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HEARI NG TO RECEI VE TESTI MONY ON DEPARTMENT OF DEFENSE SMALL

BUSI NESS TOOLS FOR ENHANCI NG THE | NDUSTRI AL BASE

Wednesday, March 22, 2023

U S. Senate

Subcomm ttee on Readi ness and
Managenent Support

Conmittee on Arnmed Services

Washi ngton, D.C.

The subconm ttee net, pursuant to notice, at 2:31 p.m
I n Room SR-222, Russell Senate O fice Building, Hon. Mazie
D. Hirono, chairwonan of the subcomm ttee, presiding.
Subcomm ttee Menbers Present: Senators Hirono
[ presiding], Blunenthal, Kaine, Sullivan, Fischer,

Tuberville, and Ml lin.
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OPENI NG STATEMENT OF HON. MAZIE D. H RONO, U.S.
SENATOR FROM HAWAI

Senator H rono: The Subcomm ttee on Readi ness wl|
come to order. Welcone, everyone. Good afternoon, or as we
say in Hawaii, al oha everyone.

The subconmittee neets today to consider testinony on
the Smal | Busi ness Prograns of the Departnent of Defense and
the mlitary departnents.

Qur wi tnesses today include M. Farooq Mtha. Am]
pronounci ng your nane correctly?

M. Mtha: Yes.

Senator Hrono: Sorry. You are over there.

M. Mtha: Yes.

Senator Hrono: M. Mtha, the director, Ofice of
Smal | Business Prograns in the DOD; Ms. Kinberly Buehler,
director, Arny Ofice of Small Business Progranms; M. Jimy
Smth, director, Navy O fice Small Business Prograns, and
M. Scott Kiser, director, Air Force Small Business
Pr ogr ans.

As chair of the subcommttee | am focused on ensuring
that our service nenbers and the large mlitary conmunity
have the support they need to defend our nation and that
means nodernizing our mlitary infrastructure to neet the
needs of the 21st century and preparing the services to neet

t he chal | enges posed by clinmate change.
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It al so neans ensuring our Defense Industrial Base is
ready and able to neet future demands, which is why today's
hearing is so inportant.

| thank the witnesses for your willingness to share
your insights with the subcommttee and for your work to
support and strengthen our mlitary.

Col l ectively, you all bring many decades of experience
supporting small busi nesses and that expertise is critical
as we consider ways our commttee can help you as well as
our service nenbers in carrying out our shared m ssion of
ensuring our national security.

| hope you will also be able to highlight the vital
wor k smal | busi nesses as well as approaches your
organi zati ons have taken to hel p successfully transition
product into the hands of our service nenbers.

We al so wel conme your insight into how we can best help
transition conpani es beyond their small business status. W
all recognize the critical role that snmall businesses play
i n our econony and especially in our Defense Industrial Base
ecosystem

Smal | businesses play a vital role in spurring the kind
of innovation necessary for our mlitary to remain
conpetitive and neet the challenges of the 21st century.

As noted by the recently released DOD Smal | Busi ness

Strategy, in fiscal year 2021 snmall businesses nunerically
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made up 73 percent of all conpanies that did business with
the DOD. Additionally, small businesses conprise 77 percent
of the research and devel opnent conpani es that did business
with the DOD

As | nentioned, especially at a tinme when being
creative is -- and innovative is inportant this is a really
| nportant nunber, 77 percent.

However, in the past decade the nunber of snall
busi nesses participating in the Defense Industrial Base
declined by over 40 percent. That is a significant drop in
t he nunber of small businesses doing work with the DCD

That is a puzzling and just concerning trend and | hope
that our witnesses will be able to shed sone |ight on what
you see as the dynam cs causing this trend as well as sone
of the actions the departnent can take to inprove the
situati on.

And this trend begs a nunber of questions related to
our approach to small businesses including how good are our
data and matrix in tracking the success or failure of these
smal | businesses in the Defense Industrial Base, especially
as they try to contribute to | arger conpetitiveness goal s of
t he departnents?

Do we have the neans to support these businesses while
they are small and also to help themtransition to grow into

medi um and | arge busi nesses?
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How coul d we inprove the strategi c approach to using
and fostering our small businesses to contribute to national
security m ssions?

In Hawai i, we know firsthand the inportance of snal
busi nesses to the success of our armed forces and vice
versa, businesses |ike RevaComm a software conpany based in
Honol ul u. They denonstrate the inportance of this
rel ati onship between DOD and smal | busi nesses.

Since 2019 this conpany has doubled its revenue,
created 120 jobs, and expanded its presence to nore than 25
states. |Its success would not have been possible w thout
support fromthe DOD, which included $59 million in grants
fromthe Ar Force.

Thank you again to our witnesses. | |look forward to
our testinonies, and now!l would like to recogni ze ny

friend, Ranking Menber Senator Sullivan.
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STATEMENT OF HON. DAN SULLI VAN, U.S. SENATOR FROM

ALASKA

Senator Sullivan: Thank you, Madam Chair, and |I am
honored to be the ranki ng nenber on the Readi ness
Subcommi tt ee.

This is the first anong equals of the subcomrttees.
Do not tell any of the other subcomm ttees about that, but
it is true, and | look forward to a robust set of hearings.
| amgoing to just nmake a statenent here, nore broadly.

Last Congress, we held one hearing in this subcommttee
in two years.

Senator Hrono: And it was jointly wiwth nmy commttee.

Senator Sullivan: One hearing. Gkay. No offense, but
that is ridicul ous.

We shoul d be holding at | east two hearings a nonth on
readi ness. There is nothing nore inportant than the
readi ness of the U S mlitary in this tinme of great power
conpetition, the new era of authoritarian aggression, to
have the nost lethal mlitary that can be ready to win wars
and fight tonight, right now

So | sure hope and you have ny commtnent we will do
three hearings a nonth if you want. But one hearing in two
years was an abdication of responsibility and we should
never do that again on the Readi ness Subcomrittee. That is

just ny opening statenent on that.
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Two to three hearings a nonth. | amready to ready to
do it. Nothing nore inportant than readi ness of our
mlitary and it is not really ready right now, in ny view

So | want to thank the witnesses as well. In January
of this year, as the chair nentioned, DOD updated their
smal | busi ness strategy.

We actually legislated on this issue in fiscal year
2019 in the 2019 NDAA and the whol e purpose was to have
Congress direct opportunities for our small businesses to
support m ssion execution and the readi ness of our forces
and we had hoped that a unified small business strategy
across the departnent woul d expand smal |l busi ness engagenent
and opportunities across our econony.

Unfortunately, as the chair nentioned, there has
actually been a very significant decline of small business
vendors contracting with the departnent. So the trends are
goi ng the wrong way.

| believe that when small business opportunities are in
decline it stifles opportunity, innovation, and can lead to
i ncreased acqui sition costs.

One area in particular that | would like to explore
that | think matters to many of our community, certainly ny
state of Alaska, | think, the chair's state -- great state
of Hawaii as well -- is the opportunities with native

contractors.
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| have been a strong advocate of the native 8-A
governnment contracting program and one of the reasons is it
is areally good match. | like to say the Al aska native
community, |ike |ower 48 Indian conmunities and native
Hawai i ans, have what | |like to refer to as speci al
patriotism-- special patriotism

They serve at higher rates in the U S mlitary than
any other ethnic group in the country, year after year,
generation after generation, even when their country has not
al ways treated themso well.

So that kind of special patriotismlends itself to
strong support wth regard to 8-A opportunities and | think
it is another area that can be a critical win-win for those
communi ties, our states, our small businesses, and the
Depart ment of Defense.

But | hear from many of our small businesses in Al aska
about the difficult tinme they experienced just being able to
get their foot in the door of DOD because it is such a big
bur eaucracy, conplicated place to do busi ness, and once they
get their foot in the door sonetines it is difficult to
mai ntai n the connecti on.

As we all know, small businesses oftentinmes do not have
the resources to do departnment w de requirenents on issues
| i ke cybersecurity, in acquisition reform and they

oftenti mes do not have the extra bandwi dth to becone experts
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in certain areas that are required in their relationship
W th the departnent.

So what we want to be able to get fromthis hearing and
what | do, certainly, is how we can inprove that process,
expandi ng readi ness, expanding the ability of Anmerican
i nnovators who m ght not be the giant mlitary contractors
but can disrupt and create opportunities for our mlitary
for advanci ng technol ogy and for the workers of Anerica.

W all want to participate in that. W all support our
mlitary and having small businesses be a part of that, |
think, is a critical function of the departnent.

So thank you again, Madam Chair. | look forward to
wor ki ng wi th you on nunerous, numerous hearings on readi ness
in the next two years and | appreciate your | eadership on
this issue.

Senator H rono: Thank you very nuch. | |ook forward
to working with you al so.

