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The direct impact of the 2005 BRAC law on

Arlington is considerable: DoD agencies and activ-

ities will vacate approximately 4.2 million square
feet of leased office space and relocate 17,000
direct jobs associated with that space to military
installations both in the region and throughout the
country. The indirect impact of the BRAC actions

on Arlington—though more indeterminate in nature

than the direct impact—is also substantial. Many
indirect jobs associated with the staff and program
support services provided by Arlington-based
contractors, private entities and organizations serv-
ing DoD agencies may also be in jeopardy. As the
BRAC actions realign and consolidate the mission
critical work of affected DoD agencies, many of
the contractor positions supporting the agencies
will be required to relocate “outside the gate®” or
be eliminated altogether,? further compounding
the overall impact on Arlington’s workforce and
defense contractor community.

The Federal Presence in Arlington:

Lessons Learned

The Federal Government’s presence dominates
Arlington’s office market, occupying at least
one-third of the County’s 43 million square feet
of owned or leased office space. Defense-related
activities comprise at least one half of the federal
government’s leased office space in the County
and are primarily concentrated in the Crystal City
submarket.* Consequently, Crystal City will bear
the brunt of the BRAC impact since approximately
three quarters of BRAC-affected space is located
within the submarket.
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Defense contractors are primarily concentrated in the
Crystal City submarket

Although Arlington-based companies provide
goods and services to virtually every federal
agency in the region, the majority of federal pro-
curement dollars flowing through the County

result from DoD spending. In 2007, 57 percent of
Arlington’s $6.76 billion share of federal procure-
ment was derived from DoD contracts.> Contractor
demand for office space is inexorably linked to the
federal government’s presence in Arlington. The
combined direct and indirect federal demand ac-
counts for roughly two-thirds of the County’s office
inventory.® Pronounced cluster effects of contrac-
tors around their DoD clients are evident within
Arlington’s submarkets. However, the density of
these clusters varies significantly from agency to
agency and depends largely on the nature of the
contract work.

Leasing activity related to federal office space is
inherently dynamic. As the primary lease holder for
federal office space, the General Services Admin-
istration (GSA) maintains over 96 million square

2 As a contract condition, some defense contractors will be required to have a presence within close proximity to the main gates of

the military installation where their clients are located.

* For some agencies (such as the Missile Defense Agency), BRAC is the impetus for consolidating other non-impacted operations

and reducing overall contractor dependency.
*Source: Arlington Economic Development
® Source: Federal Procurement Data System, 2007 data

¢ Arlington Economic Development Issue Paper: The Federal Presence in the Urban Village, Dec. 2003
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feet of office space in the Washington region, 9.5
million of which is located in Arlington.” GSA ex-
tends, renews and re-competes leases on a contin-
ual basis. Prior to a memo released by the Under-
secretary of Defense on September 18, 2009, GSA
faced a difficult situation regarding BRAC-affected
defense activities located in Arlington with lease
expiration dates preceding the BRAC deadline: ac-
cording to BRAC law, after October 1, 2009 agen-
cies were not allowed to renew or extend leases
for office space that did not meet ATFP standards.
In response to appeals from the office of Virginia
Congressman Jim Moran (D-8"), the Undersec-
retary of Defense reconsidered the financial and
logistical challenges of requiring agencies to move
into interim space while awaiting the completion
of construction at the receiving installations. The
Undersecretary of Defense ultimately waived the
ATFP requirements and allowed GSA to renew
and extend DoD leases at BRAC facilities in the
National Capital Region that expire prior to Sep-
tember 30, 2011, “as needed, to accommodate con-
tinued occupancy until the BRAC-directed move...
but in no event beyond September 30, 2014.”% Tt
is important to note that the waiver did not undo
BRAC, nor did it extend the deadline. The waiver
simply allows BRAC-affected defense agencies to
remain in non-ATFP compliant leased office space
until the facilities at the receiving installations are
ready to house the relocating activities.

