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T
he Department of Defense (DoD) 
has made tremendous strides in 
improving how it does business 
in the acquisition of contracted 
services. More than 100 reforms 

have been undertaken since 1975. But re-
cent measures have included the National 
Defense Authorization Act (NDAA) for 
Fiscal Year 2016, the Acquisition Agility 
Act, the Better Buying Power Initiative to 
Improve Tradecraft in the Acquisition of 
Services, and the implementation of DoD 
Instruction (DoDI) 5000.74. These initia-
tives demonstrate that the DoD has suc-
cessfully made the shift from a “reactive 
organization” to a world-class organization 
of highly skilled acquisition professionals 
who develop and implement strategies; 
identify, manage and mitigate risk; and 
perform analyses to better support stra-
tegic initiatives. 

While DoD undoubtedly has made a conscious effort to 
improve management and oversight of contracted ser-
vices, defense experts such as MacKenzie Eaglen of the 
American Enterprise Institute have made it very clear that 
there is growing concern regarding increased spending on 
contracted services. Eaglen has even suggested that the  
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concern is partly attributable to a DoD tendency to spend more 
and oversee less (Framing A Defense Reform Agenda for 2017, 
American Enterprise Institute for Public Policy Research, 2016). 
It is no secret that DoD has struggled with contracted services 
spending in recent years; however, defense acquisition profes-
sionals remain determined to overcome this challenge.

In an environment of increased security threats and recent 
budget constraints, it has been imperative that defense acqui-
sition professionals provide the warfighter the best capabilities 
in the most efficient manner while reducing costs and ensuring 
the best use of public funds. In this regard, management of 
spending, or the lack thereof, has deserved a more prominent 
focus. Many of the ongoing issues associated with spending 
such as duplication, fragmentation and misclassification of 
procurements may be resolved if more attention is given to 
those acquisitions that have a lower dollar value.

The premise of this article suggests that if DoD makes a par-
adigm shift from managing “core spending” (also known as 
spending under management) of total spending for contracted 
services to managing “tail spending” or the tail-end of total 
spending for contracted services, it will likely generate costs 
savings upward of $30 billion. In the DoD context, core spend-
ing is associated with contracted services that have an aggre-
gate value of $10 million or more. Tail spending is associated 
with contracted services that have an aggregate value of below 
$10 million. Research generally has shown that tail spending 
management is likely to play a pivotal role in future acquisi-
tion reform and Better Buying Power initiatives on contracted 
services. This article describes the concept of Tail Spend Man-
agement (TSM), why its implementation is important for DoD, 
and provides recommendations for implementation. 

With its origin deriving from the Pareto Principle, which 
suggest that 80 percent of outcomes are attributable to 20 
percent of causes, the TSM concept has generally been pro-
mulgated for several decades within procurement and supply 
chain management. Academia and industry have defined TSM 
as the management of procurements that are at the tail-end 
of an organization’s total spending. Tail spending typically 
represents the 20 percent spending of the 80/20 core/tail 
ratio. According to Professor David C. Wyld of Southeastern 
Louisiana University, the ratio should not be considered as 
a hard-fact rule but more as an approximation (IBM Center 
for the Business of Government, Acquisition Series, Control-
ling Federal Spending by Managing the Long Tail of Procurement, 
2013). It is very possible that the tail spending could amount 
to as much as 40 percent or more of total expenditures. 

According to Wyld, several characteristics or categories of tail 
spending must be considered in order to manage it. First, tail 
spending consists of low-dollar value, repeat acquisitions—
typically procurements with a surprisingly large number of 
transactions. Second, tail spending includes acquisitions made 
outside of procurement norms that are rampant in noncompli-
ance. These acquisitions also are known as maverick spending. 