W wll start with M. Mtha.
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10

STATEMENT OF FAROOQ A. M THA, DI RECTOR, OFFI CE OF
SMALL BUSI NESS PROGRAMS, DEPARTMENT OF DEFENSE

M. Mtha: Chairperson Hirono, Ranking Menber
Sul l'ivan, and distingui shed nenbers of the subcommittee,
good afternoon. Thank you for the opportunity to testify
today on small business tools within the Departnent of
Def ense to enhance the industrial base.

My nane is Farooq Mtha and | amthe director of the
Departnent of Defense O fice of Small Business Progranms. |
report to the Assistant Secretary of Defense for industrial
base policy within the under secretary's office for
acqui sition and sustai nnent.

Today | wll discuss tools used to increase snall
busi ness participation, address snmall business barriers, and
the departnent's recently released Smal |l Business Strategy.

Smal | busi nesses make up 99 percent of all businesses
in the United States and are a critical contributor to our
national security. Last fiscal year, the departnent spent
$85.2 billion on small business prinme contracts and nearly
25 percent of the departnent's prine contracts go to snal
busi nesses.

Addi tionally, the departnent exceeded its goals for
smal | di sadvant aged busi nesses and servi ce-di sabl ed vet er an-
owned smal | busi nesses.

Despite their i nmense val ue, the nunber of small
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busi nesses in the Defense Industrial Base has declined over
the | ast decade. This is an econom c and national security
risk for our nation. W risk losing mssion critical

donmestic capabilities, innovation, and strong supply chai ns.

To respond to this the departnent is working to
strengt hen our small business supply chains, increase
conpetition, and attract new entrants. | want to
specifically highlight a few prograns at the departnent that
support enhanci ng small business participation.

These prograns include the Mentor-Protege program the
APEX Accel erators, the Rapid | nnovation Fund, and the Indian
| ncentive Program

The Mentor - Protege program enabl es experi enced
conpani es to provi de busi ness and devel opnental assi stance
to protege firns. The proteges are snmall busi nesses from
soci 0 econonic categories or new entrants, and the
ment orshi p enabl es proteges to becone suppliers as prine and
subcontractors to the departnent and other federal agencies.

Today, current and previous proteges contribute nore than
$5 billion of work on contracts each year on average.

Anot her key enabl er for small businesses is our APEX
Accel erators. The departnent funds 96 APEX Accel erators
across the country that assist small businesses by hel ping
them | earn how to do business wth the governnent.

These Accel erators were previously called Procurenent
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Techni cal Assi stance Centers, or PTACs. After the PTACs
noved to ny office late | ast year we rebranded them as our
APEX Accel erators and the departnent is expandi ng the
services they give to small businesses such as training them
on cybersecurity requirenents and | everagi ng them for better
mar ket research.

I would also like to nention the Rapid |Innovation Fund
and the Indian Incentive Program The Rapid Innovation Fund
I's designed to support small busi nesses and novi ng
technol ogi es from prototype to production while the Indian
I ncentive Program provides a 5 percent rebate to a prine
contractor on the total anmount subcontracted to Native
Ameri can- owned busi nesses.

As you nentioned, in January, the Departnent rel eased
our new Smal |l Business Strategy and the goal of the strategy
is to ensure small busi nesses entering the defense
mar ket pl ace understand the contracting opportunities,
resources available to them and where to get support.

The strategy calls for the establishnent of a snall
busi ness integration group across the departnent
i npl enenting a common training curriculumfor our snall
busi ness professionals in the acquisition workforce and
streanm ining points of entry into the defense narketpl ace.

As part of the strategy we are also ensuring |ong-term

pl anni ng and organi zational alignnment for prograns that

12
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drive the small busi ness ecosystem and providing tools to
t he acqui sition workforce such as a robust set of market
intelligence tools that can help the efficiency of nmarket
research and close equity gaps in the nation's supply
chai ns.

Lastly, as a part of our new strategy the departnent
will provide nore tools to ease their entry into the defense
mar ket pl ace. An exanple is hel ping small businesses
navi gate issues that threaten their security.

Mai nt ai ni ng cybersecurity readiness and nmitigating the
ri sks posed by foreign ownership control and influence, or
FOCl, are arguably the nost pressing issues faced by snmall
busi nesses. Qur adversaries routinely target snal
busi nesses, thus building effective cybersecurity resilience
into the Defense Industrial Base for small businesses is a
critical national security priority.

To bol ster those efforts the departnent provides
resources to small businesses on the Project Spectrum
platform Project Spectrum provides conpanies with the
knowl edge and tools necessary to protect our nation's nobst
critical assets in cyberspace.

The goal is to provide supply chain visibility and
assurance of standards, conpliance while delivering the
I ndustrial cybersecurity tools and techni ques that small

busi nesses need.

13
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The departnment is going to expand this risk platformto
al so include training and tools on due diligence in FOCI
that will help small businesses understand and mtigate the
ri sks on those matters as well.

| amgrateful to the panel for giving ne the
opportunity to speak today. The departnent | ooks forward to
| npl enmenting the Small Business Strategy to continue this
i nportant work that is vital to our national security.

| ook forward to answering any questions that you nay
have.

[ The prepared statenment of M. Mtha follows:]

14
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Senat or Sul livan:

[ Presiding.]

15

You see | am so

noti vated on the Readi ness Subcomm ttee | have taken over

t he chai rmanshi p here.
[ Laughter. ]
Senat or Sul livan:

had to step out.

So, Ms. Buehl er,

TP One

No, | am just kidding. The chair

Scheduling@TP.One
www.TP.One

can you -- your testinony, please?
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STATEMENT OF KI MBERLY D. BUEHLER, DI RECTOR, ARW
OFFI CE OF SMALL BUSI NESS PROGRAMS, OFFI CE OF THE SECRETARY
CF THE ARWY

Ms. Buehler: Yes. Chairperson H rono, Ranking Menber
Sul | i van, and distingui shed nenbers of the subcommttee, on
behal f of the Arny senior |eaders, thank you for the
opportunity to appear before you today and discuss the
Arny's Smal |l Busi ness Program

As the daughter of a small business owner, | understand
that smal| busi nesses nust be passionate, commtted,
resilient, and willing to work nore hours than it seens are
even in a day in order to be successful.

The smal |l busi ness entrepreneurs | neet while executing
ny duties as the Arny's Snmall Business director denonstrate
all of these qualities and are fueled by the passion to help
the Army fulfill its mssion to deploy, fight, and wi n our
nation's wars as part of the joint force.

These smal | businesses are key to executing the
Nati onal Defense Strategy and building the Army of 2030.
They are engines of innovation that fill know edge and
capability gaps, help us maintain readi ness, and maintain
noderni zation -- | amsorry, naval nodernization.

In fiscal year 2022 the Arny awarded over $24.5 billion
to small busi nesses owned by di sadvant aged entrepreneurs,

i ncl udi ng wonen, veterans, and those living and working in
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hi storically underutilized business zones.

This equated to over 25 percent of all prinme contracts.
We exceeded the enhance small di sadvant aged busi ness goal
by 14.75 percent, which includes award of the $1.7 billion
contract to iHealth Labs, a snall disadvantaged busi ness who
delivered the rapid antigen test kits for COVI D 19
di stributed through the United States Postal Service.

These achi evenents are consistent with the Arny's | ong
hi story as being a | eader for small business achi evenents in
t he Departnent of Defense and across the federal governnent.

The Arny is conmtted to ensuring snmall businesses have
maxi mum opportunity to performon contracts at both the
prime and subcontract |evels.

In fiscal year '22 we depl oyed innovations and issued
policy and gui dance to increase opportunity, reduce barriers
to entry, and inprove the professionalismof the snall
busi ness wor kf or ce.

For exanple, in April '22 the Secretary of the Arny
I ssued Arnmy wi de gui dance for the Small Business Prograns,
which was the first in over a decade. The under secretary
of the Arny launched a series of five initiatives to help
smal | busi nesses better coll aborate with defense prine
| nt egrat ors.

These pilot prograns will encourage partnerships, open

supply chains, and drive accel erated adopti on of technol ogy

17
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cultivated through Arnmy and DOD i nvest nments.

The Smal | Busi ness | nnovation Research program or
SBIR, continues to be a critical enabler of Arny
noder ni zati on and we appreci ate Congress' reauthorization of
t he program

In fiscal year '22 the Arny established a contracting
Center of Excellence to innovate how we award SBI R Phase |
and Phase |l contracts. Average tine to award is now up to
75 percent faster.

Based on stakehol der feedback and the reauthorization,
the programcontinues to refine its strategic approach to
I ntegrating nontraditional innovators into the Arny
ecosystem and i ncreasi ng Phase |11 awards.

In fiscal year '22 the Arny executed a total of 153
Phase Ill awards, totaling nore than $318 nmillion to 100
unique firnms across 26 states. Oher notable actions in
fiscal year '22 that target small business opportunity
I nclude the refresh of the Myth Busters canpaign to provide
strategies that help acquisition professionals inprove
i ndustry commruni cati on.