The loss of federal tenants and associated contrac-
tors has been the reality in Arlington in recent
years. Previous federal tenant departures from Ar-
lington—such as NAVSEA and the U.S. Patent &
Trademark Office—have demonstrated that the loss
of an agency tenant has resulted in a corresponding
loss of associated contractors at the ratio of nearly
one square foot of contractor space per square

foot of agency space.” While experience reveals a
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demonstrable loss correlation, the degree of the im-
pact has varied significantly depending on a variety
of factors. Dialogue with executive leadership of
BRAC-impacted companies reveals that numer-
ous considerations factor into defense contractors’
decision to maintain a presence in Arlington or to
relocate either partially or completely to follow
their defense clients (see below).

Considerations affecting contractors’

decision to follow BRAC’d agencies:

» Type of work performed for DoD agency
(i.e. staff support vs. performing work);

*  Number of embedded contractors (also
known as “SETAs”) in the agency;

» Strength of relationship between contractor
and the agency;

» Presence of other federal clients in the
region (both DoD and non-DoD);

» Whether or not the contractor has existing
offices near the agency’s relocation site;

* Remaining time in contract with the agency.

The BRAC-related loss of DoD tenants will
inevitably alter the federal presence in Arlington.
The ATFP building security standards currently
required by DoD will severely restrict GSA’s abil-
ity to locate defense agencies in leased office space
in the future. However, as the lease holder for all
the BRAC-impacted space, GSA has the ability to
backfill the space with other federal agencies as it
did after the 1993 BRAC round which removed the
Naval Sea Systems Command (NAVSEA) from
Arlington. Furthermore, some DoD agencies such
the Office of Naval Research (ONR), the Air Force
Office of Scientific Research (AFOSR), the Army
Research Office (ARO) and the Defense Advanced
Research Projects Agency (DARPA) were initially

7Source: General Services Administration

8 Undersecretary of Defense Memo, Expiration of Leases Impacted by Base Realignment and Closure (BRAC) 2005, Sept. 2009
? Arlington Economic Development Issue Paper: The Federal Presence in the Urban Village, Dec. 2003
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on the 2005 BRAC list but were removed after
Arlington’s lobbying efforts.

BRAC Task Force Recommendations
for Business Assistance

In December 2005 the County Board appointed a
BRAC Task Force to identify BRAC-related im-
pacts and opportunities. The Task Force ultimately
produced 34 strategic recommendations to guide
the implementation of the County’s response to
BRAC. The following recommendations focus on
strategies to retain current businesses while ensur-
ing Crystal City’s competitiveness as a site for
new businesses:

The BRAC Transition Task Force produced a report
outlining 34 strategic recommendations to guide the
County s response to BRAC.

DecemBER 2010

Business Assistance: Helping Businesses Thrive
* Appoint a liaison in Crystal City to provide
business services and serve as the primary point
of contact for BRAC-affected businesses.
Conduct research to assess the needs of BRAC-
affected businesses in Crystal City. Determine
the magnitude of BRAC-related impacts and
identify opportunities.
* Assist BRAC-affected workers (both DoD civil-
ian and contractors) with alternative employ-
ment options in Arlington.

Business/Tenant Incentives: Enhance Crystal
City’s Competitive Position as a Premier
Business Location

* Evaluate and adopt appropriate business incen-
tive strategies to enhance tenant occupancy and
mix during BRAC transition period.

» Structure incentives to maintain Crystal City’s
price/location advantage with comparable office
properties in the District.

* Conduct research on leasing trends for private
sector and government office space. Forecast
office, residential and retail demand for
Crystal City.

Outreach to
BRAC-Impacted Contractors

Arlington’s defense contractors are closely watch-
ing the progression of the BRAC actions. In
preparation for the upcoming relocations, contrac-
tors supporting BRAC-affected agencies are ad-
justing their business plans, modifying operations
and considering future facility needs. Workforce
adjustments, including personnel relocations,
layoffs and new hiring will also be necessary as
contractors adapt to client relocations. An active
outreach campaign to BRAC-impacted Arlington-
based defense contractors is critical to mitigating
the indirect impacts of BRAC.
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Shortly after the BRAC recommendations became
law, staff compiled a comprehensive database of
known Arlington-based defense contractors. Since
that time, AED staff collected BRAC impact data
from a sample of contractors operating in Arling-
ton County and doing business with various DoD
agencies. Staff prioritized outreach to companies
with impending lease expiration dates, undiversi-
fied sets of federal clients, revenues largely depen-
dent upon defense work, and those known to have
contracted with BRAC-impacted DoD agencies

in the past. Outreach efforts primarily engaged
executive leadership but also included facility
managers, government affairs personnel, contract
managers, public relations representatives and
human resources staff. Calls, e-mails and onsite
visits with executives serve as opportunities to
engage in dialogue about BRAC, identify affected
companies, quantify the indirect BRAC impact
and inform the types of services the County will
provide in the future to mitigate the impact.
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The BRAC Transition Center in Crystal City serves as
the hub of activity for workers and businesses seeking
assistance to navigate the BRAC process.

