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FEDERAL SUBCONTRACTING

Linking Small Business Subcontractors to Prime
Contracts Is Not Feasible Using Current Systems

What GAO Found

The contract reporting systems GAO reviewed contain relevant information on
subcontracting plans, subcontracts, and subcontractors, but no single system
was designed to link small business subcontractors to prime contracts. Linking
small business subcontractors to prime contracts when there is a subcontracting
plan that pertains to multiple contracts is especially difficult because these plans
do not specify the particular contracts to which they apply. Despite the limited
data, GAO was able to link a few small business subcontractors to prime
contracts, but multiple steps were required. GAO queried subcontract reporting
systems regarding 199 contracts and found that 37 reported subcontract data,
including contracts with a subcontracting plan that pertains to multiple contracts.
GAO selected a nongeneralizable sample of 12 of these 37 contracts and was
able to identify a number of small business subcontractors.

- _____________________________________________________________________________|
Data in Contract Reporting Systems on Subcontracting Plans, Subcontracts, and
Subcontractors

Contract reporting  Subcontracting First-tier Lower-tier Small
system plan identified = subcontractors subcontractors business
identified included status
identified
Electronic Partial Partial Partial No
Subcontract
Reporting System
USASpending.gov No Yes No Partial
Federal Procurement No No No No
Data System — Next
Generation
Federal Funding No Yes No Partial

Accountability and
Transparency Act
Subaward Reporting
System

Source: GAO analysis of contract reporting systems. | GAO-15-116

There are multiple actions currently under way, or called for by legislation, that
may result in a single system that can link small business subcontractors to
prime contracts. The General Services Administration is currently involved in an
effort to consolidate the functions and information of several existing contract
reporting systems, and the Department of the Treasury was recently given
responsibility to operate and maintain USASpending.gov and plans to make
changes to improve the search function of that website, which could help
facilitate linking subcontractors to prime contracts. In addition to the actions
under way to improve the retrieval or presentation of data, the Digital
Accountability and Transparency Act, enacted May 2014, requires that agencies
disclose additional data relevant to subcontracting; improve the consistency and
reporting of these data; and periodically review their completeness, timeliness,
quality, and accuracy.
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St. N.W.
Washington, DC 20548

December 11, 2014
Congressional Committees

In fiscal year 2013, the federal government awarded about $460 billion on
contracts for goods and services. Federal law requires prime contractors
to make a good faith effort to award a portion of their subcontracts to
small businesses and in some cases to have small business
subcontracting plans.’ The federal government has created multiple
databases to facilitate the reporting of this information and track
compliance.

The Joint Explanatory Statement for the National Defense Authorization
Act for Fiscal Year 2014 mandated that GAO review the feasibility of
linking small business subcontractors to particular prime contracts when
there is a subcontracting plan that pertains to multiple contracts.? These
plans provide for reporting subcontracting activity at a summary level.
This report (1) assesses the feasibility of using contract reporting systems
to link small business subcontractors to particular prime contracts and (2)
identifies actions executive agencies are taking that might help facilitate
linking small business subcontractors to prime contracts.

To accomplish our objectives, we identified four government-wide
contract reporting systems and reviewed user manuals for these systems
to determine what data the systems have available. We reviewed
previous GAO reports to determine the reliability and accuracy of the data
in the contract reporting systems and interviewed agency officials with the
General Services Administration (GSA), the Office of Management and
Budget (OMB), the Small Business Administration (SBA), and the
Department of the Treasury (Treasury)—each of which has management
or oversight responsibility for these systems—to discuss the information

'Small business subcontracting plans, which are required by the Small Business Act, 15
U.S.C. § 637(d), establish goals for small business subcontracting and describe how the
contractor plans to achieve those goals. The Small Business Administration establishes
small business size standards on an industry-by-industry basis. Federal Acquisition
Regulation (FAR) § 19.102(a).

