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Clarity Panelists



Name Title
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The Purpose of the Clarity Survey  A fact-based baseline against which to measure future changes and trends  To establish industry benchmarks for our customers to measure themselves against  The Clarity report this year will focus on:  Business Development  Project Management and Risk



 Financial Management  Compliance  Human Resource Management
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This Years Respondents 400+ responses from across industry



5



10/30/2014



© 2014 Deltek, Inc. • All Rights Reserved



This Years Respondents 400+ responses from across industry



Revenue By Source:  Federal……………………..84%  State…………………………5%  Other Public Sector………..4%  Private Sector………………7%
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Business Development Trends
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2013 Growth by Company Size Findings:  Average growth is flat YoY for 2013 at 7.2%  Median Growth is at 5%



 14.3% Growth projection for 2014  15% Growth projected for 2015
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Overhead Rates & Win Rates 4-Year Average Overall Composite Overhead Rate



Findings: 26.6%



 Overhead increased 2.3 points after 2 year drop 



Increase could be attributed to government shut down







Industry may have carried resources through lumpy spending



How does Overhead affect Win rates?



Mean Overhead Rate % vs. Win Rates 40







Overall lower overhead = increased win rates







Customers are looking at contractor costs pre-award







Having your financial house in order could improve your win rates



35 30 25



20 15



Mean Overhead Rate %



10 5 0 Increased Over 10%



Increased 1 – 9% Little or no change Decreased 1 – 9% Decreased over 10%



Win Rate Categories
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Win Rates Findings:  51% of small vs. 21% of large firms reported increased win rates



 31% of Large vs. 21% of Small firms reported a decrease in win rates  Smaller firms faired better as the government reported achieving it’s goal of 23% small business awards for the first time in several years
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Where are companies investing to meet the challenge? What business development initiatives are you pursuing to address these challenges? 1 = Least Important / 5 = Most Important 0%
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20%
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More / Better Opportunity Identification Better Understanding of Opportunities in Early Stages Exploration of New Markets More or Better Teaming Methods Improved Use of Organizational Knowledge
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Improved Sales Process and / or Support More or Better GWAC and IDIQ Management Automation of Time Consuming Tasks Additional Staffing Acquisition of Partners, Competitors, Other Firms Improved Sales Analytics Hardware or Software Investments 11
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Top Task Order Challenges Findings



Task Order Management



 Contractors shifting to a centralized model  Information on task orders is deficient



Top Task Order Challenges



Findings  Primes not providing enough information  Proposal quality is being impacted
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Top Business Development Challenges



Findings
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 More Restrictive Spending tops the list  Increased Competition and Limited Resources tied for #2  Inability to effectively communicate dropped 4 spots to the bottom © 2014 Deltek, Inc. • All Rights Reserved



Finance Trends
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2013 Profit by Company Size Findings:



Net Profit by Firm Revenue



 Net Profit Up slightly at 10.8% on average  Net profit Flattening after years of growth  Large firms shifted 40 points YoY towards moderate profit 0-4% (May point overall reduction due to smaller firms in the survey) Net Profit (4-Year Trend)



Observation: Industry placed a focus on profitability as growth slowed.



Prediction: Profits are likely to drop as companies put their focus on growth.
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Invoice Cycle and DSO Trends 4-Year Overall Average Monthly Invoice Cycle 9.4



Findings:  2 year decline in Invoice Cycles  4 Year decline in DSO  Contractors are getting it right



Observations:



4-Year Average Days Sales Outstanding



34.6







Automation = Reduced Invoice Cycles







Correct Invoices = Faster Payment







Electronic invoicing is lowering DSO



Projection: Favorable conditions for low DSO as Audit agencies focused on past performance vs. current
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Composite Fringe and Overhead Rates 4-Year Overall Composite Fringe Rate 22.4%



Findings:  Fringe rates continue to fall nearly 2 points YoY 



Having an effect on Talent Management



4-Year Average Overall Composite Overhead Rate



Findings: 26.6%
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 Overhead increased 2.3 points after 2 year drop 



Increase could be attributed to government shut down







Industry may have carried resources through lumpy spending



G&A, Fringe and Overhead Rates Findings:  All 3 trending downward over the 5 year horizon.



Observations: 



Companies really slashing costs and struggling to stay competitive.







Not as much to Cut in G&A as in other areas of businesses



Projection:  These rates will have to level off and possibly trend up a bit. 18
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Overhead Rates vs. Win Rates



Findings  Overall contractors with better control over their overhead rates had higher win rates



Observation:  Customers are taking a close look at vendor finances.
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Top Financial Challenges



Findings
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 Dramatic shift to Organic Growth as the top financial challenge YoY (positive outlook on the future)  Federal Spending tied with Cash flow at #2 © 2014 Deltek, Inc. • All Rights Reserved



Top Financial Challenges



Findings
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 Dramatic shift to Organic Growth as the top financial challenge YoY (positive outlook on the future)  Federal Spending tied with Cash flow at #2 © 2014 Deltek, Inc. • All Rights Reserved



