
S rA ITMl:NT OF DR. ROBERT L. I-AIRMAN, ASSISTANT SECRETARY FOR ADMINISHV\TION 
OF Tl 1~:: DEPARTMlNT OF TRANSPORTATION, 

BlFORE THE HOUSE SUBCOMMITTEE ON 
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AND GENERAL SMALL 8USINE5S PROBLEMS 
/\PRIL 10, 1984. 

i11fi, Chairman ~nd Members of the Committee: 

I am Dr. Robert Fairman, Assistant Secretary for Administration of the 

Department of Transportation (DOT). On behalf of Secretary Dole, who was not 

able to be here today, I reiterate her personal commitment to contracting 

,;::1 sma1 I ·tnd small disadvantaged businesses, both in our direct procurement 

}Jr'ogi·.am, which obligates about $1.5 billion per year, and our financial 

~ssistance program, where about $18 billion per year is provided primarily to 

·,tate and local governments, principally for road construction, mass 

tr<ln~portat1on prujects, and airport improvements. With me today is Armando 

11!''1 our newly appo i ntl!d Di rector of our Of Fi u~ of '.";ma 11 and D·i sadvantaged 

:\ ,;,1.,ss, and Roger Martino, Chief, Procurem1~nt Management Division, who is 
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Iii:? Deµdrtrnent IMS an excc1J,,i\;. record of conttactillg i11iti1 smal1 uid smal1 

di-:.,;dv71.11i:,~gr.:d busi11('Sses. The tablr:. belov1 indicates l1l!I' p1·ocure1ne11t history 

1:ILh resp~1ct to direct contracting with small i.l.nd disadvantaged busilH'Sses. 

DEPARTMENT OF TRANSPORTATION 
Achievements for Fiscal Years 1981, 1982 and 1983 

(Dollars in Thousands) 

FY 1981 FY 1982 

fOTAL PROCUREMENTS 
,._, ------- $1,694,231 $1,215,980 

J. Contracts Over $10,000 Awarded 
to Small Business Concerns 

604,207~/ 554,565**/ 

?, Contracts Over $10, 000 Awarded 86,209 96,199 
to 8(a) 

Contracts Over $10,000 Awarded 19,808 13,709 
To Sma 11 Business Concerns Owned 
& Controlled by Socially & Economi~ 
cally Disadvantaged Individuals 

4. Contracts Over $10,000 Awarded to 24,891 14,711 
Small Business Concerns Owned & 
Controlled by Women 

FY 1983 

$1,563,669 

489,061**'~/ 

14.9, 965 

25,321 

26,482 

With respect to subcontracting, our subcontracting accomplishme11ts are 
(l 5 follows: 

iof~al Subcontracting 
Swlll Business Subcontracting 

S111all Disadvantdged Business 
Subcontracting 

1</ ··35~6%_o_f_ tC:>t:ar i)r·ocurement 
**! 45.6% of total procurement 

~'**I 31. 3% of total procurement 

Note 

FY 1981 

158,685 
71,000 

25,851 

1982 1983 

180,434 2Ll9,063 
70,283 111,629 

31, 969 33,4ll8 

Recently the Coast Guard discovered a major mistake in their small 
business statistics for FY 1982. The table above reflects the changes 
which add $113,180 to the total direct awards to small business, and 
reduce by $75,800 the total subcontract awards to small business. Revised 
data will be supplied to SBA within ten days. 
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T pl0.:i.sr>d i:l.i report that the process of 1wgutiati111; snrn11 iH1tl 

;:::- ·~qul!nt'ly incorporated into the Federal Procurument l~egulations, has been 

fr · i.ni:ionalized ii! thP. Department. Because many uf the Dc~part111ent''; larger 

pn11:uroments of ships, aircraft, radars, electronic equipment, and 

<.L!ns1:.ruction lend themselves to subcontracting, most of our large contracts 

r·on;:J.in small and disadvantaged subcontracting plans. Our procurement 

r uests and proposed subcontracting plans are made available to the SBA 

:';·•1c:Ui'ement Center Representatives (PCR) for r1~view, provided the activity 

1~ serviced by a PCR, and comments from the PCR are considered before the 

, " t 1 p Lrn is negot id ted. 

