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A review of proposed contracting of sanitation and
supply services at the Air Force Academy Cadet Dining Hall was
conducted in response to ccncerns akout possible job losses,
validity of cost analysis, and the quality of contract services.
The Office of Management and Budget Circular A-76 established
the policy that Federal agencies shall rely on private
enterprise for commercial products and services unless in-house
services are justified. When justified because cf lower costs,
in-house services must bc supported by periodic cost analyses.
Findings/Conclusions: In response to former GAC recommendations,
the Academy negotiated for services, but negotiations were
canceled after the propriety of procurement techniques were
questioned. Cost anelysis techniques were found to be in general
accordance with requirements. It indicated that contracting
sarvices would offer approximately 3U4¥ savings over in-house
costs, primarily because of lower wage rates and henefits paid
by the contractor. GAO believed that additional annual savings
of $845,000 could be realized by contracting fcr waiter
services., Although there was no basis for evaluating comparative
quality of services, it was believed that initially contract
services are lower in quality but improve with experience. Tt
was estimated that 61 people would have lost their Federal
positions if procurement had been .:ompleted. Those working for
the contractor would have been paid lower wages, which would
have affected the local economy. Recommendations: The Academy
Superintendent should: use formal advertising procedures 1in
making the analysis required by Cixcular A-76, and justify any
continued in-house operations of the cadet dining hall; and
review the justification for military positions and use civilian
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employees where possible. The Chairman of the Civil Service
Commission should expand wage surveys to include laurdry and
food service industries. (HTW)
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTON, D.C. 20548

B-159219

| The Honorable Frank E. Evans
House ~f Representatives

Dear M . Evans:

Ir response to your request of December 14, 1976, we
review' d the proposed contracting of sanitation and supply
servicrs at the U.S. Air Force Academy Cadet Dining Hall.
Ycur p. .ncipal concerns were the possibility that present
employ. 2s nay lose their jobs, the validity of the Academy's
cost analysis, and the quality of contract services.

During our review we questioned the use of negotiation
procedu:'es for the proposed procurement; the Academy sub-
sequent.y canceled the negotiations. The possibility of the
employees losing their jobs, therefore, is not an immediate
concern. The amount of savings cannot be disclused in order
to maintain the confidentiality of contractors' proposals
but the cost analysis showed contracting would cost 34 per-
cent les: than in-house services. The Air Force and Naval
Academie:s' experience in contracting at two other dining
halls indicates that satisfactory services can be attained.
Therefore, we recommend that the Secretary of the Air Force
direct Academy officials to use formal advertising contracting
procedures in making the analysis of cadet dining hall opera-
tions.

As set forth in its Circular A-76, the Cffice of
Management and Budget policy generally requires that Federal
agencies 1 .ly on the private sector for the products and
services .: uses., The Office also reguires that continuation
of certair in-house activities must be supported by periodic
cost analy.as. In our February 1975 report, "Financial
Operations of the Five Service Academies" (FPCD-75-117), we
recommendec that the Air Force Academy perform such an analy-
sis for its food service operations.

The Ac:demy was negotiating for sanitation and supply
services for the cadet dining hall in response to our prior
recommendation and in conformance with Circular A-76.
However, we questioned the Academy's propriety in using
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negotiated procurement techniques and in an April 5, 1977,
letter, we requested the Secretary of the Air Force to
reconsider the procurement method being used. (See exhibit
B.) On April 12, 1577, Academy officials canceled the
negotiated procurement action on the basis of our letter
and congressioral concern regarding the propriety of con-
tracting out established Government in-house activities.

Our review was primarily concerned with whether the
Acadeny's cost-analysis procedures followed Circular A-76
and did not cover the validity of certain of its reguirements.
We found the Academy cost analysis was prepared cgeneraily in
accordance with Air Force guidance which implements the cir-
cular, It indicated that contracting these services offers
approximately 34 percent savings over in-house costs. Simi-
lar savings have been realized by contracting for food serv-
ices at the Air Force Academy's airman dining hall andéd the
Naval Academy's midshipmar dining hall.

