amended to comply with the requirements
of P.L. 99-145. The revision clarifies that elements

(CAAC) to clarify the FAR criteria for the cost

categories of advertising and selling to reduce the

ambiguity surrounding these costs.

Department of Defense

The Secretary of Defense should direct the DAR

of selling costs, which are covered elsewhere in the
FAR cost principles, are governed by more specific
rules. The amendment introduced a new and
important concept by stating that costs that are not
made allowable under other sections.

e

® Closed - Implemented W

Council to coordinate with CAAC to specifically

address the circumstances under which the cost

On April 9, 1986, FAR was revised to make
unallowable the costs of air shows, exhibits,

elements of air shows, exhibits, displays,

promotions, models, and giveaways will be
considered allowable or unallowable.

displays, promotions, models, and giveaways.

Figure 1—Recommendations for Executive Action



avoid ambiguous language in a contract?
2. Are there geographical, education, socioeconomical
impacts on interpretation?
Is it common to enter into litigation for contract inter-
pretation disputes?
When is it necessary for a judge to provide a ruling
on interpretation?
Is subjective or objective intent utilized most often for
contract performance/execution?
What is relied upon the most regarding contract inter-
pretation?
How can contract specialists ensure they do not be-
come complacent in reviewing contracts or pro-
posals?
Are formal or casual communications preferred when
discussing contractual concerns (post-award)?
9. What is the best strategy to resolve conflicting inter-
pretations between a KO and contractor?

N oo o M w

©

Research Results
Sources of Data

Research was performed by obtaining firsthand information
from industry professionals. The interviewees covered both
sides of the perspective, with one being a current contracting
officer out of the Army Command Center and another the Di-
rector of Contracts for a government contractor supporting the
Prototype Integration Facility at Redstone Arsenal. A third
perspective was also included from a Vice-President/General
Manager of a company whose primary revenue is from gov-
ernment contracting. This third perspective brought in the po-
litical viewpoint involved with managing relationships and
avoiding misinterpretations between the government and con-
tractor.

Results of Questions

A summarization of the answers is presented below. The full
answers and raw information are available in Appendices A-C.

1. What is the most important area to focus in order
to avoid ambiguous language in a contract?

KO Response

Language needs to be direct and understandable
and included that independent reviewers are often
necessary.

Contractor Response

A contract should mean what it says and say what it
means.

Vice-President/General Manager Response
Somewhat varies based on the risk to the contractor,
based on the contract type. Most important to have a
solid SOW and term sheet. This allows parties to fully
understand expectations and avoid ambiguity.

2. Are there geographical, education, socioeconom-
ical impacts on interpretation?

KO Response

These types of concerns are generally ironed out
through one-on-one discussions.

45

Contractor Response

When regulations are followed, interpretation should
essentially be eliminated. Contracts should always
avoid the use of slang.

Vice-President/General Manager Response

These concerns are not typically an impact. Slangs
are avoided in the experience of this individual.

Is it common to enter into litigation for contract
interpretation disputes?

KO Response

No. He has never been part of this type of litigation.
Contractor Response

No. He has never been part of this type of litigation.
Vice-President/General Manager Response

No. He has never been part of this type of litigation.

When is it necessary for a judge to provide a rul-
ing on interpretation?

KO Response

He would wait for contractor to protest decision or
dispute rather than initiating himself.

Contractor Response

Crucial to always do due diligence to work through
issues with the KO. Everyone loses in a legal situa-
tion.

Vice-President/General Manager Response

Views litigation as the “kiss of death” for a contractor.
It would significantly damage the relationship with the
customer.

Is subjective or objective intent utilized most of-
ten for contract performance/execution?

KO Response

Objective intent has primarily been used throughout
his career.

Contractor Response

Intent is always somewhat subjective; but if a con-
tract is written clearly, this is avoided. Some situa-
tions can even allow for objective intent to give lati-
tude when needed.

Vice-President/General Manager Response

Objective intent should always be the expectation.

What is relied upon the most regarding contract
interpretation?

