Maryland Procurement Playbook

A diagnosis of Maryland's public procurement economy and a set of areas of opportunity
to better utilize public procurement as a vehicle for growing the state's economy.
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Maryland Procurement Playbook: Executive Summary

-

Maryland's public procurement economy is substantial and has a strong federal presence. In FY 2022, federal, state, and local agencies in Maryland
awarded over $68 billion. Additionally, over $16 billion were awarded to Maryland-based firms by the federal government for performance in other
states. This procurement spending represents 17.5% of Maryland's GDP (2022).

€ Federal spending accounts for 5 out of every 10 procurement dollars; DOD represents almost 40% of all the direct federal procurement in the
state.

€ Maryland has a large federal presence, including military facilities, federal offices, federally-funded research centers and federally-funded
business support entities.

€ The State also has a rich presence of federal vendors that have successfully grown their business with the federal government.

This economy is uniquely focused on Professional Services and IT. This sector accounts for almost half of federal, state and local public procurement
spending performed in Maryland. It is a significant sector for the state's economy, driving substantial employment and R&D investments.

Four out of ten dollars in this public procurement economy are not captured by Maryland-based firms. It is also becoming increasingly difficult for
smaller firms to access opportunities in the procurement economy due to contract sizes, procurement practices and requirements (such as master
contract vehicles and evidence of past performance). Data and interviews also suggest the need for better support for MBEs to become primes.

We identified four challenges that Maryland firms face to break into Maryland'’s public procurement system:

€ Afederated system, with over 300 federal, state and local buyers operating in the state of Maryland. Each level has a different regulatory and
policy framework for procurement, creating three distinct procurement markets that firms must navigate.

€ Afragmented ecosystem of support providers and buyers across levels of government. This hinders potential synergies and places a burden on
firms, particularly those small firms and MBEs.

€ The current ecosystem of capacity-building efforts has a low proportion of procurement-relevant content for existing and emerging firms,
generating a misalignment between the current ecosystem and business needs.

€ Untapped opportunities in IT and Professional Services, where about 6 out of 10 dollars go to non-Maryland-based firms.

We identified a set of actions that need to be present in Maryland'’s procurement economy to turn it into a driver of growth for local firms and
MBEs. These actions include: (1) Strengthen capacity-building programs for firms; (2) Develop a navigable and firm-centric ecosystem that connects
buyers, support organizations, and MD firms; (3) Unlock opportunities for Maryland firms in Professional Services and IT, and (4) Mitigate barriers for local
and diverse firms to win prime contracts at the state level.

Source: Nowak Metro Finance Lab (2024).
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Maryland Procurement Playbook: Project Context

The Maryland Procurement Playbook is the first assessment of
federal, state and local procurement activity in Maryland. It aims to
size the state's public procurement economy, and evaluate
contracting and growth opportunities for Maryland-based firms.

Goals

1. Size the public procurement economy in Maryland, and
identify patterns from federal, state and local procurement.

2. Evaluate the entrepreneurial support ecosystem and
procurement practices across levels of government, and how
this landscape shapes successful growth trajectories for
diverse firms.

3. Develop firm-centric” strategies to foster contracting and
growth opportunities for Maryland-based and diverse firms.
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Maryland Procurement Playbook: Methodological Approach

Stakeholder
Engagement

Analytical
Approach

Procurement spending

We assessed the size of the public procurement
economy in Maryland, identifying patterns from
federal, state and local procurement spending”.

Datasets received from state and local
agencies

~14 Public and private datasets analyzed

e Methodology to identify growing federal
vendors with HQ or offices in Maryland

e Development of a master database
combining federal, state and local
contracts during CY 2023

18 Interviews with firms

Procurement practices

We dissected procurement practices adopted by
federal, state and local agencies in Maryland to
evaluate fragmentation across agencies, and
identify effective and replicable practices.

13 Interviews with procurement officials from
different government agencies (e.g.
Maryland Department of General Services,
City of Baltimore, Montgomery County).

e Semi-structured interviews

e Literature review (e.g. 2016 Report of the
Commission to Modernize State
Procurement, 2023 Procurement Advisor's
Report, 2024 City of Baltimore
Procurement Transformation Plan)

Of the 18 firms analyzed, 11 belong to the Professional Services and IT sectors.
These firms were primarily located in Baltimore County (4), Baltimore City (4), Montgomery County (3), and Prince George's County (3).
All these firms are vendors for federal, state, and/or local entities.
Our interviews included a diverse mix of firms: 30% are businesses with under 10 employees, 30% have 10 to 50 employees, and 40%

have over 50 employees.
° Of these firms, 11 hold MDOT MBE certifications, 5 have WBE certifications from federal or state governments, 8 have or had 8(a)
certifications, and at least 3 are registered in the SBR program.