The indicated savings are due primarily to lower wage
rates paid by the contractor compared to the rates paid to
Federal employees. For example, a contractor would be rc-
quired to pay an employee $2.27 an hour in wages. The em-
ployee would receive benefits costing $0.35 an hour for
retiremznt and health and life insurance. A Federzl em-
ployee performing the same duties would receive wages of
$5.81 per hour and benefits costing the Government S1.78
per hour. Also an in-house employee would get 9 paid holi-
days and 13 to 26 days vacation as opposed to the contract
employee's 8 and 10 days, respectively.

The Academy's analysis was based on eliminating 67
sanitation and supply services in-house positions. 1If the
191 cadet dining hall waiters had been considered in the
study, there would be a potential for additional annual
savings of over $845,000.

We have no basis for evaluating the cuality of in-house
versus contract service at the cadec dining hall since the
service has not yet been contracted. However, we believe
that the gquality of service is directly related to the
capabilities and experience of the individual contractor or
in-house work force., Information we obtained about contract
experiences at the airman dining hall and the Naval Academy's
midshipman dining hall indicates that initially contractor
services are lower in guality than in-house, but they im-
prov2 to a satisfactory level with experience.
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Results of our review are discussed in more detail in
appendix I,

As requested by your office, we did not obtain formal
comments from Air Force officials. However, we discussed
the results of our work with them and considered their com=-
ments wnere appropriate.

This report contains reccmmendations to the Secretary
of the Air Force and the Chairman, Civil Service Commission
on page 10 of the appendix. As you know, section 236 of the
Legislative Reorganization Act of 1970 reguires the head of
a Federal acency to submit a written statement on actions
taken pursuant to our recommendations to the House Committee
on Government Operations and the Senate Committee on Govern-
mental Affairs not later than €0 days after the date of the
report and to the House and Senate Committees on Appropria-
tions with the agency's first reguest for appropriations made
more than 60 days after the date of the report. We will be
in touch with your office in the near future to arrance for
release of the report so that the requirements of section 236
can be set in motion.

Sincerely yours,

Tewn M A

Comptroller General
of the United States
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APPENDIX I APPENDIX I

ONE MILLION DOLLAR POTENTIAL SAVINGS

BY CONTRACTING FOR SERVICES AT

THE AIR FORCE ACADEMY CADET DINING HALL

AIR FORCE PRICUREMENT
POLICIES EOR PRIVATE SECTOR SERVICES

The Cffice of Management and Budget, in Circular A-~76,
established the national policy that Federal agencies shall
relv on the private enterprise svstem for commercial or in-
dustrial products and services it uses. In-house services
can be utilized, however, when considered militarily essen-
tial, or when commercial procurement would cost more, dis-
rupt, or materially delay a prcgram. The circular requires
that in-house activities, justified because of lower cost,
must be supported by periodic cost analyses insuring
economical services. The circular is implemented by Depart-
ment of Defense Directive 4100.23 which sets forth principles
to be adhered to in cost analyvses and defines the cost ele-
ments to be used. A Department of the Air Force Manual

prescribes specific steps to be followed in making cost analv-

ses, Should the decisicn be made to contract cut, the pro-
curement of those goods and services must be in accordance
with Armed Services Procurement Regulations.

BACKGRCUND

In an earlier report, "Financial Operations of the Five
Service Academies," 1/ we estimated potential annual savings
at the Air Force Academy of $741,000 if food services were
contracted and recommended that the Secretary of Defense di-
rect the Air Force to maka the analysis required by Circular

A-76 and to justify contirued in-house cperation. The lepart-

ment of Defense responded that the Air Force was raviswing
the food service operation at the Academy. In the same re-
gort we also reccmmended that military positions at the Acad-
emy be reviewed and civiliar employees usad where feasible.

In September 1975 the Superintendent of the Air Force
Academy notified the Air Force Chief of Staff that a con-
tractor would operate the airman dining hall. 'In the same
letter, however, he recommended that the operation of the
cadet dining hall remain in-hcuse. The Vice Chief of Staff
of the Air Force then asked the Academy to take a "hard look"
at the costs of operation.