KO Response



He personally relies mostly upon discussions with
contractor and government counsel.

Contractor Response

A clearly written contract is of utmost importance.
The more work done upstream means less work
downstream.

Vice-President/General Manager Response

He relies heavily upon his years of experience and
reaches out to subject matter experts for FAR and
DFARS for better understanding. Read only what is
written.

How can contract specialists ensure they do
not become complacent in reviewing contracts
or proposals?

KO Response

Read requirements backwards and discuss with
counsel and other contracting officers as needed.

Contractor Response

He enjoys what he does and recognizes the value
added of the task. He looks at each contract and
proposal anew.

Vice-President/General Manager Response

He remembers the risk involved if he does not per-
form a review to the best of his ability.

Are formal or casual communications preferred
when discussing contractual concerns (post-
award)?

KO Response

Prefers respectful, casual conversations with a
team approach.

Contractor Response

The answer is both. Must be able to facilitate mean-
ingful conversation in both arenas.

Vice-President/General Manager Response

Must have relationship centered around trust. Cas-
ual communication is preferred to openly discuss,
then followed by a formal response.

What is the best strategy to resolve conflicting
interpretations between a KO and contractor?

KO Response

It is necessary to hold face-to-face discussions
while listening to the contractor and discussing his
decisions and the rationale behind them.

Contractor Response

It is important to facilitate informal communication
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to understand the context of scenarios and reach a
resolution.

Vice-President/General Manager Response

Establishing trust via open communication is the
most important tool in coming to conflict resolution.

Summary

While the approach to understanding a contract may differ-
entiate between persons based on their role and the risk at
stake, the commonality among stakeholders is adequate
interpretation. Though the respondents are from different
roles within the contract management industry, their re-
sponses all place importance on due diligence of reviewing
the objective versus subjective intent of a contract and facili-
tating communication to understand requirements when un-
clear.

Discussion

Analysis of Research Questions
Analysis of Question One

Question one of the research survey asked: “What is the
most important area to focus in order to avoid ambiguous
language in a contract?” This question was designed to gain
insight from seasoned industry professionals based on their
personal experience. It facilitated an opportunity for the re-
spondents to reflect on their lessons learned through their
careers and highlight key elements of the contract.

Results of this question by the participants provided a clear
answer in that the most important thing is a clear contract.
They also elaborated on ways to facilitate the understanding
by having clearly defined statements of work and inde-
pendently reviewing the requirements. There should be no
“beating around the bush” when trying to convey what is
being required.

Analysis of Question Two

Question two of the research survey asked: “Are there geo-
graphical, education, socioeconomical impacts on interpreta-
tion?” This question was designed to gain insight on different
societal impacts on how people communicate via a written
contract. The researcher wanted to know if it was common
or expected that the use of slang from different parts of the
country, various levels of education, or the average income
of a particular area would impact the way contracts are writ-
ten.

Results of this question were conclusive to say these factors
should not be in play in an adequately written contract. Any
differences in such areas should be worked out through gen-
eral discussion prior to solicitation response. In general,
slangs are typically avoided in written contracts, and regula-
tions should be followed above all else.

Analysis of Question Three

Question three of the research survey asked: “Is it common
to enter into litigation for contract interpretation disputes?”
This question was asked to determine if it is commonplace
to seek legal interpretation in contract ambiguity. There was
limited data available to the researcher, so the responses of



the industry professionals were highly valued.

Responses to this question were a unanimous, “No.” None
of the respondents have been involved in this type of litiga-
tion, but all of them have been involved with bid protest liti-
gation. This proves relevant to the literature discussed in the
previous section of this study.

Analysis of Question Four

Question four of the research survey asked: “When is it nec-
essary for a judge to provide a ruling on interpretation?” This
question was originally created as a follow-up to question
three to determine the breaking point for each participant.
The intent was to understand the options available before
proceeding with litigation.