To supplement these outreach efforts, the BRAC
Transition Center located in Crystal City—the epi-
center of the BRAC impact in Arlington—provides
a full range of support services for businesses.

The Center’s location in a highly trafficked retail

both the County and contractors:

Personalized outreach provides numerous benefits to

Benefits to the County:

1. Assessment of individual BRAC impacts to
contractors.

2. Advanced notice of impending staff layoffs
and/or relocation of offices.

3. Awareness of other BRAC-impacted com-
panies (i.e. Prime and subcontractors to
affected companies).

4. Inside perspective of how individual de-
fense agencies are responding to con-
solidation and realignment requirements
vis-a-vis their contract support.

5. Opportunity to assess company’s experi-
ence doing business in Arlington, address
service gaps and build goodwill.

Benefits to Contractors:

1. Increased awareness about BRAC-related
impacts and opportunities.

2. Direct access to a knowledgeable team for
BRAC-related inquiries.

3. Knowledge of the BRAC Transition Center
and Arlington’s services for BRAC-impacted
businesses and workers.

4. Ability to tap into BRAC Transition Center’s
pool of highly qualified, security-cleared
workers for hiring needs.

5. Opportunity to provide feedback about
experience doing business in Arlington.
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area facilitates its function as a hub of activity and
programs promoting growth and retention strate-
gies for the BRAC-affected business population.
In addition to acting as a “one-stop” clearinghouse
of information, resources and technical assistance
for impacted businesses, the Center also provides
a comprehensive offering of workforce develop-
ment programs specifically tailored to the unique
needs of the impacted population.

BRAC-related business opportunities are of great
interest to both impacted and non-impacted con-
tractors. Although Arlington is a sending jurisdic-
tion in terms of the net impact of BRAC, Virginia
and Maryland will experience tremendous BRAC-
related growth resulting in an abundance of con-
tracting opportunities for area businesses. AED
staff’s involvement in regional BRAC groups,
attendance at business networking events and re-
search of contract award notices provides valuable
information about BRAC-related business oppor-
tunities throughout the region. In order to support
the competitiveness and success of Arlington-
based companies, staff continuously disseminates
information about BRAC-related opportunities to
the business community utilizing Web 2.0 tools,
customer relationship management software and
the BRAC Arlington Web site.

In October 2009 BRAC staff collaborated with
BizLaunch—AED’s small business assistance
network—to organize a workshop for businesses
entitled “Uncovering BRAC-Related Business
Opportunities.” Attendees—who represented a
wide variety of industries and service lines as well
as small and large companies—received updates
on the status of the BRAC actions and learned ac-
tionable information about how to identify, pursue
and win contracts. BRAC-related business oppor-
tunities will continue to present themselves well
after the BRAC deadline as non-Defense federal
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agencies and private sector companies backfill the
office space vacated by DoD.

Impact Findings

The sheer complexity of the 2005 BRAC round
yields ongoing uncertainties surrounding imple-
mentation time lines for numerous BRAC ac-
tions across the country, even as the September
15, 2011 deadline rapidly approaches. Increases
in military construction costs, delays in final-
izing key recommendations, the co-dependency
of recommendations’ implementation on one an-
other, and legislative challenges to BRAC moves
are a few examples of the types of complications
surrounding the successful completion of the
BRAC actions.

The resulting ambiguity is particularly challeng-
ing for contractors, who often find themselves

in limbo when facing critical decisions about
business operations, facilities management and
workforce needs pertaining to their contracts
with BRAC-affected DoD clients and/or prime
contractors. To date, many defense contrac-

tors in Arlington are still unable to quantify the
BRAC impact on their operations because of
the aforementioned uncertainties surrounding
the implementation of the BRAC actions. As
one example, a small, woman-owned contractor
with offices in Crystal City is still waiting for
their Navy client to decide if the company will
be required to maintain a facility or presence
outside the gates of the Washington Navy Yard.
Another Arlington-based contractor is unsure of
how many employees will be required to relocate
outside the gates of Ft. Meade to follow its work
with DISA.