2House Committee on Armed Services, 113th Cong., National Defense Authorization Act
for Fiscal Year 2014 Legislative Text and Joint Explanatory Statement to accompany H.R.
3304 (Comm. Print No. 2, 2013) at 701-702.
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Background

contained in these systems and their limitations. We also met with
officials from the Department of Defense (DOD) because it is the largest
contracting agency and a significant user of these systems. We
determined that the data in these systems are sufficiently reliable for the
purposes of this report. To further assess the feasibility of linking small
business subcontractors to prime contracts, we searched these systems
using unique contract numbers from contracts that support numerous
defense programs we previously had reviewed.® To identify the actions
executive agencies are taking that might help facilitate linking small
business subcontractors to prime contracts, we reviewed GSA’s plans for
consolidating several contract reporting systems. We also conducted
interviews with officials from GSA, OMB, Treasury’s Bureau of the Fiscal
Service and the Government Accountability and Transparency Board
(GAT Board)—a panel created by a 2011 executive order to provide,
among other things, strategic advice on acquisition related data—to
discuss actions they are taking. Appendix | contains more information
regarding our scope and methodology.

We conducted this performance audit from June 2014 to December 2014
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Federal law and regulations require that contractors working with the
federal government ensure that small businesses will have the “maximum
practical opportunity” to receive subcontracting work.* A prospective
contractor generally is required to submit a subcontracting plan for each
solicitation or contract modification above certain dollar thresholds that
has subcontracting possibilities. Three types of plans are used by federal
contractors: (1) an individual subcontracting plan, (2) a comprehensive

3GAO, Defense Acquisitions: Assessments of Selected Weapon Programs,
GAO-14-340SP (Washington, D.C.: Mar. 31, 2014).

415 U.S.C. § 637(d) and FAR § 19.702.
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subcontracting plan, and (3) a commercial subcontracting plan.® All plans
include goals for subcontracting with specific types of small businesses.
After a contract is awarded, the contractor must periodically submit to the
government a subcontracting report that describes progress toward these
goals. While the individual plans require reporting on a single contract,
comprehensive and commercial plans allow for consolidated reporting of
multiple contracts on a division- or company-wide basis. In addition,
regulations require that prime contractors report data on subcontractors
and subcontract awards, including the subcontract number and the
names of the subcontractors.® This information is only required for
contractors with which the prime contractors have a contractual
relationship, in other words, the first-tier of subcontractors.

The federal government has developed a number of databases to collect
information related to subcontracts and subcontracting plans.

« The Electronic Subcontract Reporting System (eSRS). eSRS was
created in 2005 to streamline contractors’ reporting of progress
toward meeting the small business subcontracting goals in their
subcontracting plans and to facilitate agencies’ oversight. Depending
on the individual contract, the system may contain subcontracting
information reported by both the prime contractor as well as multiple
subcontractors. This system is administered by GSA.

o USASpending.gov. USASpending.gov was created as a result of the
Federal Funding Accountability and Transparency Act of 2006
(FFATA).” This website is intended to promote transparency in
government spending by providing the public with the ability to track
where and how federal funds are spent. USASpending.gov receives
prime contract data from the Federal Procurement Data System -

5The comprehensive plan is used as a part of DOD’s Comprehensive Subcontracting Plan
Test Program. As of October 2014, 11 major defense companies were participating in the
program. One additional company ceased participation in 2007, although active contracts
awarded before that time are still reported through the test program. Commercial plans
are used by companies that provide commercially available items to government
agencies.

SFAR § 4.1403(a) and FAR § 52.204-10. These requirements apply to all solicitations and
contracts above $25,000.

"Pub. L. No. 109-282. FFATA was amended by the Government Funding Transparency
Act of 2008, Pub. L. No. 110-252, 122 Stat. 2323, 2387 (31 U.S.C. § 6101, Note).
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Next Generation (FPDS-NG) and subcontract data from the FFATA
Subaward Reporting System (FSRS). Treasury is responsible for the
operation and maintenance of USASpending.gov, while GSA
administers FPDS-NG and FSRS. Previous GAO reports have found
problems with data reliability in USASpending.gov.® In June 2014, we
reported that we could not verify the subcontract data in the system as
agencies frequently do not maintain the records necessary to verify
the information reported by the awardees.® We also found
inconsistencies in the reporting of 20 of 21 data elements caused by
errors in data entry, missing data, or a lack of clear guidance, among
other things.