Because all respondents did not have experience with inter-
pretation litigation, this answer took on a new form. The par-
ticipants provided their feedback of what litigation would
mean for a contractor, which was described by one re-
sponse as “the kiss of death.” No contractor wants to be
viewed as a company who sues the government, as that
would certainly be damaging to the company’s reputation.
Additionally, it was noted that the costs associated with liti-
gation are detrimental to all parties, including the taxpayer.
The KO interviewed responded that he would not be the
party to initiate litigation, but rather wait for a contractor to
initiate the action in response to his decision.

Analysis of Question Five

Question five of the research survey asked: “Is subjective or
objective intent utilized most often for contract performance/
execution?” This question was asked to understand the in-
dustry standard of intent for written contracts. The re-
searcher’s goal was to obtain a better understanding of ex-
pectations within the field.

Answers to this question support that objective intent is the
ultimate method used in performance of a contract. One
respondent included that, while the writing of a contract is
always somewhat subjective, the ultimate goal is a clearly
written contract. When latitude is needed, there are ways to
clearly include the information. For example, if an acquisition
contract dictates the procurement of material and shipment
to the customer, but the locations of the delivery are un-
known due to varying install locations, the statement of work
may be written to give the contracting officer’s representative
the authority to provide the shipping address to the contrac-
tor during performance of the contract.

Analysis of Question Six

Question six of the research survey asked: “What is relied
upon the most regarding contract interpretation?” This ques-
tion was asked to gain insightful knowledge from industry
professionals. With the length of time the participants have
operated within the industry, the researcher thought their
responses could be valuable for future application within
their own career.

Results of this question gathered some great information for
future application. It gave three different ways to ensure con-
tract professionals know there is more than one way to do
their due diligence. Numerous options are available, whether
it is communicating directly with the contractor or KO, rigor-
ous review of the written solicitation or awarded contract, or
reaching out to other individuals for compliance and legal
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review.
Analysis of Question Seven

Question seven of the research survey asked: “How can
contract specialists ensure they do not become complacent
in reviewing contracts or proposals?” This question was
asked because many experience fatigue when reviewing
lengthy written documents. Because of the risk involved with
not catching ambiguities during the solicitation, the research-
er thought it valuable to include insight from industry profes-
sionals.

The results of this question proved to provide great exam-
ples to apply in the future of contract reviews. Enjoying the
task and understanding the value added of the role being
performed are crucial to perform at the top of one’s ability.
Sometimes the pressure of the risk involved is enough to
motivate the focus and determination; or maybe you need to
read, read, and read again to fully understand what is writ-
ten. As one respondent noted, complacency is the trait of a
lazy person. To fall complacent in contract review is to sacri-
fice a great deal of risk.

Analysis of Question Eight

Question eight of the research survey asked: “Are formal or
casual communications preferred when discussing contrac-
tual concerns (post-award)?” This question was asked to
understand the industry expectation for communication.
Since communication is crucial for interpretation, the re-
searcher included the form of communication as a relevant
factor.

The results of this question were essentially the same, in
that casual conversation was preferred in a discussion set-
ting. This facilitates a full understanding of a situation and
fosters a relationship centered around trust. It was also not-
ed that after a decision was made in an informal setting, the
discussion would be followed by a formal communication. So
the answer to this question is to facilitate an environment for
both types of communication between a contractor and their
KO.

Analysis of Question Nine

Question nine of the research survey asked: “What is the
best strategy to resolve conflicting interpretations between a
KO and contractor?” This question was asked to get the
opinion of seasoned contracting personnel, based on their
personal experience. The researcher’s intent is to obtain the
information to make it available for others to apply in their
own careers.

The result of this question, not surprisingly, is communica-
tion. Establishing trust and facilitating discussions to fully
understand the other party is crucial to work through oppos-
ing viewpoints or to understand the context of a situation.
Everyone will not always agree, but listening to the other
side and remaining respectful will go a long way in working
through the disagreements.