1/Report to the Congress, FPCD-75-117, February 6, 1975.
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In January 1976 the Superintendent notified the Vice
Chief of Staff that action had been taken to eliminate 31
waiter positions--an annual savings of $350,000. B3y con-
tracting the 91 sanitation and supply positions. an estimated
annual cost savings of $184,000 could be achieved. He stated
that the partial contracting would not seriously jeopardize
cadet dining hall operations., The Chief of Staff concurred
and granted approval to continue in-house performance of th
remaining functions.

lh’

2

Work specifications for sanitation and supply services
were drafted in July 1976, and a Determination and FL*G*ngs
statement was prepared in October 1976. A Determination and
Findings statement is a document that justifies use of the

authority to enter into contract by negot.a-mcn. The Re-
quest for Provosals was issued on November 17, 1976.

PROPRIETY OF CONTRACTING PROCEDURES

The Armed Services Procurement Regulations require that
contracts for services be procured through formal advertise-
ments with authority to use negotiation technigues when ap-
propriately justified.

We questioned the propriety of procurement by negotia-
tion and in an April 5, 1977, letter to the Secretary of the
Air Force we asked that this action be reconsidered. Sub-
sequently, Academy officials advised us they were canceling
the negotiated procurement on the basis of our letter and
current congressional concern rnga*dxnc the propristy of con-
tracting out established Government in-house activities.

The congressional concern was prompted primarily by
increased employee cost factors to be applied to the civil
service employee portion of a Circular A-76 cost comparison.
These factors, on which several congressional ccmmittees have
expressed reservations about their preciseness, were Govern-
ment's cost for employee retirement and insurance benefits
which were raised from 8.44 to 28.7 percent 1/ of employee

1/In mid-June 1977 just before this report was published, the
Office of Hanagement and Budget (OMB) henpo'arqu reduced
the factor for employee retirement from 24.7 to 1l4.1 per-
cent, making the combined employee restirement and instrance
benefits 18.1 percent of employee pay. The temporary change
reduced the potential average annual savings from 34 to 29
percent., OMB is in the process of reviewing the baslis fcr
contracting out for goods and services.

3
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pay. This increases the relative in-house cost which could
lead %o more contracting out.

CADET DINING HALL COST ANALYSIS

We determined that the Academy generally followed Air
Force procedures in preparing the cost analysis and that
contracting out would result in considerable savings.

Although the Academy generally fcllowed prescribed pro-
cedures, there were some differences in its and our handling
of costs., Some of those differences, though, had an off-
setting effect and did rct materially change the results of
the analysis. We considered as a contract cost the potential
expense of relocating affected employees and cost of work
performed on special details by in-house sanitation and
supply workers during the summer months, whereas the Acadeay
did not include any such costs in its analysis. We also in-
cluded, bcth on the contract side ané on the in-house side,
full cost for 15 in-house employees whose pay we believed
would be different under the two operations but which the
Academy ccnsidered would be the same under either operation.

In addition, Air Force procedures reguire new wage rates
which co into effect prior to bid opening to be used in cost
studies. The new wage rates for in-house employees, effective
March 27, 1977, were not used in the Academy cost analysis,
but Academy officials assureé us that the new rates would have
been included in the study before contractiag.

Both analyses showed that an average annual saving of
at least 34 percent 1/ over in-house costs can De achieved by
contracting for the sanitation and supply services. But in
order to maintain the confidentiality of contractors' pro-
posals, we cannot disclose the amount of savings.

We estimated that, based on in-house and contractor wage
rate differences only, additional savings of over $845,000
annually could be realized by contracting for services
provided by 191 waiters.

These potential savings are further supported by con-
tracting experiences at the airman dining hall and at the
Naval Academy's midshipman dining hall. In October 1375 the
Academy contracted the entire food service operations at the
airman dining hall. The Academy's cost analysis showed an
anticipated first-yesr cost savings of about $143,000 and a
J-year cost savings of approximately $492,000. Cur review of

1/See fontnote, appendix I, page 3.
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the £irst year's contract service costs showed that the actual
savings were about $30,000 less than anticipated in the study.