« FPDS-NG. Since 1980, FPDS-NG and its predecessor have been
the primary government-wide databases for contract information
at the prime contractor level. Federal agencies are responsible for
ensuring that the information reported in this database is complete
and accurate. FPDS-NG does not contain data on subcontracts.

« FSRS. Created as a result of FFATA, FSRS became active in July
2010. Prime contractors must register and report subcontract
information for first-tier subcontractors, including award and entity
information, such as Data Universal Numbering System (DUNS)
identification numbers.'® FSRS contains the small business status
of some subcontractors, but only for limited types of small
businesses. Information on subcontracts awarded by first-tier
subcontractors to other entities, or lower-tier subcontractors, is not
currently required.

8GAO, Data Transparency: Oversight Needed to Address Underreporting and
Inconsistencies on Federal Award Website, GAO-14-476 (Washington, D.C.: June 30,
2014), and Federal Data Transparency: Opportunities Remain to Incorporate Lessons
Learned as Availability of Spending Data Increases, GAO-13-758 (Washington, D.C.:
Sept. 12, 2013).

9See GAO-14-476. GAO made multiple recommendations to several agencies, including
OMB, to improve the data in the system. OMB generally agreed with these
recommendations.

"DUNS numbers are unique nine-digit numbers that identify specific contractors at a

specific physical location. The numbers are required by federal regulation for government
contractors.
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It Is Not Feasible to
Link Small Business
Subcontractors to
Prime Contracts
Using Existing
Contract Reporting
Systems

Contract reporting systems we reviewed contain relevant information on
subcontracting plans, subcontracts, and subcontractors, but no one
system was designed to link small business subcontractors to prime
contracts. Linking small business subcontractors to prime contracts under
comprehensive or commercial reporting plans is especially difficult
because these plans do not specify the particular contracts to which they
apply. Despite the limited data available in existing contract reporting
systems, we were able to link a few small business subcontractors to
prime contracts, including those with comprehensive plans, but multiple
steps were required.

Contract Reporting
Systems Not Intended to
Link Small Business
Subcontractors to Prime
Contracts

Existing contract reporting systems were not intended to link small
business subcontractors to prime contracts and, independently or
collectively, do not contain all of the information required to do so. Figure
1 describes the extent to which relevant data elements are contained in
each contract reporting system.
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Figure 1: Data in Contract Reporting Systems on Subcontracting Plans, Subcontracts, and Subcontractors

. Subcontracting First-tier Lower-tier Small business
Contract reporting system Focus plan identified sul_)cont.r?ctors sub_contractors status identified
identified included

Electronic Subcontract Subcontractor @ @ @ @
Reporting System

USASpending.gov Prime and subcontractor

System - Next Generation

Federal Funding Accountability
and Transparency Act Subaward Subcontractor
Reporting System

@ Yes

@ Partial (information provided was incomplete)

@ No information

Source: GAO analysis of contract reporting systems. | GAO-15-116

o © o ©
Federal Procurement Data Prime contractor © © © ©
© @ © ©

One system we assessed, eSRS, is intended to report information on
contractors’ performance against small business subcontracting goals.
This can indicate that subcontracting to small businesses has or may
occur, but the utility of eSRS in linking small business subcontractors to
prime contracts is limited. The system is not intended to provide a list of
subcontractors associated with a particular contract. In addition, agency
officials stated that information in the system is limited to contracts
awarded after the system was created or above certain dollar thresholds.

The system uses two types of reports, the individual subcontract report
and the summary subcontract report. The report used depends on the
type of subcontracting plan assigned to a contract at award. Contracts
with individual subcontracting plans use individual reports to show the
performance for a single contract against agreed-upon subcontracting
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goals, including those for small businesses.' In contrast, prime
contractors using either comprehensive or commercial subcontracting
plans report their performance through summary reports that aggregate
data on multiple contracts awarded by specific agencies for an entire
division or company. Summary reports for comprehensive plans in eSRS
may also include supplementary information that contains specific
contract numbers associated with that plan. According to agency officials,
this information is not provided for all comprehensive plans, however, and
depends on annual negotiations with the contracting agencies. They
stated that detailed subcontract information is not required for commercial
plans. This lack of specific subcontract information makes it difficult or
impossible to determine whether small businesses were awarded
subcontracts under a specific contract covered by summary reports.
Neither of the two types of reports submitted by prime contractors
identifies specific subcontractors.