it is important to note that when DOT awards a large dollar contract to small 

: 1q.:;i11esses, P.L 95,~507 does not require sma11 or small disad11antaged 

hw;in1~ss subcontracting to be reported_ fh:)refore, w2 believe that 

subcontracting to small and disadvantaged businesses needs to be reviewed in 

the context of the percentage of the Department 1 s total procurement budget 

which is awarded to small and disadvantaged businesses. One of the major 



4 

. ~s th~t ~he Department's statistics 

,_, ... '111 crnd disadvantaged busfnes~.(~S hll.s been the stwccss 1cf 01i.- :~11rnll 

~JusLi•";:; set~aside program, and the Section 8(a) program. The Dr:partment has 

:. Jass set aside for· c,mal 1 businesses for ,1.l l constr1Jction prot urements 

under $2 million where there is adequate small business competition. The 

Coast Guard has also set aside a number of large ship procurements for small 

businesses, and, therefore, no subcontracts have been reported. Presently, 

the Coast Guard is evaluating best and final offers from small businesses for 

the acquisition of new patrol craft. This procurement was s~t aside totally 

for small businesses, with the total award expected in the $100 million 

1n .1dditin11, we have substantially increased our awards to Section 8(a) firms 

1111d•:r· the regular 8(.1) proqram. As you know, Mr. Ch;drman, DOT was selected 

;s :.he sole participant in the Pilot 8(a) µro~;p·am under which we plan to 

lni:r·:?ase awards to Section 8(a) firms even more. In FY 1981, our 8(a) awards 

totaled $86 million. In FY 1983, these awards increased to $150 million, and 

we expect to increase that amount in FY 1984. 
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.)/0 (4R Act), vwrks closely with !)Ol grct.nt recipients <rnd lJOT regional 

vi ;'i•~es to incre.1;;::: dirc•1t contract dnd subcontract :1v1•Hds io small and 

di~1dvantaged businesses. In addition, DOT has established twelve Program 

Management Centers which provide assistance to small disadvantaged 

contractors doing business as prime and subcontractors in both our direct 

procurement and financial assistance program. The centers are operated by 

''.:-,dlon 8(a) contractors and are funded at a total of $.'Ll million per year" 

We have established a program with the Fireman's Fund Insurance Company to 

h:~lp provide bondiii~J to disadvantaged businesses performing on 

transportation rr:lat0rl projects" ~Je have also established a short~term 

l<°!nding program which is adminhtered by the Atlantic National Bank. Through 

this program the Department will make $4 million available for DBE's and 

\:;fJE: 1 s perfonning on transportation related projerts, Moreover, the staff of 

the Office of Small and Disadvantaged Business and procurement personnel 

throughout the Department attend procurement conferences, outreach seminars, 

meet with trade associations and businesses to give out information on doing 
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idi describe r)1ir programs, and include curi'ent iJ'kphonc 11u111bo1·s cii' Jll of 

OIH p;-ocuremr.nt ')ffices. rhe Office of Stnall a.11d Uis<uivu11taged Bus\1wss also 

.,_,,,,~·;closely "°'ith sorne of our ·l<H'ger contractors, to lwlp hit~11ti ~nk~ll and 

sm~ll disadvantaged business subcontracting sources. 

lhQ Federal Aviation Administration (FM) recently awarded rnmpetitively a 

$305M fi ve~year cost~p l us-award-fee contract to Mcu·t i 11 Mar·i etta \vith two 

n~Jtion periods totaling another five years, for syste1n 011gi1H'"ering and 

:otegration related to FM's National Air-space Systetn P1·ogram. The Request 

fol' Proposal set a goal that 10% of the total dollar iI\'l<ltded under the 

contract would he subcontracted. This week the Office of the Secretary 

;1or~ed tn .:tssist Martin-Marietta in identifying 2dditioni2l small and 

disadvantti.ged bu:;ln-:ss sources to assist them i11 111eet1nu thPi\' subcontract 

goals. 