Naval Academy officials informed us that waiter and
sanitary services at the midshipman dining hall were first
contracted in January 1976, While they encountered un-
foreseen costs in the first year of contract operation,
lzarge cost reductions were still realized.

ANTICIPATED IMPACT CN EMPLOYEES

Although the cost analysis demonstrated tha* ccuatracting
out would be less costly for the Air Force, we found that it
would have adverse effects on current employees, These ef-
fects, which include potential unemplcyment and/or greatly
reduced wages andé fringe benefits are not considered in the
study regquired by Circular A-76.

Had the procurement been completec ané the sanitation
and supply services contractad, 67 positions would have Dbeen
eliminated. Although the Academy's civilian personnel office
would place as many employees as possible in available Academy
positions, we estimate 61 people would still have lost their
Federal positions., About 40 percent of the affected employees
are minorities. Academy officials pointed out that lorfing
these people would be contrary to the Acadeny goal of employv-
ing more minority personnel.

Based on information obtaineac from the civilian person-
nel office and the Coliorado State Employment Office in
Colorado Springs, it is doubtful that gainful employment
could be found for these emplcyszes elsewhere in the local
area. For example, from October through December 1976, the
Colorado Springs State Employment Office had on file about
6l4 applications which fell within the same occupational
category as the employees in the sanitation area. Only 64
of the 614 applicants were placed during that period.

. Contractor employees would earn less per hour than
in-house employees for the same work and their lower wages
would affect the local eccnomy.

The comparison in exhibit C between the wages and
benefits that certain employees receive under an in-house
operation and what the same employees would have recaived
from a contractor shows that the contractor employees
would have received from 42 to 44 percent less.

Although we did not analyze in cdetail all of the ree-

sons for the different wage rates, the major reascns were
(1) the employees are in the f£ifth step of the Federal

5
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Wage System's schedule which is 12 percent ahove the prevail-
ing average private sector rate and (2) the surveys on which
the wage rates are based involved different industries.

Wage rates for Federal emplovees at the Academy are
determined by the Department of Defense with concurrence by
the Civil Service Commission as provided for in 5 U.S.C. 5341
whnic established the Federal Wage System. The minimum wage
for contractor employees is determined by the Department of
Labor in accordance with the Service Contract Act of 1965.
Defense officials informed us that their latest wage survey
for the Coloraco Springs area was conducted in January 1977.
Labor's determination as required by the Service Contract Act
was based on surveys made in September 1975 and March 19756,
The Defense wage survey included 57 firms with 17,650 workers
and the 1975 Labor survey included 52 firms with 12,550
workers.

The Defense survey included the following industries:
communication, public utilities, transportation, manufacturing,
and wheclesale trade. The Labor survey covered laundry and dry
cleaning, moving and stcrage, and a cross-industry category
which includes those industries in the Defense survey, plus
selected service industries such as eating establishments,
perscnal services, and engineering and architectural services.
Defense officials stated that no wage data compiled by Labor
is used in their wage rate determinations. Defense cfficials

said that the Civil Service Commission prevented them frcm in-
cluding food and laundry service industries in their survey.

The Labor survey determined that the average wage for
food service workers in this area was $2.60 per hour. When
the higher paid Federal workers were included, on a2 weighted
average basis, the minimum wage for contractor employees was
set at $3.27 per hour. Thus the Federal employees receiving
$5.81 per hour were paid 123 percent more than comparatle
positions in the local community while contractor employvees
would have been paid 26 percent more.

Defense also determines the wage rates for nonappro-
priated fund employees under provisicns of Public Law 92-392.
The law recuires the survey to include retail, wholesale,
service, and recreational establishments having employvees in
similar occupations. Based on the most recent survey, Defense
set wage rates ranging from §2.38 per hour to $2.78 £or nonap-
prooriated fund focd service workers employed in the mili-
tary clubs and other eating facilities at the Academy. Thus
the Federal employees in the cadet dining nall would receive
wages 109 percent higher than comparable workers in nonappro-
priated fund eating facilities at the Academy.
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In our June 1975 report entitled "Improving the Pay
Determination Process for Federal Blue=-Collar Employees"
(FPCD=-75-122), we highlighted this problem. We recommended
that the Civil Service Commission expand coverage so that
food and laundry service industries could be included in the
wage surveys. The Civil Service Commission has not made any
changes in this area.