Just as the implementation of each individual
BRAC action is dependent upon numerous
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variables, the nature of the BRAC impact on
individual government contractors varies signifi-
cantly. 78 contractors ultimately responded to
AED’s outreach requests to provide information
for this report. Of the 78 respondents, 30 percent
(24 contractors) indicated that BRAC impacts
their operations, workforces or facilities as
related to their DoD contracts and in some cases
BRAC impacts all three. The BRAC impact to
each of the affected contractors was classified as
either “minor” or “major.” Companies facing a
“major” BRAC impact plan to relocate or elimi-
nate at least 20 percent of their Arlington-based
positions and/or close their Arlington offices.
Companies facing a “minor” BRAC impact will
relocate or eliminate less than 20 percent of their
Arlington-based workforce and/or reduce—but
not eliminate—their presence in the County.

DecemBER 2010

Because the individual BRAC impact on defense
contractors is intrinsically unique, it is nearly im-
possible to accurately estimate the total number
of contractor jobs affected by BRAC. That said,
29 percent of the Arlington-based jobs at the
companies who indicated they are impacted by
BRAC will be relocated or eliminated as a direct
result of the BRAC actions; this represents some
six percent of all jobs in the 78 sample firms.

Major Impacts:

Of the 24 BRAC impacted contractors, nine (38%)
will face a major impact. Seven of the nine contrac-
tors facing a major impact (78%) plan to close and/
or relocate their Arlington location as a result of
BRAC. These office closures/relocations consist of
approximately 300 BRAC-impacted positions and
a total of 672 Arlington-based positions (45%).

Table 1: Defense Contractors in Arlington Facing a Major BRAC Impact

Arlington-based BRAC Impact
Relocation Sites
Company DoD Clients for DoD Client(s) Office Impact #BIP TPA %BIP  Positions Impact
Company A Army National Guard,  Ft.Belvoir, ANGRC Relocate 12 55 22% Relocate
Army (various)
Company B MDA Redstone None 60 180 33% Relocate
Company C DISA Ft. Meade Relocate 50 140 36% Relocate
Company D MDA Redstone None 31 31 100% Downsize
Company E Navy (various) TBD Relocate 21 21 100% Relocate
Company F DIA, DISA, MDA Ft. Meade, Redstone Relocate 45 45 100% Relocate
Company G MDA Redstone Reduce 45 150 30% Relocate
Company H MDA Redstone Close 21 21 100% Downsize
Company | MDA Ft. Belvoir Close 15 29 52% Relocate
Company J Undisclosed Various Close 17 17 100%* Relocating

#BIP = Number of BRAC-impacted positions

TPA = Total Arlington-based positions

%BIP = Percentage of BRAC-impacted Arlington-based positions

Close = close Arlington office and open a new office outside a military installation

Relocate = close Arlington office and relocate staff to existing office space on or outside of a military installation
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Table 2: Defense Contractors in Arlington Facing a Minor BRAC Impact

Arlington-based BRAC Impact
Relocation Sites

Company DoD Clients for DoD Client(s) Office Impact #BIP TPA %BIP  Positions Impact
Company K DISA Ft. Meade None 5 86 6% Relocating
Company L MDA, OSD Belvoir, Redstone None 10 100 10% Relocating
Company M MDA Redstone None 12 250 5% Relocating
Company N None n/a None 0 0 0% None
Company O Office of Special Andrews AFB u/a u/a u/a u/a u/a

Investigation (Air Force)
Company P MDA Redstone None 6 65 9% Downsizing
Company Q NCIS, Army Criminal Quantico 8" 40 - Relocating

Investigation Command
Company R MDA Redstone None 2 49 4% Relocating
Company S OSD, DISA Ft. Meade None 2 20 10% Relocating
Company T MDA Ft. Belvoir Reduce u/a u/a u/a Downsizing
Company U MDA Redstone, Ft. Belvoir None 10 200 5% Downsizing
Company V WHS Mark Center None 6 35 17% Relocating
Company W MDA Redstone None 3 50 6% Relocating

#BIP = Number of BRAC-impacted positions

TPA = Total Arlington-based positions

%BIP = Percentage of BRAC-impacted Arlington-based positions
u/a = unavailable

* Company Q stated their office closure and relocation of jobs is only partially due to BRAC. Declining sales of their services to DoD and a shift to focusing on sales to the

private sector were the impetus for their move.