The approved subcontracting plan for the initial five year period includes 
the fo 11 owing: 

1. Total dollars planned to be subcontracted: $126 million 
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T1iL1l dollars p1anrn:d to bt~ -;ubrontr,~r:t0d to 
:,111'111 business 1oni.:erns: $32.1 million or ?5~6 of itern 1. 

rot.al 1:ollars plcuined to be subcontract~!d to small 
disadv3.t1taged business concerns: $24.l million or 19% of itu11 L 

rh:~ ('•:ntract contains an award fee provision. One of the consider;ttions in 

U1: .iward fN; determination will be ::;ubcontrAct management and goal 

.. ,ccomp 1 i shment. 

rhc Federal Highway Administration has also developed a unique direct Federal 

subcontracting compensation clause, which they have used to increase awards 

::u . .,mall disadvantaged businesses on construction projects. The cl;i.use 

provides for reimbursement of the prime contractor for additional costs 

Incurred in locating, mobilizing, and training small disadvantaged business 

s11h,~npt.r.,ctors. P.wments to the contractors. for these activities ha.ve 

,\'/::r.19ed h~~t1t1een 10 to 15 percent of the amount contracted to smal I 

rli·~.-1dv.antaged busi110sses. FHWA plans to use this clause cln almost an of 

:.;i~ir direct construction contracts awarded in r-Y 1984, or about 250 

1:ontracts this fiscal yearo 
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';i!~>c:o11trar.:ting program as set out in Recommendatfon 1. The Drric:c of Small 

_,,,,; U:siiJv:rnto.'..)t:d Business Utilization has \'cc:ent-ly dev:!loped i:.\ ::,ystem for 

~ollecting such information on a quarterly basis and wa would be happy to 

submit such reports to the Committee in the future. We have also supplied 

the necessary information to the SBA in compliance with Recornmendation 2, and 

~'le are waiting for additional guidance from the Office of Federal Procurement 

Policy on Recommendation 3 relating to debarment. ~Jhnr~ we have not 

iffip!emented the personnel performance standards for administrative 

con tract i 1g o i'f·i c:ers and procuring contract i 119 officers rncoinmcnrlr>d by the 

Conuni ttee in Recommendation 4, Secretary Dole has di rcr:t{~d that perfor111ance 

;wpraisals for i1if'rit pay and senior executiv~~ service? positio11~ that include 

c:o11tracti ng responsibilities es tab Ii shi ng mi nor'ity bus i Ii PSS ont-erpri se 

µ,;'forts as a critical job element. 

With regard to your specific questions concerning our subcontracting 

activities, we have addressed those in detail in the Attachment to this 

statement. 
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/\ t 1: ;; 1 • htlll'rlt 

A11swers To Specific Questions Posed by the Con11nittee 

rhis ;.ii:.tacl11nent :-n·ov!;fos answers to the specific questions addressed tu 

\-.he n~~partm::nt. fhe statistics prnvided have been dt:':eloped manually 

since there is no automated system available which collects the sub-

co1·1tracl.iii'.l data requested. The statistics prnvided to answer questions 

one and four are based on the best information available and is not 

complete. Some of the contract files for FY 1981 and FY 1982 awards 

hdve been sent to the records center, and were not available to review. 

l. Number and dollar value of contracts awarded during the last three 

years which contained subcontracting plans 

($ in OOOs) 

FY 1981 FY 1982 FY 1983 

\!1L1ber 1.J f Contr.°'cts 34 41 56 

$131,522 $720,633 

-~is table excludes the value of DOT Orders under General Services 

.;;ubcontracting plan. 

2. Number and dollar value of contracts awarded during the last three 



1 ws whld1 did not cont:J.in subcontr'<;;ting pLn. but \l'llich Wf:Te 

t-"quh0d by law to contain such plans. What rn11·Pctive action was 

i.k(;n regardin1J these <'Pf{il'i'rls'.? How many tuitf:.r·u.cts have 11ot b0e11 

1110:1-i fi f~d to ·include pl ans? 

Our 'tC''f I cv1 r :md 0n Iv ''iir~ deficient 1·0;, :,-";,,,· :~ I f1 is contract requires 

a plan but does not presently contain one. The details of that 

contract are as follows: 

Contract Number: DTCG-40-83-C~l0229 

Contracting Activity: Coast Guard Yard, Curtis Bay 

Conlractor: General Electric 

ftem: Diesel generators 

Contract Amount: $829,889 

Status: Contract was awarded on August 2, 1983 without the 

required subcontracting plan. A plan was requested 

on November 19, 1983, but the proµused plan submitted 

was determined not to be arlequate. A revised plan is 

due now. 

3. How many plans did SBA review during the last three years? What was 

thr? number i\1unu defii;ient ;rnd dol l<H' v,,_l ':"! oi' such contr'J.Cts? 