The second system we assessed, USASpending.gov, contains data
about contracts, contractors, and subcontractors and provides a list of
subcontractors for particular contracts. However, it is limited in the other
information it provides. Neither USASpending.gov nor either of its
associated systems (FPDS-NG and FSRS) are required to identify the
type of subcontracting plan used, and the only small business information
provided is limited to a certain subset of small businesses and does not
capture all categories of small businesses.'? In addition, the system is not
required to contain information beyond the first-tier subcontractors,
contracts awarded before the database was created, or contracts below
certain cost thresholds.

"Some of the individual subcontract reports in eSRS are submitted by subcontractors.
According to agency officials, while this information can be linked to prime contracts,
eSRS does not identify whether these subcontractors are small businesses, what
subcontracting tier they are associated with, or the subcontracting plan type associated
with the prime contract. It is unlikely that any of these subcontractors are small businesses
as small businesses, are not required to submit subcontracting plans.

12These include entities such as Self-Certified Small Disadvantaged Businesses, SBA
Certified HUB Zone Firms, and SBA Certified 8(a) Program Participants.

Page 7 GAO-15-116 Subcontract Reporting Systems



Use of the System for Award
Management Is Required for a
More Complete Identification of
the Small Business Status for
Subcontractors

We found that an additional system, the System for Award Management
(SAM), was needed to better identify an entity’s small business size
status. SAM does not contain data on specific contracts or subcontracts
and therefore cannot be considered a contract reporting system, but it
does contain information on an entity’s small business status. However,
agency officials explained that registration in SAM is only required for
entities that plan to compete for prime contracts. They stated that some
prime contractors encourage their subcontractors to register in SAM to
expedite their reporting requirements, which may expand the data
available. GSA officials stated that some entities prefer not to enter data
on their businesses for privacy or competitive reasons. According to SBA
officials, the information is also limited in that a contractor’s small
business status in SAM is entered at the time of its registration and may
change over time. GSA officials explained that it is the entity’s
responsibility to update their registration to reflect such changes annually,
at a minimum, in accordance with federal regulation.

Linking Small Business
Subcontractors to Prime
Contracts Is Possible for
Some Contracts but
Involves Multiple Steps

We found that it is possible to link small business subcontractors to prime
contracts for a limited number of contracts, but our attempts involved
multiple steps using several systems. We queried these systems using
contract numbers for 199 contracts and found that 37 reported
subcontract data, including contracts with individual and comprehensive
plans. We selected a nongeneralizable sample of 12 of these 37
contracts and entered their subcontractors’ information into SAM and
were able to identify a number of small businesses. Figure 2 illustrates
the multistep process we used to connect small business subcontractors
to prime contracts.
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Figure 2: Multiple Steps Are Required to Link Small Business Subcontractors to
Prime Contracts

©

Identify the subcontracting
plan type:

« Using the Electronic Subcontract
Reporting System, enter the

contract number to determine if the
contract has an individual report.

\U)

Identify subcontractors:

Identify small businesses:

« Using the System for Award
Management, enter
subcontractor identification
information from
USASpending.gov to
determine which
subcontractors identified are
small businesses.

Source: GAO analysis of contract reporting systems. | GAO-15-116

In attempting to link small business subcontractors we used a three-step
process:

1. First, we entered selected contract numbers in USASpending.gov to
search for the specific subcontractors associated with the contracts.
We considered the search to be successful if the system reported any
subcontractors, large or small, for a particular contract.