Third, tail spending consists of fragmented acquisitions—typi-
cally repeat procurements in various parts of an organization. 
Generally, these types of procurements could be consolidated 
into a single acquisition within an organization’s core spend-
ing. Other characteristics of tail spending include duplicative, 
overlapping or misclassified procurements, and unaddressed 
or unknown spending. In the DoD context, these characteris-
tics generally are associated with acquisitions valued below 
$10 million because less attention is focused on these types 
of transactions.         

One could argue that DoD already manages tail spending 
through its policies, regulations and statutes. Regulatory and 
statutory guidance such as the DoDI 5000.74 and Section 2330 
of Title 10 of the United States Code (10 U.S.C 2330) clearly 
provide directives for acquisition professionals to conduct 
periodic spending analyses, leverage the use of category and 
portfolio management, and implement Service Requirement 
Review Boards (SRRBs) designed to manage spending asso-
ciated with contracted services. However, these methods are 
specific to core spending, which consequently allows acquisition 
professionals to create and define their own terms, concepts 
and methodologies associated with tail spend management.  
Since there is no clear guidance on managing tail spending and 
the DoD has delegated that management responsibility to the 
Service components, a lack of emphasis results in billions of 
dollars being potentially mismanaged or unmanaged.   

To support that assessment, an analysis was conducted on the 
Defense Procurement and Acquisition Policy (DPAP), Fiscal 
Year 2015 (FY 2015) Inventory of Contracted Services (ICS) 
for the Department of the Army. The analysis excluded de-
obligated funding actions and actions that did not reference a 
dollar value. The results revealed that 68,670 contract actions 
accounted for approximately $47 billion in total spending for 
contracted services. Of the 68,670 contract actions, 67,936 
were under the $10 million threshold and accounted for ap-
proximately $25 billion of the overall $47 billion in spending. 
Relative to TSM, the data suggests that the Army reflects 
a core/tail ratio of 47/53, which means that an astonishing 
99 percent of the Army’s service contract actions account 
for 53 percent of the total spending for contracted services 
(tail spending). Conversely, the remaining 47 percent of total 
spending that is under spending management (core spend-
ing) only accounts for 1 percent of the total contract actions. 
In summary, 53 percent of the Army’s obligated dollars to-
ward contracted services either are not formally managed or 
are mismanaged due to a lack of emphasis on tail spending 
management.  

The Director of the Portfolio Management Division for the Of-
fice of the Senior Services Manager of the Deputy Assistant  
Secretary of the Army (Procurement), provided the additional 
insight that approximately 60 percent of the Army’s appropri-
ated funds are obligated toward contracted services. And of 
the 60 percent of appropriated funds for contracted services, 
70 percent is projected for obligation toward Service Category 
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V (S-CAT V) requirements, which are acquisitions below the 
$10 million threshold. This information suggests a growing 
concern and need for tail spending management given that tail 
spending is projected to exceed the 53 percent of tail spend-
ing identified in the analysis of the Department of the Army 
FY 2015 ICS.

Analyses were also conducted on the FY 2015 ICS for the 
other Service components within DoD, including the Navy, 
Air Force, and other defense agencies. The analyses yielded 
results similar to the Army in that 99 percent of the contract 
actions for each component were not under spending man-
agement; however, the core/tail ratios between the compo-
nents did show considerable variation. The Department of 
the Navy reflected a core/tail ratio of 36/61, the Department 
of the Air Force reflected a core/tail ratio of 56/44, and all 
other defense agencies reflected a combined core/tail ratio 
of 61/39. DoD as a whole reflected an average core/tail of 
50/50, which suggests that if greater attention were given to 
managing tail spending—the 50 percent of the total spending 
of contracted services that are procured below the $10 million 
threshold—the DoD could save billions of dollars. If this is not 
done, the DoD is likely to see a continued increase in total 
spending for contracted services, which inevitably will cause 
the spending gap between major defense acquisition systems 
and contracted services to widen further still. 