In addition to reducing employee wages, there would also
have been a substantial loss of fringe benefits. The average
differences in fringe benefits range as follows:

--Eighteen cents, or 56 percent, less per hour paid to
contractor employees for health and life insurance
berefits.

--Three to 16 less days per vear annual leave/vacation
provided to contractor employees, depending on length
of service.

-=-One less paid holiday per year, provided for zontractor
employees.

--Civil Service retirement benefits are more generous
than Social Security benefits.

Contract emplover contributions toward retirement are
also less than those of the Government. Under Social Secur-
ity an employer contributes 5.85 percent of each emplovee's
annual salary up to $16,500 while the Government's cost is
24.7 percent 1/ of each employee's full salary.

In response to a congresrional incuiry, we evaluated
the reasonableness of the 24.7 percent retirement ccst factor
and the economic assumptions used in calculating it. 1In re-
porting our findings (PSAD-77-6 and 77-7, Nov. 5, 1976),
we pointed out that the Government's annual retirement costs
are greater than the 7 percent of payroll previously used in
cost comparisons. This is regardless of whether reference is
being made to net Government outlays from the retirement fund,
the Government's annual contributions to the retirement fund,
or the Government's share of the value of currently accruing
benefit rights-earned by employees during the year.

OQur report concluded that, based on the economic
assumptions used, the retirement cost factor was reasonable.
We did suggest, however, that the Office of Management and
Budget consider developing a series of retirement cost

1/See footnote, appendix I, page 3.
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factors tailored to each type of activity that is a candidate
for contracting out, such as guard cervices, grounds main-
tenance, and focd service, since it is improbable that pen-
sion cost factors are the same for all occupations.

We pointed out that in comparing in-house and contract
costs, it is very important that proper consideration be given
to costs under both alternatives. Concerning contracting, we
reported that the current employer and employee contributions
to the Social Security system may be insuificient to cover
the full cost of employee benefits accrued under the system,
Further, we commented that since there is a possibility that
some zortion of any additic.al costs will eventually be
borne by the Federal Government, we believe the Office _Z
Manacement and Budget should consider developing a factor
for cost comparison purposes that could be applied to labtor
costs of private sector employees to reflect the £full annual
accrual of retirement benefits of emplovees under the Social
Security system.

PERFORMANCE AND QUALIYY OF SERVICE

We have no basis for evaluating the gquality of in-house
versus contract service at the cadet dining hall since the
service has not yet been contracted. However, it is our
opinion that the gquality cf services is directly related
to the capabilities and experience of the individual con-
tractor or in-house workfcrce. Information we obtained
about contract experiences at the airman dining hall and the
Naval Accdemy's midshipman dining hall indicate that initially
contractor services are lower quality than in-house, but that
guality improves with experience.

The entire food service operation at the airman dining
hall was contracted starting in October 1975. We inter-
viewed Academy food service officials, inspectors, and custom-
ers, most of whom had been at the Academy while in-house
services were provided. Most felt the guality of service
declined below the level of in-house service at the beginning
of the contract, then later improved. 1In June 1976 the first
contractor was given a notice to correct deficiencies re-
sulting from failure to provide adeguate sanitation and to
perform certain services. After the notice, the contractar's
performance improved and the Academy notified the contractor
of its intent to exercise the second-vear option. However,
the contractor was debarred for violations of the Service
Contract Act and was replaced by another.

The seccnd contractor began operating the hall in
February 1977. Academy officials are pleased with its
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performance and told us they plan to compete for the Hennessy
Trophy Award, an Air Force-wide competition for excellence
in aining hall operations.