2. To determine which type of subcontracting plan the contract used, we
entered the contract numbers for those contracts that
USASpending.gov identified as having subcontractors into eSRS. If
the search yielded individual subcontract reports submitted by a prime
contractor, we concluded that the prime contractor used an individual
plan. If we were unable to find an individual report, we used the prime
contractor's DUNS number to search for a summary subcontract
report and supplementary information that identified specific contract
numbers. This allowed us to associate a contract with a
subcontracting plan that pertains to multiple contracts. We used
DUNS numbers because contract numbers cannot be used to search
for summary subcontracting report information.
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3. We then selected a nongeneralizable sample of the contracts that
reported subcontractors in USASpending.gov and entered the
subcontractors’ DUNS numbers in SAM to determine their small
business status. We searched under both active and inactive
registrants.

In conducting our multistep analysis, we searched on 199 contract
numbers in USASpending.gov to determine which contracts reported
subcontract information and found 37 that did so.' This level of reporting
is consistent with previous GAO findings that data in USASpending.gov
are underreported or inaccurate.™ Of these 37 contracts, 8 were
associated with individual subcontract plans, and 5 were associated with
comprehensive subcontracting plans, and for the remaining 24 contracts,
we were unable to determine the type of subcontracting plan used.

We selected a nongeneralizable sample of 12 of these 37 contracts
based on military service, contracting office, prime contractor,
subcontracting plan type, and contract type and, using SAM, sought to
determine which of the subcontractors associated with these contracts
were small businesses. These 12 contracts included 278 unique
subcontractors, and we were able to determine that 36 percent of the
subcontractors were small businesses; just less than 5 percent were
considered small businesses for some, but not all, contracted activities;
and 44 percent were registered as other than small businesses. We were
unable to determine the small business status for 16 percent of these
subcontractors because the subcontractors were not registered in SAM or
had not updated their registration.

The analysis we conducted confirms our overall assessment. Given the
limitations to the existing systems, there is not a feasible way to reliably
link small business subcontractors to prime contracts using existing
contract reporting systems. However, actions agencies have under way
could facilitate making such linkages in the future, as discussed later in
this report.

3The 37 contracts that reported data in USAspending.gov could be considered a low
number given that 161 contracts reported some type of small business subcontracting
activity, at either the prime or subcontractor level, in eSRS.

14GAO-14-476 and GAO-13-758.
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Executive Agencies
Have Actions Under
Way That Could
Facilitate Linking
Subcontractors to
Prime Contracts

There are multiple actions currently under way, or called for by legislation,
that may result in a single system that can link small business
subcontractors to prime contracts. These actions also could produce
improvements in the underlying data.

Agencies Are Currently
Redesigning Contract
Reporting Systems

GSA is currently involved in an effort to consolidate the functions and
information of several existing contract reporting systems, including
eSRS, FPDS-NG, and FSRS. The single system GSA envisions is
intended to provide users a common environment to, among other
functions, search for information on federal contracts and subcontracts by
creating expanded and more flexible mechanisms for accessing existing
reporting systems’ underlying data. According to GSA officials, this will
enable a faster and more effective database and search tool that could
improve the traceability of contract data and enable better linkage of
prime and subcontract data. Achieving better linkage in this area is one of
the explicit goals of the new effort, according to GSA officials, as it was
one of the concerns expressed to them by users of the current contract
reporting systems. It is, however, too early to tell whether this will be
achieved. The first phase in developing this new system is planning for
the common user interface, which GSA expects to complete in the third
quarter of fiscal year 2015. GSA projects that planning for consolidation
and improvement of subcontract reporting will take place in the second
phase and be complete in the first quarter of 2016. GSA currently expects
to complete planning for the entire system by the first quarter of 2018.
Once planning is successfully completed, GSA intends to design and
implement the system. Eventually, GSA plans to decommission the
current systems and replace them with the new system. However, GSA
officials noted that improvements to the underlying data these systems
collect are needed to link small business subcontractors to prime
contracts.

In addition to the new system being developed by GSA, Treasury is
planning changes to USASpending.gov. In 2014, OMB designated
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Treasury as the agency responsible for operating and maintaining
USASpending.gov."® Treasury plans to improve the usability of the
website, presentation of data, and search functionality. The planned
improvements could help facilitate the use of contract reporting systems
to link subcontractors to prime contracts if the ability to search for such
information is indeed improved. Treasury hopes to implement these
changes by the spring of 2015.