Conclusions

This study was conducted to evaluate ambiguity in contract
interpretation. As stated in the introduction, communication
is the key to clearly written contracts; and after analyzing the
answers to the research questions, this remains to be true.
Ambiguity can be substantially avoided if due diligence is



done on both sides, by the government and contractor, and
communication made a top priority.

Research Recommendations

This section summarizes the recommendations for avoiding
ambiguous language in an acquisition contract. It also in-
cludes recommendations for fostering communication be-
tween the government and contractor. These recommenda-
tions center around effective communication, both verbal and
written.

Facilitating open and professional avenues of communication
strengthens the trust between the government and contractor
and allows for amenable outcomes when interpretation comes
into question. Litigation is not the preference for any party to
determine intent; so communicating during the solicitation
process and seeking clarification is key to providing objective
versus subjective intent. If the contract itself cannot solve the
question at hand, contractor and KO should work together to
reach an understanding and come to an agreement. However,
if both parties do their due diligence on the front end, ambigui-
ty can be avoided with a clearly written and well-defined con-
tract.
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Appendix A

Contracting Officer Response

Contracting Officer Response

What is the most important thing/area of focus to avoid ambiguous language in a
contract?

Highly focus in on Detailed solicitation requirements and proposal submission
instructions; the Performance Work Statement or Statement of Work: also the QASP
(Quality Assurance Surveillance Plan)... - Any language that allows choice such as
“should”™ or “may” vs. “shall” or “will”. Also, “held” or “stored” ...The language
needs to be direct and understandable. In Source Selection, it can be a case of not
seeing the forest because of the trees...so independent reviewers are necessary.
Geographical, education, socioeconomical impacts on interpretation?

this needs to be ironed out at Industry Days (asking questions), Industry One-on-One
Discussions, and Pre-Award Conferences. . .all allow for questions of the solicitation
and PWS/SOW and other documents.

Have you been involved with a court decision on contract interpretation?
No, but I research court decisions by reviewing GAO (Government Accountability
Office) Decisions & Docket when I research questions/issues I am faced with.

At what point do you believe a judge necessary to provide a ruling on interpretation?
If it ever came to a point where there was an impasse between the Contractor and
Government, I would make the decision and wait for the Contractor to Protest or
Dispute

In your career, has subjective or objective intent been utilized the most for contract
performance/execution?

I would say objective intent has been utilized rather than focusing in on a person’s
state of mind. I have worked primarnily in the arenas of Engineering Services,
Advanced Technology & Major Weapons Systems

What do you rely upon the most regarding contract interpretation?

Discussions with the Contractor and with Government Counsel

What do you do to ensure you don’t become complacent in reviewing contracts or
proposals?

I read them backwards...paragraph by paragraph, interpret each paragraph and it’s
meaning to me and discuss with Government Counsel and other Contracting Officers
when questioning something.

Do you prefer formal or casual communications with your counterpart when
discussing contractual concerns (post-award)?

Respectful casual communications. I prefer to see us as a TEAM with the same goals
to success.

What is your best strategy to resolve conflicting interpretations between a KO and
contractor?

Face-to-face discussions in person, listening to the Contractor and discussing my
eventual decision and what it is based on.
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Appendix B

Contractor Response
Director of Contracts Response

. What 1s the most important thing/area to focus on to avoid ambiguous language in a
contract?
Advice to always follow: contract should mean what it says and say what it means.
Follow the FAR and DFARS. SOWs start to dance around what the actual requirement is.
Be very clear.

Geographical, education, socioeconomical impacts on interpretation?

Government contracts should eliminate “interpretation™ for the most part when
regulations are followed. Four fence post for in scope analogy. Avoid use of slang in
contracts.
. Have you been involved with a court decision on contract interpretation?
No. has gone to court for pre-award protests several times. Always do everything you can
to resolve amicably.
. At what point do you believe a judge necessary to provide a ruling on interpretation?
You always want to do your due diligence to work through things with the KO. You
don’t want to be known as the contractor who goes to court — gov will not want to do
business with you. Much better position for company to resolve amicably. Everyone loses
in a legal situation.