W have reinstituted goals for procurenents val ued | ess
than a sinplified acquisition threshold of $250, 000, conduct
regul ar reporting to the heads of the contracting activity
to i nprove subcontract reporting, publish biannual forecasts

of small business opportunities, and we published the first

18
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Snmal | Busi ness Prof essi onal

hi story.

Finally, the Arny stands ready to work with the

Departnment of Defense to inplenent the recently updated

Smal | Business Strategy and we wil |

updated strategy this fiscal year.

publish the Arny's

I would like to thank Congress for supporting our

soldiers, our civilians, and the Small

Wor ki ng toget her,

we can continue to ensure we provide

19

Tal ent Managenent guide in Arny

Busi ness Prograns.

maxi mum contracting opportunity for the snmall business

entrepreneurs that drive our econony and deliver capability

to our sol diers.

| ook forward to addressing your questions this

af t er noon.

[ The prepared statenment of Ms. Buehler follows:]

TP One
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Senator Sullivan: Geat. Thank you,

And, M. Smth,

TP One

the floor is yours.

Scheduling@TP.One
www.TP.One

Ms. Buehl er.
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STATEMENT OF JI MW D. SM TH, DI RECTOR, OFFI CE OF SMALL
BUSI NESS PROGRAMS, DEPARTMENT OF THE NAVY

M. Smth: Chair H rono, Ranking Menber Sullivan,
menbers of the subconmttee, it is an honor to appear before
you here today.

On behal f of the Secretary of the Navy, the Departnent
of the Navy | eadership, thank you for your continued support
to our sailors and Marines, civilian workforce, industry
partners, in particular, the small business conmunity.

A healthy small business industrial base will continue
to be vital to the long-term success and affordability of
the Departnent of the Navy as well as our national security.

I ncreasi ng opportunities for small businesses is a high
priority and focus for the Departnment of the Navy. The
Departnment of the Navy's senior |eaders nust ensure that
Navy and Marine Corps acquisition activities are aligned to
the Secretary of Defense three small business priorities,
whi ch are increasing the share of small business doll ars,
| owering barriers to entry, and increasing conpetition for
smal | businesses and traditionally underserved
ent r epreneurs.

In fiscal year '22 the Departnent of the Navy awarded
$94 billion in prime contract awards. Nearly 20 percent of
that went to small businesses that served as prine

contractors.

21
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22

This 20 percent equates to $18.4 billion awarded to
smal | businesses. It also represents an increase over the
fiscal year '21 nunber, which was $17.3 billion awarded to
smal | busi nesses.

In fiscal year '22 the Departnent of the Navy exceeded
its goals for wonen-owned, service-disabl ed veteran-owned,
hi storically underutilized business zones snall businesses.
The Departnent of the Navy increased its snmall di sadvant aged
busi ness targets significantly in fiscal year '22 in
response to President Biden's Executive Order 13985.

Qur proactive posturing resulted in the Departnent of
the Navy's four-year run of exceeding its goals in all four
soci 0 econom c categories to be broken by aggressively
targeting the 1 percent short for small, disadvantaged
busi nesses.

The Departnent of the Navy continues to blaze new
trails as the Secretary of the Navy continues to | ead from
the front. 1In addition to his regular neetings wth
i ndustry partners, he conducts snmall business roundtabl es
and he al so established and |l ed two snmall busi ness executive
offsites within the Departnent of the Navy.

These offsites require that the 10 commanders t hat
oversee our nmmjor buying conmands and the 18 program
executive officers reflect back on their small business

opportunities and perfornmance against their fiscal year '22
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smal | busi ness goals and then we spent tinme discussing the
fiscal year '23 small business execution plans.

Furt hernore, SecNav chall enged these senior |eaders to
di saggregate previously held |l arge and omi bus contracts to
afford smal | busi nesses the opportunity to conpete for prine
contracting opportunities.

Supporting this stance, the Secretary of the Navy then
tasked ny office, ny team wth creating a policy to
| everage OVMB's neno entitled "Advancing Equity in Snal
Busi ness” to strengthen accountability of the Departnent of
the Navy senior | eaders and neeting the goals established in
each soci o econom c category, thereby strengthening and
I ncreasing small business industrial capacity.

This direct conmunication with the Departnent of the
Navy senior | eaders and the accountability nmeasures effected
t hrough their performance plans has yiel ded unparall el ed
I ncreases in outreach efforts throughout the Departnent of
t he Navy.

My teamand | attribute the majority of the increase of
the smal |l business performance to SecNav's hands-on approach
to increasing small business and giving themthe opportunity
to provide warfighting capability to the Navy's m ssion.

In conclusion, the small businesses that are essenti al
to the healthy defense base we need you working on our

har dest problenms. You bring about innovation, you bring
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about capability and technol ogy, and we afford opportunities
to work with you. The departnent recognizes that there are
i ncredi bl e resources available for this adaptability. The
Departnent of the Navy is conmtted to these opportunities
and renoving barriers to doing business with us.

Thank you again for your |eadership of this commttee
and the oversight of interest in the Departnent of the Navy.
To ny Navy snall business team thank you for the
out st andi ng work you do in support of the Navy m ssion.

| ook forward to your questions.

[ The prepared statenment of M. Smith follows:]
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Senat or Hi rono:

M. Kiser?

TP One

[ Presiding.]
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STATEMENT OF SCOTT A. KI SER, DI RECTOR, Al R FORCE SMALL
BUSI NESS PROGRAMS, DEPARTMENT OF THE Al R FORCE

M. Kiser: Good afternoon, Chair Hi rono, Ranking
Menber Sullivan, and nmenbers of the subcomm tt ee.

My nane is Scott Kiser and | currently serve as the
director of Small Business Prograns for the Departnent of
the Air Force, covering both the United States Air Force and
the United States Space Force.

Thank you for the privilege to be sharing our
perspective on snmall business tools and for enhancing the
Def ense Industrial Base.

It is good to see that you, Madam Chair, and Senator
Shaheen and Duckworth al so serve on the Senate Committee on
Smal | Busi ness and Entrepreneurship.

We val ue your continued support for small business, for
our civilian enployees, and our unifornmed mlitary nmenbers
who serve as snmall busi ness professionals.

Qur fiscal year '22 small business participation record
Is strong. For the third year in a row the Departnent of
the Air Force exceeded all small business goals as well as
each of the subcategories, awarding a record 22.9 percent of
all eligible DAF contracts, representing $15.6 billion
direct to small business.

Smal | di sadvant aged busi nesses, SDBs, owned by

di sadvant aged i ndividuals -- Native Anerican tribes, Native

26
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Hawai i an or gani zati ons and Al askan Native corporations --
receive 10.12 percent. Goals for service-disabled veteran-
owned smal | busi ness, wonen-owned snmall busi nesses, and
historically underutilized business zone -- HUBZone -- snall
busi nesses were al so all exceeded.

This industrial base is broad fromR&D to construction
to information technol ogy to manufacturing. For exanple, an
ANC- owned snal | di sadvant aged busi ness was chosen as the
best value for aircraft logistics at the United States Air
Force Acadeny, a contract worth over $109 mllion.

Smal | busi nesses are known as the engi nes of
I nnovation. W agree. Last year we obligated 19.7 percent
of all eligible R&D contracts over $2.7 billion to small
firms. Spend under Snmall Business |Innovation Research --
SBIR -- and Smal| Busi ness Technol ogy Transfer -- STTR --
for technological feasibility, further research, and
prototypi ng reached just over $1 billion.

Qur technology transition is strong. |In fiscal year
'22 we awarded SIBR/ STTR Phase Il contracts with a ceiling
val ue of alnost $2 billion with nearly $1.8 billion awarded
to small firms.

Qur fiscal year '22 eligible Phase |1l contract
obligations reached $772 mllion fromunder $300 nmllion in
fiscal year '18. O those $772 mllion small firnms got $627

mllion. W made al nost half of DOD wi de Phase |11
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obl i gati ons.

The nost inportant tool on which these successes hinge
I's our small business professional workforce, which assists
small firms and advocates for the participation and
Il nnovations in the acquisition process.

| lead a snmall business community of 162 small business
subject matter experts, about half of which are dual hatted
in their responsibility and roles. Small business
prof essionals work hard. Last year's average was about 642
contracting action per SBP under purview, an increase from
625 the year prior.

To drive strategic inprovenents we organi zed smal |
busi ness professionals into what we call a DAF Snal |
Busi ness Board of Directors and enpl oyed the objectives and
key results managenent nodel from | eading private sector
or gani zati ons.

We used the OKR nodel to pursue broad lines of |ines of
effort under our BOD structure. The snmall business
prof essi onal s on each LCE team devel op the OKRs to support
that team s objectives.

OKRs address training and fill the workforce,
depl oynent of effective guidance for small business
contracting nethods, data, goaling netrics, inproved
outreach and reduction of entry barriers, and nai nstream ng

they used the SBIR/ STTR Phase Il in acquisition planning.
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Thanks to the OKRs our snall busi ness professionals
carried out a record nunber of outreach activities, |ast
year increasing 45.7 percent of audience over fiscal year
*21, both virtual and in-person audi ence nenbers.