There are three benefits that would allow DoD to realize an 
immediate return on investment if TSM were implemented. 
First, according to the Defense Business Board, an estimated 
$36 billion in cost savings has been identified as an incentive 
to effectively manage contracted services. Andrew Bartolini, 
Supply Management Expert for Ardent Partners, noted in the 
SAP business strategy blog and podcast that organizations 
generally save between 6 percent and 12 percent of every 
dollar brought under spending management during the first 
contract cycle (SAP, Future of Procurement–Tail Spend, 2015). 
These potential cost savings could be repurposed to further 
technological advances for major weapon systems, modern-
ization efforts and operational contractor support capabilities.

Second, implementing TSM will reduce or eliminate fragmen-
tated, maverick, duplicative, overlapping, and misclassified 
procurements. It also will eliminate unaddressed and unknown 
spending. Addressing these categories would uncover the root 
causes of increased spending, which would subsequently im-
prove operational performance and procurement compliance 
(Government Accountability Office, 2016 Annual Report: Ad-
ditional Opportunities to Reduce Fragmentation, Overlap and Du-
plication and Achieve Other Financial Benefits (GAO-16-375SP); 
Wyld, 2013).   

Third, implementing TSM for contracted services would as-
sist government officials to more accurately address stra-
tegic workforce planning. Research suggests a correlation 
between increased spending for contracted services and the 
DoD skilled-workforce mix (Government Accountability Of-

fice, High-Risk Series: An Update (GAO-15-290), 2015; Eaglen, 
2016;).  According to Eaglen, the increase of service contrac-
tors within the DoD has nearly outpaced the total DoD work-
force additions over the last decade, which may cause some 
speculation about waste, fraud and abuse. However, given the 
current operational environment associated with national se-
curity threats, the increase may be justifiable. For example, Lt. 
Gen. Michael Williamson, former Principal Military Deputy 
to the Assistant Secretary of the Army for Acquisition, Logis-
tics and Technology, stated at the 2015 Royal United Services 
Institute Land Warfare Conference that since the American 
Revolution the ratio of contractors on the battlefield relative 
to the number of active soldiers has increased from 1:6 to 1:1 
because contracted services have become an integral part of 
mission success, especially in an operational environment. He 
further explained the political implications associated with the 
ratio of contractor and military personnel and the significant 
capabilities leveraged such as those associated with pilots, 
linguists and armed security. The data obtained through TSM 
will support government and military officials by allowing them 
to strategically align, reallocate, or increase contractor support 
resources and capabilities for critical missions. 

There are three recommended actions to successfully imple-
ment TSM:

(1) DoD should generate acquisition workforce awareness 
about the concept. This ensures total buy-in of its use and 
benefits of successful implementation. 

(2) DoD should consider amending DoDI 5000.74 to include 
and define the concepts and terms associated with TSM and 
provide concrete guidance on effective identification, manage-
ment and control of tail spending. The concepts and use of 
TSM also should be incorporated into the Better Buying Power 
initiatives issued by the former Under Secretary of Defense for 
Acquisition, Technology, and Logistics. 

(3) Finally, DoD should establish dedicated resources to man-
age tail spending or assign responsibilities to current resources 
that perform similar duties. This encourages continuity and 
accountability for reporting purposes.   

In conclusion, numerous DoD benefits could acrue from giv-
ing greater focus to TSM. This is not to suggest that all efforts 
related to core spending should diminish. However, a paradigm 
shift in spending management likely would save the DoD bil-
lions of dollars. The savings could be leveraged to promote 
technological advances for major weapons systems, modern-
ization and operational contractor support for the warfighter. 
Any effort that contributes to saving soldiers’ lives, and ensur-
ing that we acquire the best warfighting capabilities to achieve 
and maintain dominance, is worth the investment. We owe 
it to ourselves, the warfighter, and our nation to ensure that 
every dollar is spent effectively and professionally.   

The author can be contacted at Jamaya.S.Smith.civ@mail.mil.

mailto:Jamaya.S.Smith.civ@mail.mil