In your career, has subjective or objective intent been utilized the most for contract
performance/execution?
Always somewhat subjective, but if you write the contract clearly, vou avoid this.
Objective intent can allow for latitude to cover the work within scope. “per COR”
example in SOW. Depending on contract type depends on how much subjective intent
should be allowed. FFP contracts should have clearly defined objective intent.
. What do vou rely upon the most regarding contract interpretation?

Clearly written contract — what does it say, and it says what it means. More you do
upstream, the easier it is downstream. Answer: SOW is most important thing used.
. What do you do to ensure you don’t become complacent in reviewing contracts or
proposals?
What’s your secret: I enjoy what I'm doing. I recognize the value added of whatI do, so I
look at each and every contract and proposal as anew. If you don’t realize the value
added, you need to go somewhere else. Complacency is the trait of a lazy person.
. Do you prefer formal or casual communications with your counterpart when discussing
contractual concerns (post-award)?

Seasoned contract professionals know the answer is both. You have to be able to
facilitate meaningful conversation in both arenas. Develop a good, trusting, informal
relationship with KO. Hats can come off and can just speak frankly. Once agreement is
met, formal documentation follows.
Necessity for understanding the context of the question/scenario.
. What is your best strategy to resolve conflicting interpretations between a KO and
contractor?
Have informal, “hats off” communications for non-attribution to get to a resolution.
Communicate in-person to come to amicable resolution.
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Appendix C

Vice-President/General Manager Response

General Manager Response

What is the most important thing/area to focus on to avoid ambiguous language in a
contract?

Varies based on the type of contract a little bit. Super important to have a solid SOW and
term sheet. Term sheet helps everyone understand expectations and avoid ambiguity. If
able to help develop the SOW, requires in depth review.

Geographical, education, socioeconomical impacts on interpretation?

Different personalities, but not really anything that impacts interpretation. Not typical to
see slangs.

Have you been involved with a court decision on contract interpretation?

Has not been for interpretation but involved with protests for large awards.

At what point do you believe a judge necessary to provide a ruling on interpretation?

It would have to be the worse scenario imaginable. He would view it as a kiss of death as
a GM. Would damage relationship with customer.

In your career. has subjective or objective intent been utilized the most for contract
performance/execution?

Should be objective intent as much as possible. It’s what he has seen mostly.

What do you rely upon the most regarding contract interpretation?

Relies upon his years of experience and reaches out to SMEs for FAR and DFARS
requirements for better understanding. Reading what’s written and identifying where he
has questions.

What do you do to ensure you don’t become complacent in reviewing contracts or
proposals?

Great question! You have to remember the risk involved if you don’t do it to the best of
your ability.

Do you prefer formal or causal communications with your counterpart when discussing
contractual concerns (post-award)?

Must have a relationship centered around trust. Likes casual comms to build the
relationship. Discusses i1ssues informally to work through scenarios. then follow-up with
formal response.

What is your best strategy to resolve conflicting interpretations between a KO and
contractor?

See above #8.
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Small Business Administration and the Impact of Small Businesses in the United States

Evan Shaughnessy
M.S. Acquisition and Contract Management

ABSTRACT

The Small Business Administration (SBA) was created to help bring economic advancement to underprivileged and underutilized
socioeconomic groups. These groups range from women-owned businesses to companies that operate in HUBZones. Small
businesses account for around fifty percent of the total United States activity from an economic standpoint. Although large busi-
nesses often hold an advantage in terms of size and capability, small businesses are often underappreciated when it comes to
the assets they can provide. The biggest challenge these small businesses face when working in the government sector is the
ability to obtain funding. This funding is critical to the overall success of the small business culture and is needed to retain the
focus of the Department of Defense (DoD) and other government agencies. This thesis will review the importance of government
funding to the SBA and the overall impact these small businesses have on innovation in the world today.