We even sent our SBIR/ STTR expert to speak in Hawaii at
the governor's invitation |ast Cctober. The OKR
nmet hodol ogy- based policy changes have hel ped snmall busi ness
firms receive 78.2 percent of DAF' s sinplified acquisition
t hreshol d | evel spend.

Despite all our successes, we know snall business firns
continue to face chall enges doing business with the DAF and
the DOD in general. W take this seriously inplenenting the
new DOD Smal | Business Strategy. W have assigned the
strategy's 23 action itens into our BOD' s LCE teans and they
have worked it into that so we can track our progress on a
nont hly basi s.

We have provided the DOD O fice of Small Business
Prograns for appropriate action the DAF strategy resourcing
estimate, matching action itens to the existing or
addi ti onal personnel as approved by our under secretary with
t he concurrence of the chief and vice chief of both Ar
Force and Space Force.

Thank you again for this opportunity to testify and
share the small busi ness perspective. W |ook forward to

answering your questions.
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[ The prepared statenment of M. Kiser follows:]
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Senator H rono: Thank you very nmuch. | wll start
w th the questions.

First of all, let us get a definition of small business
fromyou, M. Mtha.

M. Mtha: Thank you for that question. So the small
busi ness depends on the NAICS codes that are established by
t he Departnent of Commerce -- the North Anmerican | ndustry
Cl assification Codes -- for each industry have size
standards that are issued by the SBA and those size
standards vary based on either average revenues or by
i ndi vi dual s.

For services type work it is generally an average of
about $16 million of average revenues and for manufacturing
it is an average about 500 enpl oyees. It depends on the
class -- it depends on the industry classification.

Senator H rono: Wen we tal k about the thousands of
smal | busi nesses that contract wth the DOD, though, are we
tal ki ng about busi nesses that have 500-pl us enpl oyees?

M. Mtha: Sone.

Senator Hirono: \What is the average? Because | would
like to get a picture of the kinds of businesses that you
all are contracting with and | take it you all use the sane
definition, even if they are different dependi ng what the
I ndustry or whatever the definitional basis is so you al

use the sane.
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So what are we tal king about? Really snmall businesses
| i ke a hundred? 1|s that an average kind of a snall
busi ness? O are we tal king about 5007

M. Mtha: | would say it depends. | do not have an
exact answer on the average. But | would say that for
prof essi onal service type work where we | ook at revenues it
is in that revenue range of probably $10 mllion dollars and
| ess in revenues in those types of conpanies, and for
manufacturers it is harder to tell, fromny view, but it
could be in that 500 range. Yes.

Senator Hirono: | would like to continue with you that
Is there is a drop in the nunber of small busi nesses now
participating in DOD contracts and this is for each of you.
What do you think is accounting for this drop and what
specifically are you doi ng?

You all cited a nunber of outreach kinds of prograns
that you are doing but what -- which of these prograns is
going to enable you to increase -- | take it that is a goa
-- increase the nunber of small businesses that are working
wi th each of you?

M. Mtha: So | can tell you a couple of things from

the OSD |l evel that we are doing. | think sonme of the policy
changes that we have enacted we hope will reverse that
decl i ne.

We sent out sone gui dance to our workforce based off of
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an OMB neno that will enable us to have nore set aside
conpetitions for small businesses in our socio economc
gr oups.

In ternms of category managenent type policies we have
deenphasi zed the use of best in class vehicles where we can
-- where we want to encourage our workforce -- we are
encour agi ng our workforce to use vehicles that have nore
smal | busi nesses on them and to have nore small busi ness set
asi des.

W are also -- we have al so sent out guidance to our
wor kf orce on decreasi ng the bundling and consolidation of
contracts and breaki ng out contracting opportunities where
we have bundl ed contracts for small businesses, and on the
outreach front we now have at the office of the Secretary of
Def ense | evel these 96 APEX Accel erators that | nentioned,
and we are really leveraging themto be our front door to
I ndustry and by themnoving -- they were previously at DLA
-- the Defense Logistics Agency.

Now they are in ny organi zati on where they can be nore
integrated into our broader industrial base activities. So

that outreach and training and support that we are going to

provi de hopefully will increase.
Senator Hrono: | want to give the other panelists a
chance.

So | take it all of you do have the goal of wanting to
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i ncrease the nunmber of small businesses that receive
contracts fromyou. So would you |ike to add sonethi ng, M.
Buehl er ?

Ms. Buehler: Yes, Senator.

So inthe Arny it really is about -- it is definitely
about opportunity. So we are working to nmake sure that
smal | busi nesses are aware of what opportunities are out
there early enough so we publish acquisition forecasts in
bot h January and June of each fiscal year.

That gives them the small businesses, the opportunity
to directly engage with the contracting and snall business
professionals to influence the acquisition strategy for
t hose procurenents.

W are -- reestablished sinplified acquisition
threshold goals. So in accordance with the federa
acqui sition regulations, all small biz -- all procurenents
val ued under $250,000 -- are supposed to be reserved for
smal | busi ness performance.

So, of course, there is reasons why that is not always
possi ble. But we are pushing our contracting officers and
requiring activities to expand those opportunities and make
sure that a higher percentage share does go to those
conpani es.

So that is a big push and we are -- we revised our

category managenent policy fromback in 2021 to make it nore
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smal | business friendly, and the Secretary of the Arny, when
she issued her neno to all Arny, not only hold senior

| eaders accountable for providing small business opportunity
but al so reinforces the inportance of our small business
wor kf orce being at the table early during market research
and acquisition planning to influence positive outcones for
smal | busi ness.

Senator Hrono: M. Smth?

M. Smith: 1In keeping with ny sister service here in
the Army, we are doing the exact sane thing. One of the
things that | would highlight in addition to what Navy's
doi ng, virtual engagenents.

Because of COVID things went down dramatically from our
ability to reach people in person. W have expanded our
social nedia footprint to areas that | never thought we
would go in order to use that nechanismto |et the public
know, let industry partners know, that we are open for
busi ness.

And if you | ook at our |ong-range acquisition forecast
you can see every single solicitation that we plan on
awar di ng across the Departnment of the Navy between now and
five and even six years off into the future.

So you can plan tactically, you can plan strategically
on opportunities that you want to i nvestigate and

potentially bid on froma Departnent of Navy standpoint.
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So providing transparency, providing outreach, going to
where people are in order for themto know that you are open
for business, that is where we are doing it in a magnificent
way .

Di saggregating contracts -- that is another great
opportunity where you take what used to be a very | arge
contract and you are breaking it into individual pieces so
the smal |l busi nesses can participate. That is what we are
doing and it is reaping significant results that we have
never across all of us have seen in the |ast six, seven,
ei ght years.

Senator H rono: Just because you break the | arge
contracts into smaller contracts does it not affect the
effectiveness or the -- what you are getting out of breaking
down the contract?

M. Smth: No, ma' am

So the first thing we have to do first is neet the
m ssion. W are not just here in the business of giving
contracts to people just to pass noney down the line. You
have to neet and support the mssion in every single one of
our cases, first and forenost.

Senator H rono: Thank you for that reassurance.

M. Kiser?

M. Kiser: Thank you, Madam Chair, for the question.

Simlar to the other services, but we also work in
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tandem For exanple, in ternms of those outreach we w ||

al so go to Navy. Departnent of the Air Force will represent
at the Navy CGold Coast outreach events, the AUSA outreach
events, because sonme of those small businesses may have been
focused on one mlitary service. So we do a |ot of cross
service opportunities for those small busi nesses.

Secondly, in terns of increasing sone of those
opportunities, even on |arge contracts we had a recent
effort where an enterprise wide contract on IT we used the
authorities within the GSA, which allows a contractor
t eam ng arrangenent where you m ght have a large lead but it
then brings in many small | T conpanies to get this.

The service gets the credit in terns of percentages and
dollars. However, what this gives a |ot of small businesses
an opportunity to work on a nmuch bigger contract than they
m ght otherwi se to continue their steps one by one further
up the | adder.

Senator H rono: Thank you. | have gone over so --

Senator Sullivan: GCkay. Thank you, Madam Chair.

Senator Hrono: -- Senator Sullivan, feel free to go
three m nutes over.

Senator Sullivan: Sure.

M. Mtha, | want to press -- | read your Hill op-ed
and | do want to press a little bit nore on the statenent

that you nade there about -- you kind of tal ked a | ot about
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the statistics. But then you said sounds |ike a great
success story. However, despite their imense val ue, the
nunber of small businesses in the U S. industrial base has
declined by 40 percent in the |ast decade.

Senator Hi rono kind of asked you why you think that
happened. You did not really get into it. Do you have
details of why you think that happened?

Because | think we -- a lot of the testinony here was
how great things are going. Forty percent decline is not
great. So what specifically do you think that is and then
how do we work to address it?