Minor Impacts:

Of the 24 BRAC impacted contractors, 14 (58%)
will face a minor impact. Two of these 14 im-
pacted contractors (14%) will reduce their office
space in Arlington as a result of BRAC. Nine

of the 14 contractors (64%) will relocate a total
of 57 Arlington-based jobs on or near military
installations as a result of BRAC and eliminate
16 positions. These job relocations and elimina-
tions consist of approximately 73 BRAC-impact-
ed positions out of a total of 627 Arlington-based
positions (11%).

The following additional findings are based upon
data collected from the 78 respondents:

Small and medium sized contractors are

more likely to be BRAC-impacted than

large contractors.

In general, large defense contractors of the scale of
Boeing and Lockheed Martin are less affected by
the BRAC actions than small and medium sized
contractors. Nearly 78 percent (seven out of nine
major impacts) of respondents who indicated a
major BRAC impact are small and medium sized
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companies. Large contractors’ diverse portfolios

of federal clients, extensive network of satellite
offices near military installations, and close rela-
tionships to DoD agencies permit greater flexibility
in adjusting business operations to meet contractual
requirements established by their BRAC-impacted

DoD clients. Small and medium sized contractors’
decisions about facility and workforce relocations
have a much greater relative impact on their overall
operations. Small contractors are more likely to

be subcontractors to and thus have little influ-

ence when negotiating contract requirements with
realigned Defense Agencies. Furthermore, they’re
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often more fiscally reliant upon their contracts with
BRAC-impacted DoD clients than larger contrac-
tors. For many small contractors, the decision to
open an office outside the gate of a military instal-
lation necessitates the closure of their Arlington
offices. Large contractors are more agile in this
regard; they have the ability to expand, open new
facilities, and reassign employees as needed.

Contractors providing staff support are more
likely to follow their BRAC’d DoD clients than
contractors providing performance work.

The nature of the work performed by Defense con-
tractors plays a large role in their decisions whether

—

Developer COPT hopes the expansion of its National Business Park in Maryland will attract contractors relocating

outside the gates of Ft. Meade
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or not to relocate facilities and employees. Contrac-
tors providing “staff support”'’ to BRAC’d DoD
clients are more likely to either relocate on base or
maintain locations “at, but not on, base” (within

a specified mileage or driving time of the base’s
gates). Staff support contractors usually operate in
or near the agency’s office and are often embedded
within the DoD agencies. Commonly referred to

as “SETAs” (Systems Engineering and Technical
Assistance workers), staff support contractors often
work side by side with DoD civilian employees

to perform vital agency functions and mission

Table 3: Number of Contractor Respondents Impacted by BRAC (by client agency)

DecemBER 2010

contracts represent a significant portion of their
overall revenues.

The majority of BRAC-impacted companies in
Arlington support the Missile Defense Agency.
By and large the majority of BRAC impacted
companies in Arlington—both major and mi-
nor—provide services to the Missile Defense
Agency (MDA). 13 of the 24 BRAC impacted
companies (54%) support an MDA activity that
is relocating due to BRAC; six of the nine (67%)
contractors facing major impacts and seven of the
13 (54%) companies
facing minor impacts
work with MDA. MDA

BRAC-Impacted Agency Major Impacts  Minor Impacts | Total Impacts will relocate the major-

Missile Defense Agency (MDA) 6 7 13 ity of its operations to

Defense Information Systems Agency (DISA) 2 2 4 Redstone Arsenal in

Office of the Secretary of Defense (OSD) 2 2 Huntsville, Alabama

Air Force (Office of Special Investigation) 1 1 with select activities

Army (various) 1 . L slated for Fort Belvoir.

Army National Guard 1 - 1 .