Notes: (") See slides 5, 6, and 7 for further details on what is included in our analyses. Source: Nowak Metro Finance Lab (2024).

Capacity-building programs

We mapped Maryland's supplier development
and capacity building programs to identify both
successful practices and gaps in the ecosystem.

10 Interviews with support providers (e.g.
Maryland Black Chamber of
Commerce, Prince George's County
Economic Development Corporation)

° Desk review
° Semi-structured interviews

See more details in Appendix A



Focus of This Analysis: Maryland’s Public Procurement Ecosystem (1/11)

Maryland’s Procurement Ecosystem®

Maryland's procurement ecosystem includes a large group of stakeholders: buyers, vendors, and all the organizations that are part of the support
ecosystem.

0 Support Ecosystem

—_—_—————e e

In addition to the buyers and vendors, various entities exist in

Procurement Vendors the broader ecosystem to support firms at various stages
Federal Vehicles and and provide avenues by which buyers and vendors can
edera Processes connect with one another. This includes ESOs™, advocacy

organizations, government small business programs, and

Contracts, task capital providers.

e Private / institutional supplier programs
(HopkinslLocal)

—_——— e =

=TT HE \X/ithin the project scope Outside the project scope

Note: (") This study focused on those dimensions of the ecosystem that appear in dark blue. The next slide provides a more detailed explanation. (*") Entrepreneurial Support Organizations (ESOs). ESOs are
organizations with a focus on supporting firms, this includes entities like the Veteran's Institute for Procurement and Apex Accelerator. Source: Nowak Metro Finance Lab (2024).
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Focus of This Analysis: Maryland’s Public Procurement Ecosystem (l1/1l)

This study analyzes Maryland's Public Procurement Economy - funds directly awarded by federal, state and local governments through contracts.

Buyers Place of performance™” Vendors™*

Our focus: Public procurement Our focus: Contracts Our focus: Maryland-based prime vendors
:_______________________________________—l performed in MD
} Federal | T -
| |
I Federal procurement involves government agencies : : :
: acquiring goods and services across the US. Our I I I
| emphasis here is on the direct procurement spending | I : I
I via contracts [ ! - I
| L S i Maryland-based Firms |
| | —|—t—  performedin | |
I : I : Maryland : ——:— MD-based firms are defined as vendors with headquarters |
: ——————— = | | | I I or operational offices in Maryland (the HQ or main office :
| State & Local I : | : : : that won the contract is in the state). Focus on primes™". |
[ | I
| | State and local procurement refers to purchases of | I | N — . : ____________________________________ J'
: I goods and services via contracts. This process is I— :_'
I governed by laws and regulations specific to the state |
I or local jurisdiction | I
| —_—— e —— ——— i Contracts ] ] ]
Non-MD-based firms are defined as firms whose

. ! perfo_rmed headquarters or offices executing the contract are

outside of located outside of Maryland.

Maryland

Pertains to the purchasing activities of private
businesses or non-governmental organizations, guided
by internal policies and market dynamics

See more details in Appendix B WL H \Within the project scope Outside the project scope

Note: (") The federal government awards contracts through its different entities and agencies, where the main economic activities are performed in different states, or regions. For example, if Fort Meade awards a contract
to perform an activity in Maryland, that is considered ‘federal spending in the state of Maryland. Conversely, if, for instance, Fort Bliss (a military base located in El Paso, Texas) awards a contract for an activity in Texas, such

as maintenance of the base, that is considered 'federal spending in Texas. (") Distinction based on place of performance of the contract (where the main economic activity is conducted). (***) Distinction based on recipient
location. (**") This study does not analyze subcontractors or subcontractors. Source: Nowak Metro Finance Lab (2024).



A Note on Procurement Spending

Focus of this report

This report aims to assess the size
of the public procurement
economy in Maryland by evaluating
federal, state and local
procurement spending.

We use the term "procurement
spending” to refer to procurement
dollars utilized via contracts,
regardless of the amount being
awarded, obligated, or spent.

In most of cases, procurement
spending refers to dollars awarded,
which may be different to dollars
spent.

Source: Nowak Metro Finance Lab (2024).

Limitations

Each level of government is tied to
different regulations, has different
procurement processes, and
captures procurement data in
different ways.