Ernest L. Bernhardt, the Small Business Administration's Procurement 

Center Representative (PCR) assigned to the Department of Transportation 



hc~adq11artt'1";, provided tlil~ :·nllowing inform;~tfon on Ills reviev1 of 

subcontracting µlans. 

($ in OOOs) 

No. of $ Value No. of ~· 
-.;' Vu. Jue of 

Proposed of Total Contracts Subcontracts in 
Contracts Contracts Returned Proposed Cor1tracts 
Rev·iewed Reviewed w/Comments Returned w/Comments _,,. ____ ,_ ---· ---··--·----

i·Y 1981 39 Not Available H $34,000 

F'( 1982 40 Not Availa.ble Hi 25,000 

FY 1983 35 Not Available 5 35,000 
SUBTOTAL 114 35 94,000 

Field PCR data for FY 81, 82 and 83 combined 

21 5 35,000 

rDTAL 135 4-0 1.(~g '000 

Note: Totals include proposed contracts reviewed more than once. 
1. rotal dollar value of all subcontracts awarded during the last three 

years under prime contracts containing plans and the dollar value and 

percentage of subcontracts awarded to small and small disadvantaged 

businesses. 

rY 81 

FY 132 

FY 83 

Total Subcontract 

Dollars Awarded 

$ 98,194 

116' 908 

129,976 

($ in OOOs) 

Small Business 

Av1Jrds 

Percent Dollars 

43.3 $~·2)~Y:iJ 

33.5 39,142 

~8. 7 63,355 

U13E 

Percerit Dollars 

3.9 $8,733 

/.4 5,571 

l.l 7 ,477 



'). fotal numhGr and dollar Villue of all primP. contracts aw<trd0d wherr~ 

the prime was found to be in non-compliance and any remrdial artions 

~~ken including debarment proceedings. 

None 

6. Describe any outreach program that the Department of Transportation 

may have to assist small and small disadvantaged businesses interested 

in subcontracting with the Department of Transportation's large prime 

contractors. 

There are many specific ways the DOT assists small and small 

disadvantaged businesses interested in subcontracting, including: 

o Individual counseling with small companies at DOT offices 

throughout the country. 

o DOT participation in fPderal procurement conferences, trade 

fairs, procurement conferences, and association meetings which 

are pointed toward one-on-one counseling. 

o The Minority Business Resource Center, established to increase 

minority participatiot1 in railroad procurcmant, has expanded 

its mission to work with small and disadvantaged businesses 

under both financial assistance and direct procurement program. 



., The twe 1 ve DOT Program Management Cl~n ters, located throughcwt 

the country and funrled 11nder contract ·in the amount of $3M 

per year, provides management and t0rhnical assistance to dis· 

advantaged businesses throughout the country. They also provide 

ref:•rr;:ih to DOT's shu«i:.·term loan and bomling company. 

o The Office of Small and Disadvantaged Business has established 

a program with the Fireman's Fund Insurance Company to provide 

bonding to disadvantaged business performing on transportation 

related contracts, including subcontracting. 

o The Office of Small and Disadvantaged Business has established 

a short-term lending program which is administered by the At1antic 

National Bank. Through this program, the Department makes available 

approximately $4 million dollars for DBE's and WBE's performing 

on transportation related projects. 

o WP. provide 11v·hi ·date procurement p.J.rnph~:~ts which describe our 

procurement program, which includes current telephone numbers 

for ~11 our procurement offices. 

o The Office of Small and Disadvantaged Business also works closely 

~it:i som8 of our large business conttactor5 to help them locate 

small business sources. 

o In addition, UMTA is sponsoring an innovative program providing 



"60 mi1 1 ;:Jn in bonding assistancG for rni1101·ity a11d v~o111c11 ton'i:.r<.i.clors 

engaged in miss transit construction. Although this assistance 

r·clates to Federally assisted rather th.:rn direct Federal ro11str·uttfon, 

this initiative is another example of the outreach efforts DOT is 

maid 119 f•)t srna 11 .;!id sma 11 tli sadvantaged businesses. 

I. Give the number and dollar value of prime contracts awarded where 

the goals recited in plans were not met. vJhat is the average goal 

attainment for both small and small disadvantaged business? 

This information is not available from our procurement offices 

1.t t.his tim0.. 