Defonse el A o 1 ; According to several re-
efense Intelligence Agency -

Naval Criminal Investigative Services (NCIS) 1 1 spondents, MDA seems

, to have used BRAC
Navy (various) 1 - 1
Washington Headquarters Service (WHS) 1 1 as a catalyst to both

critical work. Companies providing “performance
work”!'—which involves specific deliverables such
as hours of a certain service provided or quantity of
products supplied—are less likely to be required to
locate outside the gates of the military installations
since they are often able to perform their functions
at their facilities. Ultimately, the requirement to
relocate on or outside the gate varies significantly
from contract to contract and agency to agency.
Contractors with strong linkages to BRAC-impact-
ed agencies are more likely to relocate regardless
of the nature of work performed, especially if their

reorganize the agency’s
organizational structure
and shed contractor support by converting jobs to
civil service positions. After passage of the 2008
National Defense Authorization Act, MDA began
re-competing the agency’s entire support contractor
base. The subsequent insourcing of MDA positions
has resulted in the elimination of several thousand
contractor jobs. MDA’s reorganization and insourc-
ing activities resulted in the loss of two Arlington-
based companies’ contracts and the subsequent
need to eliminate dozens of associated positions.

A business development specialist from one of

the two companies remarked that “every company

10 “Staff Support” contracts provide a specific type of support (engineering, clerical, accounting, etc.) to a DoD agency, usually on or
near the agency’s office. The contractor provides brain power instead of performing to a specific set of requirements. Staff sup-

port contracts are usually tied to a specific number of hours per person over a set time period.
1 “Performance work” contracts are supported by a Performance Work Statement that details specific work deliverables.
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we’ve ever partnered with for MDA work and for
that matter every company [ know that supports
MDA has been affected by MDA insourcing.”

Contractors supporting DISA and MDA are
more likely to relocate outside the gates of mili-
tary installations than contractors supporting
other BRAC-impacted agencies.

Six of the 24 (25%) contractors surveyed will close
or relocate their Arlington offices as a direct result
of BRAC. Of these contractors, the vast major-

ity of the relocating contractor positions will be
outside the gates of Redstone Arsenal in Huntsville,
Alabama (to follow MDA), Fort Belvoir in Fairfax,
Virginia (to follow MDA and Army agencies) or
Fort Meade in Anne Arundel, Maryland (to follow
DISA and DIA). Contractors with existing offices
outside the gates of receiving installations (prior to
BRAC) are less likely to relocate from Arlington
or have a significant workforce impact.
Many impacted contractors will maintain
a presence in Arlington because of their
desire to be close to the Pentagon and key
decision makers in the federal government.
Contractors with multiple federal clients
(especially those with both defense and
non-defense clients) are more likely to
maintain a presence in Arlington than con-
tractors supporting only one or two agen-
cies, especially if they are DoD agencies.

BRAC-related workforce impacts are
intrinsically unique to each contractor.
Many contractors supporting BRAC-
impacted DoD agencies and activities will
have to relocate, and either hire or elimi-
nate workers. In some instances, contractors have
to do all three. In other instances, the nature of the
contract allows workers to perform their functions
remotely (as mentioned above). Several contractors
that are relocating positions to receiving installa-
tions expressed a desire to work with employees to
staff them on different projects if they are unable or
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unwilling to follow their jobs. However, other con-
tractors have eliminated employees due to the loss
or relocation of BRAC-impacted contracts. The
BRAC Transition Center in Crystal City continues
to support laid-off contractors seeking new jobs,
some of whom have reported being let go with little
or no advance notice.

Although some impacted contractors are shedding
jobs, others are increasing overall employment
numbers and/or able to retain employees whose
positions are impacted because of growth associ-
ated with non-DoD contracts. One Arlington-based
defense contractor, who has approximately 45
BRAC-impacted positions, is working diligently
to bid their BRAC-impacted employees on new
projects in the Arlington area. With their recent
MDA contract award for professional, administra-
tive and management support services, they hope

Many defense contractors will maintain a presence in Arlington to
stay close to key decision makers in the Pentagon

to assign BRAC impacted employees to new roles
in the Washington, D.C. area in order to retain their
knowledge and skills. The contractor describes the
process as a “one on one” interaction with impact-
ed employees who aren’t able or willing to relocate
to Huntsville, Alabama with their other Redstone
Arsenal-bound MDA work. Numerous government
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contractors have contacted the BRAC Transition
Center to share their job openings in hopes of ac-
cessing the skills, experience and security clear-
ances common among Center clients.