Project and Risk Management Trends
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Project Visibility Findings:  Mid Sized Firms increase High/Very High visibility by 32 points  Large Companies slide to greater than 60% reporting Low/Very Low visibility



 Minor upward trends for both low and moderate visibility  Overall downward trend for high visibility despite 2013 spike



Observation: The economy has impacted project visibility but companies are beginning to re-invest in this area.
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Top Project Management Challenges



Findings
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 Finding the right PM talent continues to be the top challenge  Accurate project cost forecasting jumps to most responses (Accurate timeline forecasting had the most #2 overall selections)  Poorly defined scope holds stead overall © 2014 Deltek, Inc. • All Rights Reserved



PMP and Training Investment on the Rise
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Risk Management New Question: Does your company manage a corporate risk register?



 28% of companies do not  Vast majority relies on PM’s to manage their own risks  Only 15% have broader organizational or corporate initiatives



Observation: Companies are not taking advantage of tribal risk knowledge and is likely leaving opportunity on the table.
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Use of Schedule Risk Analysis and Project Maturity
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Risk Management Drivers



Findings Observation 28
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 Companies gaining benefit from risk management, still room for improvement  Contractual or Environmental factors still leading the triggers for risk management Benefits realized will always lag unless companies adopt a culture of risk and opportunity management rather than be forced into it. © 2014 Deltek, Inc. • All Rights Reserved



Risk Management Drivers



Findings Observation 29
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 Companies gaining benefit from risk management, still room for improvement  Contractual or Environmental factors still leading the triggers for risk management Benefits realized will always lag unless companies adopt a culture of risk and opportunity management rather than be forced into it. © 2014 Deltek, Inc. • All Rights Reserved



Compliance Trends
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2013 Audit Activity Findings:  88% of respondents have been through an audit in the last 2 years



 Up 13% YoY  Pre-Award and DCMA rise 10 points for small companies YoY  50% of audit volume for SMB



Observations:  Oversight continues to increase  Small companies need to be ready to show basic compliance with FAR and CAS  Large companies need to prepare for all audit types
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Change in Government Oversight Findings:  4 year increase in oversight Observations:  Industry continues to feel increased pressure from DCAA Projection: New proposed amendment to final DFA Rule on 6 critical business systems could have a dramatic impact on the cost of compliance for contractors 32
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Top Audit Issues Facing Contractors



Findings



Observation 33
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 Indirect Rate audits leapfrog to the top issue as DCAA focus on corporate financials  Internal Control Systems raises to #2 with more focus on the final DFAR rule  Labor and Time keeping fall to the #3 spot as floor checks take a back seat to incurred cost audit backlog DCAA will continue to work down it’s backlog of incurred cost audits and focus on the higher value audits. © 2014 Deltek, Inc. • All Rights Reserved



Human Resources Trends
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Challenges for Acquiring New Talent



Findings Observation 35
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 Availability of good candidates is the top challenge for industry  Once good candidates are found finding the right skill set match is an issue  Being competitive on compensation is the #3 challenge Industry needs to weight the balance of 4 year decline in fringe benefits vs. overall compensation packaging to attract the right talent to industry. © 2014 Deltek, Inc. • All Rights Reserved



What’s Costing the Most in HR



Findings Observation 36
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 Finding the right candidates is where the most money is spent  Open Enrollment has the second most #1’s  On-Boarding has the most #2 votes Companies have room to invest in talent management tools and process to drive efficiencies into their business and shorten the time from Hire to Revenue. © 2014 Deltek, Inc. • All Rights Reserved



Top HR Challenges Facing Industry



Findings



Observations
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 Managing ever rising healthcare costs is the top HR challenge  Resource management grabs the second spot  Retaining employees is the #3 issue  New healthcare policy has impacted small and mid-sized firms and will likely continue to have a negative effect  Industry is worried about finding and retaining employees pointing to a resource crisis © 2014 Deltek, Inc. • All Rights Reserved



Conclusions
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Final Remarks  Growth and Profit remained flat in a turbulent year  Competition likely to increase despite a more stable environment  Cash flow is improving as industry takes advantage of e-Government  Lower Fringe and Overhead rates indicate companies are still cutting costs  Project Visibility is decreasing for larger firms but on the rise for SMB  Opportunities in Risk Management could help drive healthier businesses  Compliance continues to rise while DCAA focuses on incurred cost backlog  Industry is loosing the talent war finding it both costly and challenging to bring in the right candidates  Business Development, Project Management, and HR all indicate getting the right resources is a challenge 39
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Learn More Deltek and it’s partners offer solutions to help contractors improve in all areas of the project lifecycle:



Purpose Built for Project Based Business: Contracts



Schedules



Pipeline



Cost



Operations



Procurement
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Business Development Project and Risk Management Financial Management Compliance Talent Management



Resources



Accounting



Deltek aligns your people, your processes, and your tools out of the box!
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GovCon Clarity Attendees - Take $100 off the Early Bird Rate! Sign-up to attend Insight 2014 during today’s networking reception and take advantage of this one-day only value!
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