Additional Actions Could
Improve Reliability of Data

In addition to the actions under way to improve the retrieval or
presentation of data, there are a number of actions required by legislation
or proposed in new regulations that could improve the reliability of data.
Specifically, the Digital Accountability and Transparency Act of 2014
(DATA Act) requires that agencies disclose additional data relevant to
contracts and subcontracts; establish common, government-wide
standards to provide consistency in such data; make reporting of these
data simpler; and periodically review the completeness, timeliness,
quality, and accuracy of the data.'® The implementation of these
requirements could indirectly facilitate better linkage of small business
subcontractors to prime contracts by increasing the amount of data and
making the data more consistent and reliable. Treasury plans to work with
OMB to establish data standards.”

Prior to the enactment of the DATA Act, the GAT Board—a panel created
by a 2011 executive order to provide strategic advice on acquisition-
related data—proposed a number of changes to federal regulations with
similar goals.' GAT Board officials told us that the changes, which were
issued as final rules in May and October, 2014, include adopting a
standard, government-wide identification code for all contracts and new
contractor registration requirements to better identify organizations
performing work under federal contracts.’ Once implemented these

SPub. L. No. 109-282, § 2(b)(3), authorized the Director of OMB to designate one or more
agencies to operate and support the website.

18pyb. L. No. 113-101, § 3(2), 128 Stat. 1146 (31 U.S.C. § 6101, Note), amending FFATA,
Pub. L. No. 109-282, §§ 3-4.

Pub. L. No. 113-101, § 3(2), 128 Stat. 1146 (31 U.S.C. § 6101, Note), amending FFATA,
Pub. L. No. 109-282, §§ 3-4.

8Exec. Order No. 13,576, 76 Fed. Reg. 35,297 (June 16, 2011).
1979 Fed. Reg 31,187 (May 30, 2014) and 79 Fed. Reg. 61,739 (Oct. 14, 2014).
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changes could also enhance the quantity and accuracy of data available
for linking small business subcontractors and prime contracts.

We are not making any recommendations in this report. We provided a
draft of this report to DOD, GSA, OMB, SBA, and the Treasury for their
review and comment. GSA submitted comments that agreed with our
findings, but none of the other agencies submitted formal comments.
Technical comments were incorporated as appropriate.

Agency Comments

We are sending copies of this report to the appropriate congressional
committees, the Secretary of Defense, the Administrator of General
Services, the Director of the Office of Management and Budget, the
Administrator of the Small Business Administration, and the Secretary of
the Treasury, and other interested parties. In addition, the report is
available at no charge on the GAO website at http://www.gao.gov.

If you or your staff have questions about this report, please call me at
(202) 512-4841 or woodsw@gao.gov. Contact points for our Offices of
Congressional Relations and Public Affairs may be found on the last page
of this report. GAO staff who made major contributions to this report are
listed in appendix .

William T. Woods
Director
Acquisition and Sourcing Management
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Appendix |: Scope and Methodology

We had two objectives for this review: (1) to assess the feasibility of using
data in contract reporting systems to link small business subcontractors to
particular prime contracts and (2) to identify actions executive agencies
are taking that might help facilitate linking small business subcontractors
to prime contracts.

To determine the feasibility of linking small business subcontractors to
prime contracts, we identified four current contract reporting systems: the
Electronic Subcontract Reporting System (eSRS), USASpending.gov, the
Federal Procurement Data System - Next Generation (FPDS-NG), and
the Federal Funding Accountability and Transparency Act Subaward
Reporting System (FSRS). We reviewed user manuals for these systems
to determine which data the systems did and did not have available. From
our analysis, we identified a need to use a fifth system—the System for
Award Management (SAM)—to determine subcontractors’ small business
status. We also reviewed previous GAO reports to determine the
reliability and accuracy of the data in the contract reporting systems. We
interviewed agency officials with the General Services Administration
(GSA), the Office of Management and Budget (OMB), the Small Business
Administration (SBA), and the Department of the Treasury (Treasury)—as
the agencies responsible for oversight or management of these
systems—to discuss the information contained in these systems and their
limitations. We also interviewed officials with the Department of Defense
(DOD), the largest contracting agency and a significant user of these
systems.

