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Research Problem Identified  

Research Problem:  
The Paradox: DOD/DON have not been achieving HUBZone 

small business contract spending statutory (or negotiated) goals, 
despite “parity” among small business categories and buyer 
“discretion” to set contracts aside for any category as needed to 
meet the spending goals.   

 
“We have one category, HUBZones, in which I think we've 

got to stretch a little bit, but I think we can get there, and we're 
committed to doing that.” 

 - USD AT&L Frank Kendall, June 26, 2015.   
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Research Questions 
1. Can the Cohen-Eimicke Contract Management Performance 

Model (inputs, process, outputs, and outcome) explain DON’s 
HUBZone Program performance trends? 
 

2. Are HUBZone Program “parity” + unguided individual-level 
Contracting Officer discretion the right mechanisms to 
support DON HUBZone Program goals? 

 
3. What should DON do to turn its HUBZone Program around?  
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Methodology  

• Review of Prior Academic Research 
• Follow Theoretical Foundation of Effective Program Design 

applying the Cohen & Eimicke Contract Management Performance 
Model (CMPM) to HUBZone Contracting 

• Follow the Framework of the Kidalov-Lee SDVOSB Contracting 
Study 

• Understanding the performance taxonomy of SDVOSB 
Program designs  
• Laws, Regulations, Precedents  

• FPDS data analysis by CMPM Performance Taxonomy 
• Mostly focused on FY06-FY15 

• Discussion, Conclusions, Recommendations 4 



Roots of the Paradox:  
The Great Parity Debate  

• December 1997: HUBZone Program created by the SBA Reauthorization Act 
• June 1996: SBA issues HUBZone regulations, granting it set-aside priority over other small 

business programs.  SBA said set-asides were to assist buyers and areas, not firms. No 
guidance on when a HUBZone firm needs business development via set-aside. 

• March 1999: SBA certifies first HUBZone SBC and the  HUBZone Program begins operating.  
• March 23, 2005: As part of SDVOSB reforms, SBA and FAR Council make HUBZone contracting 

opportunities part of stated purpose for FAR Part 13, Simplified Acquisitions 
• August 2005: SBA reverses its view of its own regulations, requiring HUBZone parity 
• January 11, 2006: DON (with DOJ help) wins over SBA in Contract Management Inc. v. 

Rumsfeld in the 9th Circuit Court of Appeals, establishing HUBZone priority.  
• September 19, 2008: DON wins International Program Group, Inc. at the GAO, reinforcing its 9th 

Circuit win.   
• August 4, 2009: DASN A&P Elliott Branch informs DON of DOD direction to accede to SBA’s 

view and and DOJ’s new position favoring “parity” in Memorandum, “Recent Government 
Accountability Office Decisions Concerning Small Business Programs.”    

• September 27, 2010: Small Business Jobs Act became law, imposing “parity.” 
• February 4, 2011: SBA Regulations implement the SBJA. 
• March 2, 2013: FAR Council implements the SBJA. 
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Contract Management Performance Model 
Cohen & Eimicke, The Responsible Contract Manager (2008)  

Inputs  Process Outputs  Outcome 

Inputs  Process Outputs  Outcome 

Dollars awarded 
with HUBZone 
SBCs, bench-

marked to the 3%  
statutory goal (or 
negotiated goal)  

 
Individual-level DOD 
Contracting Officer 

discretion to use 
various tools: laws, 

regulations, 
precedents, policies 

 
Number of Active 

HUBZone SBCs 
receiving contract 

awards 

DON Contracting as 
a Viable Means of 
Jobs Creation and 

Industrial Base 
Development in 

HUBZones  

Applied to the HUBZone Program  
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HUBZone Program Taxonomy: Inputs 
HUBZone Goal Achievement Spending 

 as Share of DON Prime Contract Spending 

• HUBZone input: spending from DON towards the negotiated/3% HUBZone goal.  
• Overall HUBZone spending share of DON spending peaked in FY09; now, full circle to FY06. 
• DON HUBZone spending/spending share show volatility and instability.  The Small Business Act 

encourages stable and growing spending levels for goal achievement purposes.  
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HUBZone Program Taxonomy: Inputs 
Overall Trends on DON Spending with 

HUBZone SBCs 

• HUBZone input: spending from DON towards the negotiated/3% HUBZone goal.   
• HUBZone Program (set-aside) spending is relatively flat, with a growth peak in FY09. 
• New Awards and Net Total revenues in long-term decline from FY09, now returned to FY06 

levels; large non-HUBZone set-asides spend; Accretive Modifications spend seems insignificant.  
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HUBZone Program Taxonomy: Inputs 
New Awards Spending to HUBZone SBCs, 

Matched to Contracting Tools (Process) 

• HUBZone Program (set-asides) were never a dominant contributor to DON HUBZone spending. 
• Following FY09, DON Contracting Officers chose to decrease spending through both HUBZone 

and “parity categories” set-asides. Contracting Officers prefer to direct new funding to HUBZones 
through regular Small Business set-asides and non-set-aside awards.  Also, Net Losses grow. 
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HUBZone Program Taxonomy: Inputs 
New Awards Spending to HUBZone SBCs, 