Introduction

The Small Business Administration (SBA) was created to help
bring economic advancement to underprivileged socioeconom-
ic groups. These groups range from women-owned businesses
to companies operating in HUBZones (National Contract Man-
agement Association, 2022, p. 175). Over the course of time,
the Department of Defense (DoD) realized that the majority of
America’s innovation and creativity comes from the small busi-
ness industry and should be utilized by the United States Gov-
ernment. According to the SBA, nearly two-thirds of new jobs
are generated by small businesses. Small businesses account
for around fifty percent of the total U.S. economic activity
(Saylordotorg, 2011). Deputy Secretary of Defense, Kathleen
Hicks, in her 2021 address to the Showcase for Commerce’s
John P. Murtha Breakfast, stated that “small businesses lead
the nation in innovation, producing 16.5 times more patents
than large patenting firms. They deliver rapid operational con-
cepts, prototypes, and demonstrators that allow DoD to re-
spond with agility and efficiency when needed” (Saylordotorg,
2011). Although the large businesses will typically hold the
muscle in terms of size and capability, these small businesses
often go underappreciated when it comes to the assets they
are able to provide. The biggest challenge faced by small busi-
nesses when working in the government sector is the ability to
obtain funding (McGinn et al., 2023). This funding is critical to
the overall success of the small business culture and needs to
retain the focus of the DoD and other government agencies
around the U.S.

History of the SBA

The SBA was organized in the United States by Congress in
1953 as an independent agency representing the federal gov-
ernment. The overall mission of the newly formed agency was
to aid the development and interest of small businesses to
maintain and strengthen the overall economy (U.S. Small Busi-
ness Administration, n.d.). In order to categorize businesses,
the SBA had to establish certain standards in every private
sector industry within the U.S. This system is now known as
the North American Industry Classification System (NAICS)
which uses the number of employees and average of annual
receipts to determine which businesses are considered small.
Each industry follows its own threshold for determining what
qualifies as a small business.

Although the SBA was created in 1953, it had many predeces-

sors and affiliates that preceded its creation. In 1932, Presi-
dent Herbert Hoover created the Reconstruction Finance Cor-
poration (RFC) to help the impact on the economy after the
Great Depression. This corporation helped fund large and
small businesses that needed to borrow money to stay afloat
and was continued by President Franklin D. Roosevelt after
Hoover’s departure from office. A decade later in 1942, United
States Congress created the Smaller War Plants Corporation
(SWPC) which was created for smaller businesses to be able
to compete for production of war materials. At the commence-
ment of World War 1l in 1945, the SWPC collapsed, and the
overall functions moved back to the RFC. During the Korean
War in 1951, Congress decided to create what was known as
the Small Defense Plants Administration (SDPA). The SDPA
handled small business concerns and certified the businesses
that were able to fulfill government contracts. In 1952, one year
before the creation of the SBA, President Dwight Eisenhower
proposed its creation in order to continue the functions of the
RFC which was about to be shut down by Congress. The SBA
eventually took over in 1953, and a short time later in 1958,
the Small Business Investment Company (SBIC) was estab-
lished to help regulate and provide funding to privately owned
small businesses in affiliation with the SBA (U.S. Small Busi-
ness Administration, n.d.). Today, the SBA has an office in
each state and employs over 2,000 personnel with an annual
budget of just under $1,000,000,000.

FAR Part 19

According to the Federal Acquisition Regulations (FAR), Part
19.000 Scope of Part (a) (3) states:

“setting acquisitions aside, in total or in part, for exclu-
sive competitive participation by small business, 8(a)
participants, HUBZone small business concerns, ser-
vice-disabled veteran-owned small business con-
cerns, and economically disadvantaged women-
owned small business (EDWOSB) concerns and
women-owned small business (WOSB) concerns
eligible under the WOSB Program” (General Services
Administration, 2023).

Agencies must participate in small business set-asides which
reserve certain government acquisitions be made available
only to the small business types listed above. These set-asides
are open to all small businesses and can come in the form of a
full or partial acquisition (NCMA, 2022, p. 175). All Federal
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Government contracts that have at least two competitors
and are under the $100,000 threshold are automatically set
aside for the SBA. Although the small businesses classified
above will receive set-aside contracts after competition for
award, the SBA is the ultimate contract holder. The SBA is
considered the Prime contractor when the government
awards a contract; and the SBA will then use the small busi-
ness as a subcontractor. This method helps bring experi-
ence and financial growth to organizations that would other-
wise struggle to build on their burdens.