Federal insourcing affects DoD contractors
nearly as much as BRAC.

Though not directly related to BRAC, federal
insourcing is another recent measure implemented
by DoD to improve efficiency and reduce costs.
Several surveyed contractors noted the acute im-
pact of federal insourcing to their workforces and
operations. In January 2008, Congress included
insourcing in the National Defense Authoriza-
tion Act to reduce costs, increase efficiency and
reclaim positions associated with “inherently gov-
ernmental” functions. DoD expects to create about
17,000 new positions this year to do work now
being done by contractors, such as acquisitions,
logistics, engineering, program management,
security and financial management.'> Defense
Secretary Robert Gates hopes to convert as many
as 41,000 contractor jobs to federal positions by
2015. Many of those are expected to be in the
acquisition and information technology fields. The
Army alone plans to move more than 4,000 jobs
currently performed by contractors in house as
part of a larger effort to augment its acquisitions
workforce.”* This year, both the Senate and the
House of Representatives are addressing issues
around insourcing in their respective versions of
the fiscal 2011 National Defense Authorization
Act, which if approved, would bring additional
contractor jobs back in-house.

The creation of new civilian Defense jobs neces-
sitates elimination of contractor positions that
currently support the functions performed in these
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roles. Since the 2008 passing of the National
Defense Authorization Act, DoD has eliminated
thousands of contractor jobs. The loss of contrac-
tor positions equate to decreased revenue and often
reduced workforces for companies. At times, such
as observed with MDA, entire contracts have been
insourced or eliminated. For one Arlington-based
contractor, the concurrent impacts of BRAC and
federal insourcing are a severe blow to its busi-
ness operations. Last year, nearly 40 percent of
their workforce was lost to federal government
insourcing. Similarly, a second contractor lost 20
employees to DISA, who hired them as civilian
DoD employees. As when facing BRAC impacts,
small companies and subcontractors who lose
contract work to federal insourcing often have to
make extreme adjustments to their operations and
workforces. A third contractor had 143 employees
in March 2009; by April 2010 they had lost 49
employees to federal insourcing and ultimately
decided to close their two Arlington offices and
reconsolidate in Stafford County.

Next Steps

In a July 21% letter to various Congressional Com-
mittees, the Government Accountability Office
estimated that half of the 800 locations imple-
menting BRAC recommendations will complete
their actions in 2011, with about 30 percent of
them doing so in the final two weeks before

the September 15 deadline.”'* Serious doubts
remain about several agencies’ ability to relocate
to receiving military installations by the BRAC
deadline. Although DoD has made significant
progress, it continues a variety of implementa-
tion challenges. In its letter GAO notes that many
receiving installations are currently scheduled to

12 FederalTimes.com, Contractors: Quotas drive insourcing at Defense, May 2010
¥ Capital Business Journal, Army to insource more than 4,000 acquisition jobs, Sep 2010
* GovernmentExecutive.com, Defense races the clock on 2005 BRAC implementation, July 2010
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complete their actions within weeks of the BRAC
deadline, “leaving little or no margin for slippage
to finish constructing buildings and to move or
hire the needed personnel.”

Whether or not the 2005 BRAC actions are com-
pleted by the federally mandated deadline, gov-
ernment contractors in Arlington will continue to
feel the impact of BRAC on their business opera-
tions for years to come. In an effort to support the
federal contracting business community, Arlington
Economic Development will continue its BRAC
outreach to businesses by implementing the fol-
lowing impact mitigation strategies:
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. Maintain contact with military personnel at

receiving installations in order to stay up to
date on the timeline of the BRAC moves.

. Collaborate with the General Services Ad-

ministration to monitor the status of BRAC-
impacted space in Arlington.

. Share BRAC-related business development

opportunities with Arlington-based contractors.

. Continue business retention visits to govern-

ment contractors with a presence in Arlington.

. Connect with government contractors by

participating in regional forums, BRAC events,
networking sessions,

. Implement a business attraction program to

help backfill commercial office space vacated by
BRAC-impacted DoD agencies.

This report was prepared by Adam Beebe of Arlington Economic Development