For efficiency, we used contract data on major defense acquisition
programs collected from ongoing work to identify 199 unique contracts.
We entered each contract number into USASpending.gov to search for
specific subcontractors associated with the contract. This search was
conducted under the subaward search and was considered successful if
the system reported any subcontractors for a particular contract. When
searching in USASpending.gov for information on indefinite
delivery/indefinite quantity contracts, we searched via the specific task
orders instead of the base contract as awards are reported via the task
orders. As contracting and subcontracting information in
USASpending.gov is automatically imported from FPDS-NG and FSRS,
we verified the information found in USASpending.gov by entering some
contracts, including all of those that reported subcontract data, in FSRS
and FPDS-NG. We then entered contract numbers for the contracts that
reported subcontractors into eSRS to determine which type of
subcontracting plan each contract used. We first searched for individual
subcontract reports submitted by a prime contractor and if we were
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unable to find one, we conducted a search in USASpending.gov using the
contract number to find the prime contractor’s Data Universal Numbering
System (DUNS) number. As contract numbers cannot be used to search
for summary subcontracting plan information, we then took the prime
contractor's DUNS number and searched in eSRS for a summary
subcontract report and supplementary information that identified specific
contract numbers. We considered the search to be successful if it
returned either an individual subcontract report for the prime contractor
associated with the contract or if we were able to determine through the
summary subcontract report search that a particular contract was
associated with that report. We also used eSRS to determine which
contracts reported subcontracting activity by searching for individual
subcontract reports associated with particular contracts reported at the
prime or subcontractor level. We used the results to compare actual
subcontracts found in USASpending.gov with contracts that report some
level of subcontracting activity in eSRS. From the set of 37 contracts with
available subcontract data in USASpending.gov, we selected a
nongeneralizable sample of 12 contracts based on the military service,
contracting office, contract type, subcontracting plan type, and prime
contractor. We determined that these contracts had 278 unique
subcontractors. We downloaded the DUNS numbers from
USASpending.gov for each of these subcontractors and entered the
DUNS numbers in SAM to determine their small business status. SAM
requires registrants to update their information annually in order to remain
in an active status. To better identify that status, we searched under both
active and inactive registrants. Agency officials indicated to us that many
subcontractors do not regularly update their information and if this search
setting is not changed then the small business status of some
subcontractors cannot be found. We also interviewed officials at DOD,
GSA, and SBA to verify our methodology and to explain any outliers and
anomalies that we encountered.

To identify any current actions under way by executive agencies that
could facilitate linking small business subcontractors and prime contracts,
we reviewed GSA’s plans for consolidating contract reporting systems,
including those identified in our methodology, and Treasury’s plans to
improve USASpending.gov. We reviewed prior GAO work, relevant recent
legislation, and potential regulatory changes in addition to conducting
interviews with officials at GSA, OMB (Office of Federal Procurement
Policy, Office of Federal Financial Management, and Office of E-
Government and Information Technology), the Government Accountability
and Transparency Board, and Treasury’s Bureau of the Fiscal Service to
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identify any actions planned or implemented that might facilitate drawing
links between small business subcontractors and prime contracts.

We conducted this performance audit from June 2014 to December 2014
in accordance with generally accepted government auditing standards.
Those standards require that we plan and perform the audit to obtain
sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on our audit objectives. We believe that
the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objectives.

Page 17 GAO-15-116 Subcontract Reporting Systems



Appendix |I: GAO Contact and Staff
Acknowledgments

GAO Contact William T. Woods (202) 512-4841 or woodsw@gao.gov.

Staff In addition to the contact named above, J. Kristopher Keener (Assistant
Director), Peter Anderson, John Crawford, Julia Kennon, John Krump,

Acknowledgments Ramzi Nemo, James R. Sweetman Jr., and Ozzy Trevino made key

contributions to this report.