“According to the 2019 Annual Business Survey (ABS), cov-
ering reference year 2018, approximately 18.3% (1.0 million)
of all U.S. businesses were minority-owned, and about
19.9% (1.1 million) of all businesses were owned by wom-
en” (U.S. Census, 2022). Additional information regarding
minority owned businesses are listed below and displayed in
Figure 1:
e Veteran-owned businesses made up around 5.9%
of all businesses with estimated receipts of $947
billion with 3.9 million employees.
Hispanic-owned small businesses made up close to
6% of businesses with estimated receipts of $455
billion with 3.0 million employees.
American Indian and Alaskan Native-owned busi-
nesses reached 25,000 businesses with around
$33 billion in receipts and 200,000 employees.
African American-owned small businesses owned
upwards of 125,000 businesses with around 35,000
of these businesses being in health care and social
assistance (U.S. Census Bureau, 2022).

Most of the United States work force has entered the busi-
ness world by starting out as a small business. Today,
around one half of U.S. adults are self-employed or working
for a small business with less than 500 employees

Percentage of
Employer
Firms.,

Size of Firm

) or more

519

Women-

Minority-
Owned

Hispanic-

Owned

331,625

Unnidod States

Census

t3 s e @ i
Figure 1—Percentage of Employer Firms by
Size of Firm (U.S. Census Bureau, 2021)

Table 1: Small Firm Job Gains and Losses, 1993-
2008 (in millions of jobs)
Importance of Small Businesses

Job Gains From Job Losses From

Net Change | Openings | Expansions | Closings | Contractions

20.7 105.2 398.3 97.7 385.1
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Source: The Importance of Small Business to the U.S. Economy
(saylordotorg.github.io)

(Saylordotorg, 2011). Although the split between large and
small business employees is about equal, small businesses
tend to hire more frequently, as well as fire more frequently.
The reason for this trend is that small companies are started
more often and attempt to expand, which requires them to
hire often. The only issue with this is that the survival rate is
poor for the small firms and can result in business closures
and loss of contracts causing the release of employees
(Saylordotorg, 2011). Generally, a strong economy will en-
courage the opening of small businesses and the expansion
of existing small businesses, thus adding to the overall work-
force in the U.S. economy. The opposite is true for a weak
economy. A weak economy will often lead to layoffs and a
decrease in the overall workforce (see Table 1).

So how do small companies help the economy? There are
numerous ways that small businesses can help advance
economic growth. One way to see this growth is through the
compliment of small businesses to the large business indus-
try. These smaller businesses supply the large companies
with components needed to be successful at a large scale. A
great example of this is the automobile industry. Many au-
tomakers rely solely on small businesses to provide the
proper parts to make their vehicles. Many small firms will
also provide services to large companies related to account-
ing, legal, and insurance (Saylordotorg, 2011). These large
firms will often subcontract these types of jobs to smaller
companies who can better handle the tasks that are needed.
Moreover, large companies will sometimes reach out to
small companies for sales responsibilities in order to more
effectively reach other U.S. product markets.

Conclusion

Small businesses are obviously a vital part of our overall
U.S. economy and will continue to help the overall growth of
the nation. The SBA is a resource with a long overarching
history that was created to strengthen the small business
sector and continues to strive for the success of underuti-
lized economic groups. These small businesses not only
help themselves, but also help larger businesses foster more
revenue by providing innovation, material, and knowledge to
expand the growth of both companies. When there is an
increase in small business start-ups, this is a sign of an
economy that is doing well and should continue to grow and
provide new jobs. Small businesses not only create jobs, but




they spark innovation and provide opportunities for women
and minority groups to achieve financial success and inde-
pendence.
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