M. Mtha: | think there are several reasons. One
reason, | think, is the conplexity of doing business with
t he Departnent of Defense.

Senator Sullivan: Yeah. That is a huge issue, right,
and | think we all got to get our arnms around it. W all
got to recogni ze that the Pentagon is a giant bureaucracy
and it can just be exhausting for small businesses to break
t hrough and | think that is kind of the key m ssion of each
of the witnesses here, is it not?

M. Mtha: Yes.

Senator Sullivan: GCkay. Good. What else?

M. Mtha: | think another reason is we have seen sone
of our practices of how we manage our contracting policies

| i ke category managenent. A lot -- when | first started in
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this job a ot of small business industry groups canme and
said, hey, wth category managenent we feel |ike we have
been | eft out because if we are not on the vehicle we would
not see the opportunity, would not be able to conpete for
it.

Senator Sullivan: Right.

M. Mtha: That is why we sent the neno out that |
referenced earlier where we are now giving tier two credit
to small business set asides or any snmall business awards to
conpani es in socio econonm c categories. W can go outside
of those vehicles and do nore set aside conpetitions as
wel | .

Senator Sullivan: Let ne ask -- back to the 8-A
contractors and the partnership that each of the services
have with them what specifically is your service working on
to deepen that partnership?

I think it is a great opportunity to bring these
nunbers up. This goes for disadvantaged communities, rura
communities. Like | said, inny state it is primarily the
Al aska Native Corporations and tribes and ANCs that really
can bring benefits to very rural parts of Al aska, very rural
parts of America and indi genous comrunities.

So can | ask each of the services what you are doing
specifically that relates to both near and | ong-term

opportunities with 8-A contractors? Wy do we not start
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with you, M. Buehler?

Ms. Buehler: Yes. So absolutely recognize the
| nportance of the 8-A business devel opnent programin
advanci ng opportunity for small business, particularly
di sadvant aged popul ati ons.

W have the nost aggressive goal for snal
di sadvant aged busi ness, which includes the 8-A portfolio in
the Departnent of Arnmy. Qur goal for fiscal year '23 is 15
per cent .

Senator Sullivan: GCkay. But what are you doing
specifically?

Ms. Buehler: Yes, sir. Yes, Senator.

So we are devel oping strategic partnerships with our 8-
A conpani es, particularly you nentioned the Al aska Native
Corporations. | recently went out and visited with the
Aki ma group and nmet with their shareholders as well as the
| eads fromall of their business lines of effort. That was
a key engagenent.

| intend to replicate that with other organizations and
expand that kind of a partnership. W are, again, making
sure that we are going after and setting aside those
busi ness opportunities at that very tactical |evel, making
sure that our small business professionals are enpowered to
actual |y make things happen and create opportunity and where

we are using our virtual vendor engagenents to conduct
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enhanced outreach just ny partner over here, M. Snith,
ment i oned.

We have had one focus singularly on the small
di sadvant aged busi ness and 8- A popul ation, trying to nmake
sure that they know that the door is open fromthe Arny and
we want to create opportunity with them

Senator Sullivan: Geat. Good.

M. Smth, what about you --

M. Smith: Yes, sir.

Senator Sullivan: -- on the same question?

M. Smith: So |ast fiscal year we reached a pretty
uni que engagenent with the Small Business Adm nistration on
the 8- A program

Senator Sullivan: So does it take a |ot of
coordination with SBA --

M. Smth: It does.

Senator Sullivan: -- in the work you are doing? So
that has got to be a key el enent of --

M. Smith: It does. It absolutely does and --

Senator Sullivan: Do you think that is going well with
SBA?

M. Smith: It is going absolutely well. So at the end
of last fiscal year | reached out to ny counterpart over in
the 8-A program at Small Business Adm nistration --

Senator Sullivan: Good.
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M. Smith: -- and | said one of the barriers to doing
busi ness with the Departnent of the Navy is past
performance. |f our industry partners do not have past
performance you typically do not get work from us.

Senator Sullivan: Right. And how do you ever get out
of that | oop?

M. Smth: So | cannot --

Senator Sullivan: |[|f you do not have past perfornmance
you cannot start.

M. Smith: W actually worked out a pretty good deal
w th the SBA.

Senator Sullivan: GCkay. Wat is it?

M. Smith: So | contacted ny counterpart and he said,
what if we came to an arrangenent where ny PCRs, his fol ks

that are in the field that know what these |ocal conpanies

can do, vouch for themto be able to do work for us? Can we

take a governnent person's vouching for a conpany --

Senator Sullivan: Even though they have not done DCD

M. Smith: Even though they have not done it for DOD
and in many cases we asked that -- let us take in the case
of building a firehouse. A firehouse is a firehouse is a
firehouse. But if you have never built one for us we hold
t hat back from you

But if that local PCR can tell us that we have seen
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this conpany build a firehouse in our |ocal comrunity for
state and nuni ci pal reasons they can do it for us. And we
actually pulled out of their list of over 1,400 conpanies in
the 8-A programthat have never won a contract. W pulled
40 conpanies off of that list last quarter just because we
had an engagenent with one another on this conpany is good,
take them forward, and we are watchi ng those conpani es now
for the execution of those contracts.

Senator Sullivan: Right.

M. Smith: As we nentioned, it is not about giving
noney away. This is all about --

Senator Sullivan: Well, of course. This is all about
readi ness, lethality, w nning wars.

M. Smth: Absolutely.

Senator Sullivan: That is what this commttee is all
about .

M. Smith: So engaging the Small Busi ness
Adm ni stration on the 8-A programfroma one-on-one
standpoint for opportunities to expand and grow worKk.

Senator Sullivan: GCkay. Good. That is a good
exanpl e. \What about you, M. Kiser?

M. Kiser: Good afternoon. Thanks for the question.

Fol |l owi ng on and, perhaps, sone additional information
IS we are negotiating with the SBA on those 8-A

partnerships. W are getting the SBA to share with us their
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information on their nost recent new 8-A firns.

Secondly, fromour staff |last June we sent our director
staff, M. Mke McWIIlians, who is here with us today, to
Al aska to the 8-A conference that is held in June each year
and we will be sending it as we traditionally do in terns of
t hat outreach.

SSimlarly, in April we will be going to the NHOA
conference in Hawaii once again for the outreach to as nany
organi zati ons as we can possibly get to, and we |look to --
in terms of the Mentor-Protege program we target those in
the tribal organizations as well.

Senator Sullivan: Can | ask about that, because that
was actually one of nmy questions? The Mentor-Protege
programis a really good idea. But | worry that it is hard
to get that kind of programout into the rural comrunities,
right.

So are you -- when you talk about it you nentioned you
are targeting Native communities and rural conmunities with
that program Are all of you doing that? Because sounds
| i ke a great program looks like it is working, but | worry
that it is tough to get to a snall Al aska Native village
with a programlike that.

So are you considering those kind of entities to make
sure they can benefit froma programlike that as well?

M. Kiser: Absolutely, and | amtrying to find the
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list. 1 think we have one in place already in Alaska. | am
just -- but once again, it is trying to nake people aware --
first, increase the awareness of those kind of

opportunities. True, the manufacturing overall base may not
be the sane in every location but we are trying to start

t hat conversation and get it going.

Senator Sullivan: Right.

M. Kiser: | think we have one already in place. | am
| ooking for the |ist.

Senator Sullivan: GCkay. Well, we will stand by.

Thank you, Madam Chair.

Senator Hrono: | would like to start round two of
guesti oni ng.

Senator Sullivan: Sure.

Senator Hrono: So yes, | have a question about the
Mentor-Protege program | take it that that is a very
successful way of enabling nore small businesses to engage
or have contracts with the DOD

So what do you do? Do you put out a call for
vol unteers to be nentors and then you nmatch themup with
proteges? |s that how each of you is doing this progranf

M. Mtha: | can start. So the Mentor -- so each
conponent services and DOD conponents are participants in
the program The funding cones to ny office. They put out

their requirenents of different topics fromthe services and
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conponents for agreenments that they would |ike to fund and
the mentors apply to be nentors and there are certain
statutory requirenents to be a nentor.

Once those nentors are approved they can teamup with a
protege firm ideally, a small, disadvantaged or socio
economc firmthey have a relationship with and they give us
a proposal that we then fund through an agreenent where we
rei mburse the costs to the nmentor for the business
devel opnental assistance they provide to the protege or we
gi ve them subcontracting credit towards their goals.

Senator Hrono: Do all the services have this Mentor-
Prot ege progranf? Arny?

M. Smith: [Of mc.]

Senator Hrono: GCkay. And is it working out well? |Is
it grow ng?

M. Smith: 1In the case of the Navy we have four
current protege agreenents. W have three already in the
works for this year and | believe we will have three nore
added on to that once the industry partners nmeke that
team ng agreenent with one another. Then they present it to
the Navy. So | will have 10 here relatively this year is
what | wll --

Senator H rono: Do you have sone kind of nunerical
goal s, each of you, for the Mentor-Protege progranf

M. Smith: | will tell you the Navy is trying to catch

46

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

up in this regard. M colleagues on ny left and ny right
are | eading the Navy right now.