This poses limitations for
comparing procurement spending
across levels of government.

While reconciling the periods of
analyses is possible in most cases,
there are challenges in capturing
the same type of procurement
spending across different levels of
government.

Interpreting data & comparisons

When presenting procurement
spending for a certain level of
government, we specify the type of
procurement spending (e.g.,
awards, obligations, dollars spent)
and the period of analysis.

When doing comparative analyses,
since it is not fully possible to
capture the same type of
procurement spending for all levels
of government, we add
clarifications to interpret the
information and the biases that may
exist.

We avoid presenting comparisons
where biases could change the
insights extracted.



A Note on Federal Procurement Spending

This study analyzes, alongside state and local procurement spending in Maryland, federal contracts performed in the state.

What Is Considered Federal
Procurement Spending in MD

e  Type of award: Contract
° Primary Place of Performance: Bethesda, MD
e  Value(*): $18,695,731.00

° NAICS Code: 541715 (Research and Development
in the Physical, Engineering, and Life Sciences
(except Nanotechnology and Biotechnology))

e  Agency: Department of Defense (DoD)
e  Agency HQ: Virginia

e  Awardee: The Johns Hopkins University Applied
Physics Laboratory LLC

e  Awardee’s office location™ Maryland

Description: Air Warfare Systems

Why are we including it?:

The place of performance and type of award fit our criteria.

This contract's primary place of performance is in
Maryland, so it is included it in total federal spending in
Maryland. Since the recipient's legal business address is
also in Maryland, it is not considered part of local inflow or
leakage.

What Is Not Considered Federal
Procurement Spending in MD

e Type of award: Contract
° Primary Place of Performance: Austin, Texas
e  Value(**): $684,337.00

° NAICS Code: 541712 (Research and Development
in the Physical, Engineering, and Life Sciences
(except Biotechnology))

e  Agency: Department of Defense (DoD)
e  Agency HQ: Virginia

e  Awardee: The Johns Hopkins University Applied
Physics Laboratory LLC

e Awardee’s office location™ Maryland

Description: R&D for Tomahawk missile systems,
specifically flight testing and depot maintenance

Why are we NOT including it?:

The type of award meets our criteria, but the primary
place of performance doesn't. This contract is by a
Maryland-based vendor, so it is included in our inflow
calculation. However, since its primary place of
performance is Austin, Texas, it is not counted as
Maryland's procurement spending.

What Is Not Considered Federal
Procurement Spending in MD

e  Type of award: Grant

e  Primary Place of Performance: Maryland
e  Value(*): $4,344,138.00

e NAICS Code: -

e  Agency: Department of Defense (DoD)

e  Agency HQ: Virginia

° Awardee: The Johns Hopkins University Applied
Physics Laboratory LLC

e Awardee’s office location™: Maryland

Description: This grant focuses on developing advanced eye
protection and treatment systems for combat healing,
enhancing recovery and operational capabilities of military
personnel.

Why are we NOT including it?:

The primary place of performance meets our criteria, but
not the type of award: This award has Maryland as the
primary place of performance. However, since it is a grant,
it is not included in our federal procurement or
inflow/leakage calculations.

*%

Note: (") The awardees location is based on the state of the office handling the contract. So, if a firm's HQ is in Maryland but the working office is in Virginia, it counts as a Virginia firm. (") Values were calculated using
obligated amounts, which represents the aggregated sum of all obligations associated with a specific contract, summed across all transactions and modifications. Source: Nowak Metro Finance Lab (2024).
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The public procurement economy in Maryland accounts for at least 17.5% of Maryland's

GDP, signifying its importance in the state economy

Public sector procurement spending performed in the state of Maryland. Estimates of dollars awarded by government level, $B (FY 2022").

Federal (53%)
State (24%)

Local (23%)

Federal™*

7

This diagram does not include
contracts awarded by the USM

Countyvmnn Citytittn

68

Total

\

/

(o)
14.2 7% of Marylands GDP

Annually, federal, state, and local
agencies collectively spend at least
$68+ billion in Maryland to 9,100" prime
vendors, which comprises, at least, 14.2
percent of Maryland's GDP (FY 2022).
This figure does not include USM
procurement spending.

o ———

3.3% ofMb coP

Additionally, $16+ billion are awarded to
Maryland-based firms by the federal
government for performance in other

states (3.3 percent of Maryland's GDP, FY

2022).

|
|
|
|
|
|
|
|

- 17.5%*

of Maryland's
GDP

Notes: () Data from July 2021 to June 2022. (**) To prevent analytical distortion, a contract from the FBI valued at $978 billion, with an obligated amount of only $5.2 million, was excluded from the analysis. (") Data
extracted from the FY 2022 Procurement Advisor's Report. This figure does not include obligations by the USM, Morgan State U. and At Mary's U., among other small contracts. (****) Own estimate based on procurement

data (dollars awarded) for Baltimore City, Montgomery County, and Anne Arundel County, coupled with GDP data for each respective county. (

ggggg

Rockville City, alongside population data for each local jurisdiction. Source: USASpending; FY 2022 Procurement Advisor's Report, data received from government agencies, desk review.