(121214) Page 18 GAO-15-116 Subcontract Reporting Systems


mailto:woodsw@gao.gov�

GAQ’s Mission

Obtaining Copies of
GAO Reports and
Testimony

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibilities and to help improve the performance and
accountability of the federal government for the American people. GAO
examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance
to help Congress make informed oversight, policy, and funding decisions.
GAQ’s commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

The fastest and easiest way to obtain copies of GAO documents at no
cost is through GAO’s website (http://www.gao.gov). Each weekday
afternoon, GAO posts on its website newly released reports, testimony,
and correspondence. To have GAO e-mail you a list of newly posted
products, go to http://www.gao.gov and select “E-mail Updates.”

Order by Phone

Connect with GAO

To Report Fraud,
Waste, and Abuse in
Federal Programs

Congressional
Relations

Public Affairs

The price of each GAO publication reflects GAO’s actual cost of
production and distribution and depends on the number of pages in the
publication and whether the publication is printed in color or black and
white. Pricing and ordering information is posted on GAO’s website,
http://www.gao.gov/ordering.htm.

Place orders by calling (202) 512-6000, toll free (866) 801-7077, or
TDD (202) 512-2537.

Orders may be paid for using American Express, Discover Card,
MasterCard, Visa, check, or money order. Call for additional information.

Connect with GAO on Facebook, Flickr, Twitter, and YouTube.
Subscribe to our RSS Feeds or E-mail Updates. Listen to our Podcasts.
Visit GAO on the web at www.gao.gov.

Contact:

Website: http://www.gao.gov/fraudnet/fraudnet.htm
E-mail: fraudnet@gao.gov
Automated answering system: (800) 424-5454 or (202) 512-7470

Katherine Siggerud, Managing Director, siggerudk@gao.gov, (202) 512-
4400, U.S. Government Accountability Office, 441 G Street NW, Room
7125, Washington, DC 20548

Chuck Young, Managing Director, youngc1@gao.gov, (202) 512-4800
U.S. Government Accountability Office, 441 G Street NW, Room 7149
Washington, DC 20548

oy
%o

Please Print on Recycled Paper.


http://www.gao.gov/�
http://www.gao.gov/�
http://www.gao.gov/ordering.htm�
http://facebook.com/usgao�
http://flickr.com/usgao�
http://twitter.com/usgao�
http://youtube.com/usgao�
http://www.gao.gov/feeds.html�
http://www.gao.gov/subscribe/index.php�
http://www.gao.gov/podcast/watchdog.html�
http://www.gao.gov/�
http://www.gao.gov/fraudnet/fraudnet.htm�
mailto:fraudnet@gao.gov�
mailto:siggerudk@gao.gov�
mailto:youngc1@gao.gov�

	FEDERAL SUBCONTRACTING
	Linking Small Business Subcontractors to Prime Contracts Is Not Feasible Using Current Systems
	Contents
	 
	Background
	It Is Not Feasible to Link Small Business Subcontractors to Prime Contracts Using Existing Contract Reporting Systems
	Contract Reporting Systems Not Intended to Link Small Business Subcontractors to Prime Contracts
	Use of the System for Award Management Is Required for a More Complete Identification of the Small Business Status for Subcontractors

	Linking Small Business Subcontractors to Prime Contracts Is Possible for Some Contracts but Involves Multiple Steps

	Executive Agencies Have Actions Under Way That Could Facilitate Linking Subcontractors to Prime Contracts
	Agencies Are Currently Redesigning Contract Reporting Systems
	Additional Actions Could Improve Reliability of Data

	Agency Comments

	Appendix I: Scope and Methodology
	Appendix II: GAO Contact and Staff Acknowledgments
	GAO Contact
	Staff Acknowledgments


	d15116_high.pdf
	FEDERAL SUBCONTRACTING 
	Linking Small Business Subcontractors to Prime Contracts Is Not Feasible Using Current Systems
	Why GAO Did This Study
	What GAO Found



<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Sheetfed Uncoated v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Warning

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams true

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments false

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 220

  /ColorImageMinResolutionPolicy /Warning

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 220

  /GrayImageMinResolutionPolicy /Warning

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 900

  /MonoImageMinResolutionPolicy /Warning

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<





    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200036002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>







    /HUN <>

    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 6.0 e versioni successive.)

    /JPN <>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200036002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 6.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>





    /SKY <>



    /SUO <>

    /SVE <>

    /TUR <>



    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