Matched to Contracting Tools (Process) 

• FY09 was peak positive year for DON HUBZone Program spending. 
• While the “parity” reforms allow DON Contracting Officers to tailor set-asides to the gaps in goal 

achievement spending, this feature has not protected DON from decline in HUBZone spending. 11 



HUBZone Program Taxonomy: Inputs 
New Awards HUBZone Program Spending 

Matched to Contracting Tools (Process) 

• HUBZone competitive set-asides New Awards spending took immediate dive after FY09. 
• HUBZone sole source set-asides are a non-factor in HUBZone new spending.  
• SAP set-asides overtook HUBZone sole source set-asides as source of new spending. 
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HUBZone Program Taxonomy: Process 
Contracting Officers’ Discretion 

Federal Acquisition Regulations (FAR) Part 19 
 
19.203 -- Relationship Among Small Business Programs. 
(a) There is no order of precedence among the 8(a) Program (subpart 19.8), HUBZone Program 
(subpart 19.13), Service-Disabled Veteran-Owned Small Business (SDVOSB) Procurement 
Program (subpart 19.14), or the Women-Owned Small Business (WOSB) Program (subpart 
19.15). 
(b) At or below the simplified acquisition threshold… (1) of the simplified acquisition threshold 
definition at 2.101), the requirement at 19.502-2(a) to exclusively reserve acquisitions for 
small business concerns does not preclude the contracting officer from awarding a contract 
to a small business under the 8(a) Program, HUBZone Program, SDVOSB Program, or WOSB 
Program.  
(c) Above the simplified acquisition threshold… the contracting officer shall first consider 
an acquisition for the small business socioeconomic contracting programs (i.e., 8(a), 
HUBZone, SDVOSB, or WOSB programs) before considering a small business set-aside 
(see 19.502-2(b)). However, if a requirement has been accepted by the SBA under the 8(a) 
Program, it must remain in the 8(a) Program unless SBA agrees to its release in accordance 
with 13 CFR parts 124, 125 and 126. 
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http://farsite.hill.af.mil/reghtml/regs/far2afmcfars/fardfars/far/19.htm#P820_177650
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HUBZone Program Taxonomy: Process 
Contracting Officers’ Discretion  

per 15 U.S.C. §657a  
15 U.S.C. §657a (2010)  
The original 1997 set-aside authority (with thresholds since adjusted in the FAR for inflation to $7 million 
for manufacturing NAICS buys and $4 million for other buys), as amended by the Small Business Jobs 
Act of 2010:   
(2) Authority of contracting officer  
(A) Sole source contracts.  Notwithstanding any other provision of law -- A contracting officer may 
award sole source contracts under this section to any qualified HUBZone small business concern, if— 
(i)   the qualified HUBZone small business concern is determined to be a responsible contractor with 
respect to performance of such contract opportunity, and the contracting officer does not have a 
reasonable expectation that 2 or more qualified HUBZone small business concerns will submit offers for 
the contracting opportunity; (ii) the anticipated award price of the contract (including options) will not 
exceed— (I)  $5,000,000, in the case of a contract opportunity assigned a standard industrial 
classification code for manufacturing; or  (II) $3,000,000, in the case of all other contract opportunities; 
and  (iii) in the estimation of the contracting officer, the contract award can be made at a fair and 
reasonable price. 
 (B) Restricted competition. A contract opportunity shall may be awarded pursuant to this section on 
the basis of competition restricted to qualified HUBZone small business concerns if the contracting 
officer has a reasonable expectation that not less than 2 qualified HUBZone small business concerns 
will submit offers and that the award can be made at a fair market price. 
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HUBZone Program Taxonomy: Process 
Trends on Contracting Officers’ Discretion 

 HUBZone New Awards are on long-term decline since FY08, stabilized as of FY13. The FY12 
recertification crisis merely pushed the decline further.   

 Accretive Modifications were rather flat through FY11, then declined. Work is added less and 
less often to existing HUBZone contracts even when new source selection is not needed.  

 HUBZone sole source set-aside awards are so rare, they are near anecdotal.  
 DON Contracting Officers still disfavor the discretion to set aside exclusively for HUBZone 

firms; they prefer other “parity” programs such as 8(a) and regular small business set-asides.  
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HUBZone Program Taxonomy: Process 
Impact/Alignment of Set-Asides to Other Metrics 

HUBZone (Set-Asides) Program’s participation share is growing among DON HUBZone SBC 
contractors.  This is due to shrinking number of HUBZone contractors.  The HUBZone set-
aside Program itself is attracting less and less firms in absolute terms.  
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HUBZone Taxonomy: Process 
Contracting Officers’ Alternative Discretion  
Awards Using Other Program’s Tools: the 8(a) and Non-HUBZone Set-Asides 