Senator Hrono: | amsorry. Didyou say you have a
nuneri cal goal ?

M. Smith: | think we think it is a fair share kind of
opportunity and noney is the driver at the end of it -- how
much noney is in the pie.

Senator H rono: Ch, okay.

Ms. Buehler: Yes, Senator. So the Arny has six active
agreenents. W recently changed our processes so that we
have a year-long open solicitation so that Mentor-Protege
proposals can cone in at any point during that year.

So that gives industry the ability to cone to us on
their tinmetable and not necessarily on ours, right. So it
gives themnuch nore flexibility to work those rel ati onshi ps
and those agreenents and we are very excited to onboard new
agreenents this fiscal year.

Senator Hrono: So, |ike Senator Sullivan, | have a
commtnment to the 8-A entities and for a nunber of them|
think one of the biggest barriers in dealing with the DOD is
just the conplexity of dealing with them as you say, M.

Mt ha.

So nane one thing that each of you did to make the

whol e contracting process |ess conplicated for snall

busi nesses.
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M. Mtha: One thing that we are doing right nowis
creating a single entry point for small businesses into the
def ense mar ket pl ace.

So ny office's website is business. defense.gov and we
are creating that into a one-stop shop which will have al
the forecasting, all the different small busi ness prograns,
all the resources that are available, so a conpany will not
have to go to 20 different websites to figure out how to do
business with us. So that is one thing that we are working
on right now.

Senator Hrono: Wuld you like to add that?

Ms. Buehler: Yes. So with -- in the Arny, we were
usi ng OTAs as anot her nechanism-- other transaction
authority as a nechanismto expand our nontraditional vendor
base that is participating on our critical technol ogy areas
and that is a |low barrier entry programwhere we can reach
t hose conpani es that have no experience or limted
experience working with the governnment. So that has been an
effective tool for us in trying to reach new vendor
popul ati ons.

Senator Hrono: M. Smth?

M. Smith: Reintroducing people to a tool that has
been in the tool box for a while. You can actually award up
to $100 million contract to a 8-A conmpany on a letter

contract. So pulling that tool back, letting our
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contracting officers know that they can use that instead of
having to conpete everything and run down the formal process

we brought that back and resurrected it in a magnificent

way .
Senator Hrono: M. Kiser?
M. Kiser: Yes. Once again, simlar activities. W
al so use Phase |11l to go nmake direct awards to speed the

process, and al so going back to add on to the previous
comment on the MPPs and the Native American organi zati ons,
MPP -- we have had two agreenents. One is already done and
conpl ete and that was in Montana. The second is current and
active and in the state of North Dakot a.

Senator H rono: Thank you.

Senat or Kai ne?

Senator Kai ne: Thank you to our chair and ranking, and
t hanks for doing this hearing today.

There is a report by the National Academ es of
Sci ences, Engineering, and Medicine identified that the
goals of the SBIR program and the Smal | Busi ness Technol ogy
Transfer programmght be in conflict, particularly in the
effect that conmercialization can be overenphasi zed as a
metric for success.

Does the recently rel eased strategy that you all have
put together address the priority of conmercialization

relative to other priorities -- stimulating innovation,
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neeti ng federal R&D needs, fostering diversity? How do you
deal wth that potential conflict in the report that you
have done?

First, M. Mtha.

M. Mtha: Sure. Yes, we do enphasize the inportance
of both commercialization and hel ping snall conpani es go
from prototype to production.

| hope this answers the question but | kind of viewit
as a pipeline where we have dollars that we spend on
prototypi ng through our | abs and using our other transaction
authorities and prograns |ike SBIR

We want those conpanies ideally to mature and devel op
t hose technol ogies to nmeet our mission needs. So we talk in
the Smal | Business Strategy about how our various small
busi ness prograns can work better together in a nore
integrated way to help nature the technol ogi es al ong so they
can actually get fielded into a system and commerci al i zed.

Senator Kaine: Thank you for that.

M. Smth, | want to ask you this. In your witten
testinmony you indicated that the Secretary of the Navy Del
Toro directed your office to ensure that snmall business
consi derations are included very early in the acquisitions
process -- that is good -- but that you do not have specific
nmetrics to assess the inpact of those efforts.

So | ama big believer that if you do not neasure it

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

you never get to where you want to go. Data and netrics are
real ly necessary for making infornmed decisions about the
effectiveness of an effort such as the one we would all want
t o undert ake.

So are you working on how you could develop netrics
t hat woul d determ ne the success of the efforts that -- to
expand our small business partnerships?

M. Smith: Thank you for the question.

Devel oping the netrics is very inportant. Holding
peopl e accountable, we feel, at this particular stage of the
game is even nore inportant.

It 1s not just the small business professionals'
responsibility to be the advocate for snmall busi nesses. Al
acqui sition professionals across the entire Departnent of
the Navy have the responsibility to live up to these goals
and responsibilities and we want to make sure that you are
I n the conversation early instead of after you sealed up an
acquisition/solicitation opportunity and you are ready to go
award. The small business person does not cone flying in at
the end of the day. Those considerations are baked in
upfront.

Measuring it, | think, it is inportant, but hol ding
peopl e account abl e through their performance on their jobs
to do their jobs is where we hold peopl e account abl e.

Senator Kaine: @Gven that Secretary Del Toro not only
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had a di stingui shed career as a Navy surface ship officer --

M. Smith: Yes, sir.

Senator Kaine: -- but also started a small business
t hat --

M. Smth: Yes, sir.

Senator Kaine: -- did work in this space, | am
assum ng he is pretty focused on this and hol di ng peopl e
accountable for it.

M. Smith: Sir, Secretary del Toro has hel ped ne just
about every single day he has been on the job. He is a
smal | busi ness owner for 17 years and he canme in with that
passi on and enthusiasmto nake sure that small businesses
did not go through sonme of the chall enges that he
experienced as a small busi ness owner, and we have changed
cul ture because of that influence and added focus.

Senator Kaine: | amgoing to ask an open-ended
gquestion if | can, Madam Chair, and just hope that all m ght
just address it a little bit.

In the work that you are doing | am assum ng you are
hearing what | amhearing as | amtalking to snmall, nmedium
and | arge businesses. | am Sea Power chair so | do a lot in
t he shipbuilding/ship repair space. It is hard to hire
peopl e.

So you can have the best progranms you want in terns of

smal | busi ness partnerships but if they are struggling with
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wor kf orce issues it is going to be hard to have prograns
that wll really be successful.

And | do not view this issue as one that is getting
easier. W just made a historic commtnent to

i nfrastructure, who is going to build it. W have just nade

a historic commtnent in the CH PS and nanufacturing bill to
manufacturing. W is going to fill those jobs?
So we are ready to nake a | ot of investnents. | think

this is going to nake the chall enge even tougher. So in
each of your spaces, if you could -- ny tine is about up --
but 1| would | ove to hear what you are hearing from your
smal | business partners and are you engaged with themin
creative strategies around the workforce question that the
comm ttee should know about so maybe we can try to anplify
or expand thenf

M. Mtha: Yes, | amhearing that from snall
conpani es, especially in manufacturing and in certain
sectors that are very inportant to us.

One of the things that | am hoping that we can do from
nmy office's purviewis use our 96 APEX Accelerators that are
out in the field across the country to do a better job of
tal ent mat chi ng.

So if a conpany wins a contract they can go to them
and those fol ks are tapped into the workforce devel opnent

training prograns and could actually be a connector between
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Ms. Buehler: Yes, | amhearing the sane thing from
smal | businesses. It is one of the challenges that they

have, in addition to the regular challenges that you have
running a small business, and it is very inportant to us
when we are naking contract awards to these conpani es that
they are going to be able to perform

So we need to understand the industry dynam cs and what
conditions they are facing and we are trying to incorporate
that and include that as part of our nmarket research to nake
sure that we understand because it also inpacts the price
that we are going to pay, at the end of the day. So it
hel ps us to also prioritize what we are going to be able to
actual Iy buy.

Senat or Kai ne: Thanks, Ms. Buehl er.

M. Smith?

M. Smith: So | have seen the exact sane result.
have actually watched small business industry partners team
in a way that | have not seen sone of the |arger businesses
do. Reaching out to the local comunity coll eges, reaching
out to the colleges and universities to build a pipeline of
tal ent that you need upon graduation to join the workforce.

If you do not start early, hoping to get themat the
end and when they are ready to go is a wish. Building

dedi cation, loyalty, and conmtnent early on, | think that
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transfers volunmes and | think nore need to do that. But we
are all starving for talent.

Senator Kaine: Right.

And M. Kiser?

M. Kiser: Once again, you are spot on and that, |
think, is probably nore system c across our entire nation of
every kind of hands-on skill. Wtch the financial news
network activity.