The laval Academy also experienced contractor problems.
During the first few months the contractor had problems
hiring enough waiters and sanitation workers and meeting
sanitation standards. The contract started in January 1976
and by May the services were satisfactory. However, as the
result of a dispute over operating costs, the contract was
canceled for default on May ¢, 1976. A second contractor
who took over operations the next day also had staffing and
sanitation problems. 1In December 1976, the second contractor
was told to correct deficiencies caused bty failure to provide
adeguate sanitation services and an adeguate number of mess
attendants. These problems have caused inconveniences such as
midshipmen sometimes having to obtain their individual table-
ware from the center of the table and some tables not being
served on time. However, midshipmen whom we interviewed did
not feel these problems were serious or lasting. Naval
Academy food s2rvice officials also seemed optimistic and
anticipated increasing improvements in contract services.

OPPORTUNITY TO REDUCE COSTS

It is generally thke Department of Defense policy to use
contractors or civilians in positions which do not require
military incumbents, military background, or unusual hours.
In a previous report, "Financial Operations of the Five
Service Academies," we estimated that about $3,000 per posi-
tion could be saved by using civilians in Academy positions
held by military personnel.

Twenty-three military positions are authorized for the
cadet dining hall. Of these, three ares in management and
20 are in food service specialty positions. The Academy
justified the military positions because they relate to
management and training functicns. Neither of these reasons
are justified by Defense policy.

Academy officials noted that civilianizing those
positions seems contrary to current Presidential and Office
of Management and Budget guidelines on restricting the num-
ber of civilian employees, Since civilianizing should pro-
duce a cost savings and would decrease the overall number of
Federal civilian and military employees, we do not believe it
would be contrary to the desired objective of managing Govern-
ment programs more efficiently.
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CONCLUSIONS

Although the Academy's cost analysis generally complied
with established procedures, we differed with the Academy's
handling of several cost items. The analysis demonstrated the
Air Force could realize potential average annual savings of at
least 34 percent 1/ by contracting for sanitation and supply
services, This savings is largely due to the disparity in
wage rates and fringe benefits. We estimate additional
annual savings of over $845,000 could be realized by con-
tracting for waiter services.

If the contractor's performance in the cadet dining hall
were similar to that experienced in the airman dining hall and
in the midshipman dining hall at the Naval Academy, the gual-
ity of service could be expected to decline at first and then
to gradually improve to a satisfactory level.

The majority of the current in-house employees in the
affected area would then probably be laid off. Those work-
ing for (he contractor would be paid from 42 to 44 percent
less per hour than in-house employees being paid for the same
work. Contractor employees would receive lower fringe bene-
fits and fewer paid holidays and vacation days. Further, the
exclusion of certain service industries from wage survevs which
results in Federal blue-collar pay being substantially above
prevailing private secteor rates will likely contribute to
Federal agency decisions to contract for services.

RECOMMENDATIONS

We recommend that the Secretary of the Air Force direct
the Air Force Academy Superintendent to:

--Use formal advertising procedures in making the analy-
sis reqguired by Circular A-76, and justify any con-
tinued in-house operations of the cadet dining hall.

--Review the ‘justification for military positions in the
cadet dining hall and use civilian employees where
possible.

To improve the Federal Wage System's pay determination
process, we further recommend that the Chairman of the Civil
Service Commission expand the wage surveys to include laundry
and food service industries.

l/See footnote, appendix I, cage 3.
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EXHIBIT A

FRANK E, EVANS
1o CiarmcT, Coomano

HOUSE COMMITTEECN
APPRCERIATICNS

(PL-212

Congress of the Enited States
Bouse of Representatives
Sashington, B.€, 20515

Cecemcer 132, 1976
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EXHIBIT A

CIETWICY crvcEs
Roos 118, Posr Orvict Bunooa
PO Box 78
Puems. Cowocmaso 81007

18680 Saurtw Coeeig Dane
Moo 418
Con Dmase Sem s
Tomano B4

Elmer Staats

Cemptroller General
General Accounting Office
441 G Street

wasiington, D.C. 205438

Dear Mr. Staats:

Recently, constituents of mine in the Culorado Springs
area who work for the Air Force Acadenmy as civilian employees
nave ceomplained that they may lcose their jobs because the Acac-

emy is attempting to turn many duties performed by civilian em-

oloyees including one hundred jobs in the Cadet Dining Hall,
gver to ccntractors.