 DON is substantially dependent on non-HUBZone set-asides for HUBZone spending and participation. 
 DON buyers like using non-HUBZone program set-asides even when they need to meet HUBZone goals. 17 



HUBZone Taxonomy: Process 
Contracting Officers’ Alternative Discretion  

Low-dollar awards via Simplified Acquisition Procedures (SAP) FAR 13  

 DON buyers like using SAP, and HUBZone firms like participating in SAP. 
 Despite new spending growth, DON buyers shy from SAP HUBZone set-asides.   18 



HUBZone Program Taxonomy: Outputs 
HUBZone Participation in DON Contracting: 

Strategic Direction Trends  

 Strategic future: DON is on a long-term course to run out of HUBZone SBCs contractors.   
 The decline began in FY06-08 before the 2012 decertification due to Census results. It was driven 

by loss of firms receiving unrestricted, 8(a), and non-HUBZone New Awards.  HUBZone set-aside 
New Awardees peaked in FY11, with sustained minor losses thereafter.  

 SAP shows some potential to grow HUBZone participation, but SAP alone is insufficient. 
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HUBZone Program Taxonomy: Outputs  
DON Buyers’ Discretion: Using the HUBZone 

Program (Set-Asides) to Assist HUBZone SBCs  

 HUBZone set-aside awardees, competitive, and SAP set-aside new awardees declined since FY11 
 HUBZone sole-source new awardees have been continuously declining since FY06; there was 

peak in SAP sole source awardees in FY11 
 The 2012 Census-based recertification apparently decreased participation in competitive set-asides 
 If DON was losing some HUBZone SBCs to recertification, why not retain remaining 

HUBZone SBCs through HUBZone set-asides to the remaining firms or attract new ones?  20 



HUBZone Program Taxonomy: Outcomes  
NAICS and PSC/FSC  

Trends and Coverage Gaps by Process/Tool   

 Each DON HUBZone contract has NAICS and PSC/FSC codes.  NAICS codes show industries sought and are used to 
set small business size standards for HUBZone set-asides (and goal achievement credits for awards to firms that meet 
them); PSCs/FSCs describe actual DON needs. 

 The decline in overall HUBZone industries and requirements began with the decline in unrestricted New Awards (No Set 
Asides Used or Identified).  The overall decline accelerated once industries and requirements declined in Non-HUBZone 
Set-Asides (including “parity”).  SAP alone can’t stop the decline.  To grow the HUBZone supplier base, DON must 
strategically fill the gaps between top (overall) and bottom (HUBZone Set-Aside/SAP set-aside ) measures.  
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Answers to Research Questions  

1. Can the Cohen-Eimicke Contract Management Performance Model (inputs, process, 
outputs, and outcome) explain DON’s HUBZone Program performance trends? 

YES! Lack of CMPM-type alignment explains why DON Contracting Officers choose 
non-HUBZone tools even when DON HUBZone spending is declining. 

2. Are HUBZone Program “parity” + unguided individual-level Contracting Officer discretion the 
right mechanisms to support DON HUBZone Program goals? 

NO! DON Contracting Officers are shying away from this discretion.  Contracting 
Officers don’t even try to add much money to existing HUBZone contracts.  Rather, 
Contracting Officers prefer other “parity” programs’ contracting tools (mostly 8(a)), 
regular small business set-asides, unrestricted Simplified Acqusitions (SAP), or 
other unrestricted awards.  Without clear business development standards and/or 
assurance that HUBZone firms are just like other firms, DON buyers have a hard time 
dedicating work to HUBZone firms.       

3. What should DON do to turn its HUBZone Program around?  
Retain the Requirements and Rebuild the Bench.  Use tools such as Blanket 
Purchase Agreements (BPAs) and SAP Set-Asides to help HUBZone firms get past 
performance and prequalify, then dedicate work via those BPAs or similar tools like 
FAR 6.2 set-asides after exclusion of sources or 15 U.S.C. § 644(a) joint set-asides.   22 



The HUBZone Program’s Context:  
Is the HUBZone Program even needed anymore?  
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U.S. Department of Labor, Bureau of Labor Statistics  
American Population 16+ year old  

“Not in the Labor Force” 
Measured by: thousands of persons each month of the year 



Questions and Comments 
“If any particular manufacture was necessary, indeed, for the defense of the 

society, it might not always be prudent to depend upon our neighbors for the 
supply. . . ”  

 – Adam Smith 
 
"The loss of [American] companies that can make things will end up in the 

loss of research that can invent them.” 
 - Suzanne Berger, Massachusetts Institute of Technology, Task Force on 

Production in the Innovation Economy 
 
“The best social program is a job.” 
 - Ronald Reagan 
 
 “"No country, however rich, can afford the waste of its human resources. 

Demoralization caused by vast unemployment is our greatest extravagance. 
Morally, it is the greatest menace to our social order.” 

 - Franklin Delano Roosevelt 
24 
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