About a week ago where the CEO was exenplifying,
verbalizing, exactly what you said and as they talked with
this CEO she indicated cannot get those skills. | could be
making mllions nore dollars. And this is a total non-DOD
conpany that was having -- facing the sanme chall enges.

Now, Senator Mullin was here. Fromny tinme at Tinker
Air Force Base | renenber they had several technical schools
focused on aviation in the state of Oklahoma -- that he
m ght be able to I earn how do they do it and part of that
was to build -- to bring sone aircraft naintenance
capabilities and skills to Tinker Air Force Base.

But at the sane tine at Tul sa, Cklahoma, you had the
American Airlines has their huge maintenance facility there.

So it is how do we get these technical schools with the
techni cal degrees, bring the young people in who are going
to put the hands on because not everybody wants to do this

so how do we incentivize that. That will be a bigger issue
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beyond just the DOD small business and for our nation.
Thank you.

Senator Kaine: As | yield back, Madam Chair, | know
many of us are really comng to this realization that we are
not going to conpletely train our way out of this w thout an
immgration reformbill, and it can be very workforce
focused, | nean, and it probably should be w th unenpl oynent
rate is the lowest it has been since 1969.

So just Virginia doing a better job of nmaybe convincing
some Maryl anders to cone to Hanpton Roads, that is not going
to solve our problem because we will cannibalize each
ot her's wor kf orces.

W have to figure out a way to provide skills, nore
skills, value career and technical education. Allow people
to use Pell Grants for it for the first time in our history.

But | do think there is a need that is becom ng nore
obvi ous every day that a work-based imm gration reform bil
Is also going to be part of the solution here.

| yield back. And thank you, guys.

Senator Hirono: | agree with you, Senator Kaine.

Every single industry -- we are not just talking about
the mlitary and its contracting these but every single
I ndustry has workforce needs. Sonething is going to have to
give and | do think that sonething is we need to take a

serious |l ook and conmtnent to changi ng our inmmgration
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syst em because we have the | owest, as you said, nunber of
visas -- work visas given out of any. | do not even know.
So that is having a major inpact on our ability to be
conpetitive.

Senator Sullivan, would you lIike a second round?

Senator Sullivan: Thank you. Yeah. Thanks, Madam
Chair.

And | do not disagree with any of those comments on
imm gration. W got to secure the border first before we
get into discussions of immgration. That should -- that is
a national security prerogative that should not be that hard
and right now we do not have a secure border. So that is a
different topic but an inportant one.

M. Smith, | want to dig dowmmn with not only you but the
rest of the panelists on your statenent about the recent --
relatively recent two years ago 8-A contractor opportunities
for sole source contracts up to $100 million. That is
relatively recent. That was ny provision in the NDAA in
2020.

So | amreally appreciative that you highlighted that
as anot her opportunity that can really help provide | ong-
term success for the 8-A and small business contractors.

What | am hearing fromny 8-A contractors in Al aska,

t hough, is that a lot of the contracting officers have not

really gotten the word yet or kind of, like, I do not want
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to do that, or no, | amnot interested.

Well, we, the Congress, told you you should be
interested, right. It isin the law. So can you expand
upon that? And what | would really Iike to do since you
guys are the ones in charge and | have been hearing this a
lot fromny 8-A contractors -- again, they do great work.
They contribute to the national security, as | nentioned.

At |east in Alaska so many of them are al ready veterans
t hensel ves, the vast majority fromindi genous popul ati ons.
Very patriotic.

What | would like to do is also get a conmtnent from
each of you to send a neno to your contracting officers,
just as you nentioned, M. Smth, rem nding themthat, hey,
this is a tool and if an 8-A contractor conmes in you got to
consider this, and I know it is relatively new so it
probably takes a little bit of tine to work its way through
t he bureaucracy.

But that is the new |l aw and, again, | amglad you
mentioned that as kind of trotting out that tool as hel pful.

But can | get your thoughts on that fromall of you and get
each of your commitnents to send out a nmeno to your
contracting officers just saying, hey, as a rem nder, year
and a half ago Congress changed this rule. It is nowup to
$100 million.

And | think that will spur a lot of interest and,
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hopeful |y, opportunity and activity on the comon goal that
we all have here. Do you want to conmment further on that,
and then each of you? And if you nake that commtnent to ne
to be doing a neno on that?

M. Smith: Sure. Like you nentioned, it is a tool in
a tool box and fol ks need to know that they have it at their
di sposal .

For a long tinme conpetition was king. |f you had
pl enty of opportunities with industry partners conpeting to
get the best price that is what we were driving for.

Now we got | ess people playing in the swi mmng pool. |
got |l ess opportunities with certain industry partners. Now
it is tinme to go pull some of these other tools out and get
t he ease of contracting.

I nean, fol ks have been trained a certain way. The
flow down to all of the echelons across the entire
Departnent of the Navy has to take place, just |ike you
nmentioned. It is an education. They are snmall business
prof essionals --

Senator Sullivan: Education -- sone of your
contracting --

M. Smth: Absolutely. Absolutely. And sone people
-- making the donuts is making the donuts is naking the
donuts and they need to be told and taught that there is a

way to do it differently, faster, to go about another path.
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Senator Sullivan: So can | get a commitnent fromyou
in regards to --

M. Smth: W already -- we already have the
comm tnment across the departnent --

Senator Sullivan: But, | nmean, to send a nenp to your
contracting officers rem nding of this?

M. Smith: Done. It is absolutely --

Senator Sullivan: Oay. And send it to this
comm ttee?

M. Smith: It is absolutely done. Not a problem

Senator Sullivan: GCkay. Geat.

M. Kiser, do you have a view on this or thoughts on
it?

M. Kiser: Just to expand it. It mght even be
hel pful if we have a joint signature com ng out, at |east
fromthe Departnent of the Air Force, fromour head of
contracting activity --

Senator Sullivan: Good.

M. Kiser: -- in order to have a dual signature.
Smal | business, contracting side by side.

Senator Sullivan: Thank you. That is a great
suggestion. Thank you.

Ms. Buehl er?

Ms. Buehler: Yes, | was going to nmake the sane

suggestion actually, that we have to nake sure that our
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contracting partners are al so pushing the same nessage, that
we have a consolidated front. |In the Departnent of the Arny
we are also conducting a small business road show trai ning

Wi th our contracting workforce. That actually started today

Senator Sullivan: GCh, good.

Ms. Buehler: -- and will continue in second and into
third quarter, and one of the areas we are training on is
the 8-A program and we are partnering up with the SBA at
certain locations to nmake that the nost effective it can be.

Senator Sullivan: Perfect. Do | have tine to ask a
coupl e ot hers?

Senator H rono: Go ahead.

Senator Sullivan: Al right.

Senator Hirono: Then | amgoing to turn to Senator
Kaine if he wants.

Senator Sullivan: Let nme -- M. Kiser, | want to
conpliment you and the Air Force. W have had a very big
build up of the Air Force in Alaska with the F-35 -- two
squadrons F-35s and a whol e host of new Air Force personnel
at Eielson Air Force Base and ot her places throughout
Al aska, and it was a lot of mlitary construction authorized
by this commttee.

And we now have -- by the way, on tine on budget that

the Air Force got two squadrons of F-35s bedded down on
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Ei el son Air Force Base during the pandem c. So great job.
Great job.

You also did a really good job of working with the
Corps of Engineers that was letting these contracts to build
t he hangars and everything for the F-35s, and a |lot of small
busi nesses did quite well in Al aska because the Corps and
the Air Force were conmtted to getting those contracts
primarily to Al aska-based busi nesses and contractors and
unions, and so it worked.

Do you have any | essons on an exanple of that working
well? Wiich | thought it worked quite well. | was very
I nvol ved in the oversight of it. But you guys nailed it on
time on budget. | think the nunber was 95 percent of the
M LCON went to Al askan-based conpani es.

M. Kiser: To expand beyond in what they did, | am not
as famliar with those specific. But that is not uncommon
with the contracting -- Air Force contracting working hand
in hand with the Arny Corps of Engi neers on these ngjor
M LCON projects and with reconstruction or new construction.

Once again, | will pass your congratulations on it with
your permssion to --

Senator Sullivan: And the Arny Corps as well.

M. Kiser: And the Arny Corps.

Senator Sullivan: They really did a great job. It was
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M. Kiser: Absolutely, but this is non --

Senator Sullivan: -- picture perfect.

M. Kiser: Absolutely. Experience | have is with
Langl ey Air Force Base followi ng Hurricane |Isabel in the
'03-"05 timeframe. Once again, contracting -- a |ot of
coordination with the Corps of Engineers. At that tine we
wer e beddi ng down the F-22 at Langl ey.

So once again, a lot of teamwrk across the board,
everybody focused on the m ssion because they understand the
I nportance of it. So not uncommon to us and | suspect the
ot her service as well. But thank you, sir, for that
conplinment. | wll take it back.

Senator Sullivan: So | have two nore questions, if
that is all right.

Senator H rono: Go ahead.