Often cost analysis shows that using contractors does
save monev, however, the cost analysis procedures and fcormulas
used by OMB and the military have come under criticism recently
by the GAQO and members of Congress.

I would request that the GAO look intc the cost analysis
procecure used by t!i ' Air Force Academy in determining whether
contract work or work by civilian employees cost less. In ad-
dition, I hope scme light can be shed cn the diZference in cual-
ity of work, pay, fringe benefits, etc., between civilian ernploy-
ees and the contract employees.

There is some urgency cencerning this study since the
Alr Force Academy plans to let out bids Zor contract on the
Cadet Dining Hall in the spring of 1977.

Thank you for your cooperation.

Sincerely,

//#"-:;_:..a“-_.__
FRANK E. EVANS
Member of Congress

L] ]
"
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EXHIBIT B EXHIBIT B

UNITED STATES GENERAL ACCOUNTING OFFICE
WASHINGTON, D.C. 20548

APR 5 1977

PROCURIMENT AND SYSTEMS
ACUUISITION DIVISION

The Honorable
The Secretary of the Air Force

Jear Mr, Secreatary:

At the request of Congressman Frank E. Cvans, our office {s reviewing
the cost analysis procadures used by tha Afr Forca Adacemy in considering
contracting for focd sanitation servicas in {ts Cadet Dining Hall. The
Academy’'s use of negotiation techniques in seeking to contract for these
services is guestionabla and we are, therefore, requesting your corments
en why the Air Force {s planning to negotiate a contract instead of adver-
tising for bids.

The Acadsmy's original Cetermination and Findings (D&F) statament
cited 10 U.S.C. 2304(af(13) as the basis for ccmpetitive negotiation. Thnis
exception allows necotiated procurement essantially when 1t {s izpracticable
to draft adaquate specifications for the required services. It s our
understanding that subsequent to our questicning the use of that basis, the
Academy revised the DLF statement to ¢ita exception 10 U.S.C. 23C4(a)(1)

as the basis for negotiation because the procurement is a small business
sat-aside. In this regard, ASPR 1-706.5(b) calls for the use of small
business restricted advertising wherever possible.

We are not aware of why specifications adequate for formal advertising
could not ba drafted, or why formal advertising or small business restricted
.advertising would not be possible in contracting for the food sanftation
services, and Academy officials have not been abdle to clarify this matter
Accordingly, wa gquestion whether the circumstances in this case meet the
criteria for necotiating.

We would appreciate your reconsideraticn of this matier with 2 viow
toward awarding this contracc on an advertised basis. In this connection,
it 1s our experience that militaiy agency contracis embracing this kind of
work are almest universally awarded under formal advertising or small business
restricted advertising.

Sincerely yours,

/Uéb‘ﬁm/

R. W. Gutmann
Director

b¢: Mr. Flynn (PSAD/GP
Mr. Wolin (PSAD/G?
Denver Regional Office
Mr. Elkmeyar (FPCO).—
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EXHIBIT C EXHIBIT C

COMPARISON OF IN-HQUSE

AND CONTRACT WAGES AND BENEFITS

. Difference
Government Contract Amount Percent
WAGES:
(per hour)
Mess Attendant (WG-2/5) §5.81  $3.27  $2.54 44
warehouseman (WG=-6/3) §.21 3.62 2.59 42
FRINGE BENEFITS:
(per hour)
Mess Attendant
Retirement costs a/ l.44 b/ .19 .22
Life insurance
costs .03
Health insurance
costs o 5 | .16 18
Total $§1.78 $ 35 $ .40
Warehouseman
Retirement costs a/ 1.53 b/ .21 22
Life insurance
costs .03
Health insurance
costs Pl & .16 .18
Total $1.87 3 waf S .40
e I
Annaal leave/ 13 to 26 days 10 days
vacation per year de- per year
pending on after 1
length of year of
service service
Paid holidays 9 days per year 8 days per vear

a/Civil Service retirement 24.7 percent.

-

/Soc

al Security 5.85 percent.

ltr