Senator Sullivan: The next question is for M. Snmth,
and | am sure Senator Kaine wll have sone interest init.
| had breakfast actually with the CNO this norning and we
tal ked a | ot about shi pyards.

W tal ked a | ot about the Defense Industrial Base as it
relates to building ships, which that is not necessarily a
smal | business activity but small businesses can get a | ot
of the action on that.

But the one area that is a small business or relatively

smal | business activity is the mai ntenance and repair of big
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Navy ships or Coast Guard ships, and there is a | ot of
opportunity there in the small business sector for snmaller
shi pyards, not the giant ones that are like in Virginia and
stuff. But we have some smaller shipyards. W have a
shipyard in Seward, Al aska, called JAG that just got a Navy
contract. Really, really big deal for these guys. They are
going to do repair work.

We have a bigger shipyard in Ketchi kan that does big
Coast @uard overhauls, and can you tal k about particularly
in this need to get our Navy bigger and better and stronger
the ability to use smaller shipyards, probably not for the
bui |l ding but for the repair and mai ntenance, and that way
the big shipyards can build the subs and the LHAs and things
li ke that?

M. Smith: Well, Senator, having grown up on the
shi pbui I di ng side of the house -- | was Virginia class'
constructi on manager when we delivered the first one --
capacity is going to be your challenge here. Having a dry
dock to bring in a guided mssile destroyer or a | arge
anphib or an aircraft carrier you have to have the
facilities to be able to do that.

Senator Sullivan: M understanding the carriers and
t he nukes are public yard --

M. Smth: That is correct.

Senator Sullivan: -- but even the CNO was tal king
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about dishing out some of the -- even though it is public
yard, even with the nuke Navy, that you can still dish out
sonme of the non-nuke work to small businesses. |s that --

M. Smth: Absolutely. That is absolutely true.

In the past, we would have probably put up an omi bus
kind of contract for a very large industry partner to get it
all done and they will subcontract the work out to smalls
and they are going to continue to do that, to break that
wor k out separately and nove the platformto a snaller yard.

| think there is some coordination there that we have
to look at. Not saying that we cannot do it. But today we
can park the platformin one place and everybody show up to
t he ship.

If you are going to take it away fromthe bigs and nove
it to a small, well, then that work is going to be segnented
and probably not integrated in a fashion that we are
accustoned to today.

So it is not that we cannot do it. | think it will be
different. | think small businesses can benefit fromthat
opportunity. They are currently benefiting today as
subcontractors and you are tal king about prinme contracting
opportunities in the future, which are construct.

| do not see a reason we cannot do it. It is going to
be nore of a coordination and when does the fleet need that

pl atform back to service. Because if you can do it all in
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parallel that is one thing. But if you are going to nmake
series mai ntenance activities that is tine that we are
tal ki ng about marching al ong at that point.

Senator Sullivan: GCkay. That is very helpful. | had
one nore question. It is back to M. Smth again, but maybe
it can be nore broadly.

We had a small business in Al aska called Triverus that
won a contract with the Navy to build your nobile cleaning,
recovery and recycling systens. This is what | was
referring to as |like a Zanboni for an aircraft carrier, if
you get the hockey analogy -- an aircraft carrier or LHA
with a flat deck

And this conpany developed it on its own and built
them 43, for the Navy. It was really, really, really
i npressive. W were so proud of them because we do not have
that big industrial base up in Al aska.

And the Navy -- there were sone hiccups, right. There
was sonme back and forth with the contracting officer. W
heard at one point suggesting, hey, if you really want to
stay in the gane you need to nove your business to the | ower
48, right. Trust nme, | called the Secretary to the Navy on
t hat one saying you got to be kidding ne. W want to keep
this stuff in our state, not encourage themto go.

But so conpanies like this they get a big contract. It

is great. They kind of base their whol e busi ness nodel on
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it. But once that contract is over and if it does not
continue that is challenging for them

Do you guys | ook at those kinds of contracts where they
build this MCRRS, as | think they are called, or Zanbonis
for aircraft carriers, but then also can do the naintenance
wor k because that is sonething that, to ne, gives the
conpany with expertise the ability to continue doing that.

They probably know nore about this system since they
built it fromscratch than anyone else, and | do not think
they were ever able to get the maintenance work to be doing
that and it is a little bit nore chall enging.

M. Smth: So | amnot famliar with that particul ar
case. | wll go find out and --

Senator Sullivan: Yeah. W can provide it if you need

M. Smith: W can -- and | wll go respond for the
record for that inquiry. | amcurious -- Zanboni for an
aircraft carrier. That piqued ny attention.

[ Laughter. ]

Senator Sullivan: | nean, they zip up -- they bring up
all the -- any kind of material on the flight deck that can
hurt the --

M. Smth: | love it.

Senator Sullivan: -- with the fifth-gen aircraft and

hurt the systenms. So it is really sophisticated stuff.
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M. Smith: Sure. And one of the things that we
encourage small businesses to be able to do is do you have a
commercial outlet for your opportunity as well along with
t he mai ntenance, because | amsure there is airports, | am
sure there is runways nearby, where that capability can be
provi ded el sewhere.

Counting on DOD to be your sole custoner that is an
interesting market. But | think if you had nany nore people
buying fromyou that is a nore lucrative market. So but I
will definitely go endeavor to investigate that one further.

Senator Sullivan: Thank you.

Senator Hrono: | just want to nake a statenent.
One is we have four major ship repair -- a public ship
repair facilities. Oneis in Hawaii. W have to nake sure

that we continue to stay the course of nodernizing these
facilities because there is no question that we need to
enabl e themto becone a |l ot nore efficient because the nost
recent report says that is taking far |longer to repair our
naval ships and get themready for deploynent. So that
needs to happen.

And then at a tinme when we need to really shore up our
ability to be innovative and conpetitive with a near peer
conpetitor, i.e., China, | wuld like to know if each of you
fully utilize the SBIR and STTR prograns to really push

i nnovation to snmall businesses. Do you do that?

Scheduling@TP.One 800.FOR.DEPO

T P O ne WwWw.TP.One (800.367.3376)



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Ms. Buehl er?

Ms. Buehler: Yes, Senator. The Arny absolutely uses
the SBIR and the STTR prograns to devel op i nnovati on. Not
only do we use the prograns properly, we have devel oped
transition broker teans along eight different |ines of
effort linked to specific technol ogi es and capability gaps
that we are trying to fill

So we are trying to nake the program nore effective for
us to really target those high critical areas. W are also
using it as part of our -- what we call the ex-tech search.

This is a "Shark Tank" |ike conpetition where conpanies
wi || propose a certain technological solution. W wll give
them smal|l contracts and take them through a successively
down sel ect conpetition over a period of tinme until we get
to a w nner.

So we are utilizing the SBIR authorities to also
facilitate that. So absolutely part of our toolKkit.

Senator Hrono: M. Smth?

M. Smth: No different fromthe Arny and probably no
different fromthe Air Force in that regard. That is our
fertile feeding ground for future opportunities. The future
technol ogy conmes fromthat area.

Having the right m ssion set for what you need to
counter in the future is what it is all about and having

i ndustry partners working in that vein that is where we are

69
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and we are spending transition dollars to get that
capability into the fleet, not just doing research and
devel opnent for the sake of doing research and devel opnent.

Senator Hrono: OCh, definitely. W need to make sure
that it is of some utility.

M. Kiser, do you do the sanme thing? Do you really
push for this kind of innovation support?

M. Kiser: Absolutely, Senator H rono, and once again,
just adding on, simlar activities but also, in fact,
earlier this week. W execute a |lot of our SIBR/ STTR
dol I ars through an organi zati on call ed AFVWERX and SpaceVWERX.

Met earlier Monday afternoon of this week with the new
| eader of that organization, Colonel Leigh, to tal k about
how t hey are restructuring the program

A lot of their activity over the |ast couple of years
has been toward just kind of open topics. Wll, they are
now stream i ning and focusing. They will have at |east 40
percent of their research ideas and snmall busi ness awards
focused on operational inperatives that you have probably
heard Secretary Kendall talk about, the things that we
really need to get after in order to be very conpetitive,
shall we say.

And so we are neeting with themto nake sure that what
they are doing research on is not just necessarily open or

basi c research but, rather, focused research on the things
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that we need for our program executive officers, for our
weapon systens, so to make sure that it is really nmaking a
di fference.

And so the program executive officers -- PECs -- are
becom ng nmuch nore involved in the SIBR process as well and
so we have been awarding quite a bit. Qur SIBR dollars have

gone from about $300 mllion in fiscal year '18 to we are

about $1 billion this year. So thank you for that continued
support.
Senator Hrono: | just wanted to nake sure that we get

it on the record how i nportant these two prograns are
because there are sone people who do not think that it is
I nportant to reauthorize SBIR or STTR

Thank you. Thank you very nuch to all of you for
comng and talking with us, and with that, this hearing is
adj our ned.

[ Wher eupon, at 3:52 p.m, the hearing was adjourned.]
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