) Own estimate based on procurement data in Hagerstown City, and
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The federal government is super sized, accounting for half of total procurement in
Maryland; major federal purchasers in the state include DoD, HHS, and VA

Public sector procurement spending in Maryland. Estimates of dollars awarded. $B (FY 20227, The procurement economy in

Maryland is super size,

*kkkk

|
|
|
|
*kkk 0.7 |
*% Fkk 12 0'9 » a
= 20 167" | mostly due to:
Federal 3.0 '
34 = |
State 03 S } Federal presence
| .
9.6 - | ﬁ % Federal procurement in
. Local | ﬁ ﬁ Maryland represents half of
: the total procurement in the
10.7 : state.
|
14.0 : Proximity to the
| .
| capital
l Maryland, DC and Virginia
I represent ~7.5% of total
: federal procurement.
DoD Others (St) Others (Fed.) HHS VA NASA MDOT DGS Montgomery Baltimore City MDoT SHA :
|
I O i
DoD Procurement Spending (obligations, FY 2022) MD VA DC PA us : \—7 IBIODD presence in
.--.
' 808
DoD Spending ($) $108B $273B $44B $83B $195B : DoD represents almost 40%
: of federal procurement
DoD share of federal procurement in the state (%) 37% 49% 20% 75% 62% | performed in the state of
: Maryland.
DoD spending as share of GDP (%) 2.3% 4.1% 27% 0.9% 0.7% |
[

See more details in Appendix C

Notes: (') The chart presents data from July 2021 to June 2022, except for MDOT SHA and Montgomery County, due to data limitations. For federal agencies, the chart presents dollars obligated. For other agencies, the
chart presents dollars awarded. (") The State Highway Administration (MDoT SHA) was excluded from this figure, and it is presented separately. This figure was obtained from the FY 2022 Procurement's Advisor's report.
(*"") Extracted from Maryland Department of General Services Annual Report. (*"**) Estimate based on CY 2022 and CY 2023 award data. (""***) Data for CY 2022. (""" ) Due to the high volume of data, figures for the US were
estimated. Source: USASpending; FY 2022 Procurement's Advisor's report; DGS Annual Report 2022; data received from government agencies.

12


https://www.usaspending.gov/search
https://bpw.maryland.gov/Publications/Procurement%20Advisors%20Report%20-%20FY%202022.pdf
https://dgs.maryland.gov/Annual%20Reports/2022_AnnualReport.pdf

Maryland has a large federal presence, including military facilities, federal offices,

research centers, and federally-funded support organizations”

Selected federal assets in Maryland
By type of asset.

R e i e e ]
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-
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Federal facility: NIH Biomedical Research Center

It's the nation's premier medical research
agency, supporting and conducting biomedical
research to understand health challenges and to
discover new ways to improve health.

In FY 2022, this federal facility obligated nearly $ 1.7
billion dollars to about ~746 firms, including ~195
from Maryland.

Private research center: Johns Hopkins T
Applied Physics Laboratory (APL) JOHNs HOPKINS

Is one of the largest federal vendors in Maryland.
This leading research center focuses on R&D in
engineering, national security and space science.
In FY 2022, the federal government obligated $1.5
billion dollars to Johns Hopkins Applied Physics
Laboratory (APL)"™*"

Federal facility: FDA
FDA headquarters are in Silver Spring (Montgomery
County). They oversee national regulatory policies
and spending focused on ensuring the safety and
efficacy of food, drugs, and medical products.

In FY 2022, in the state of Maryland the FDA
obligated (at least) $0.9 billion dollars to about ~430
firms, including ~81 from Maryland.

Military facility: Fort Meade

,‘./ Fort Meade is the

largest U.S. Army installation in
Maryland (by population). It is home to
several defense agencies, including the
NSA, DISA, and U.S. Cyber Command.
Fort Meade serves a crucial role in
national security and cyber defense
operations.

In FY 2022, this military facility obligated
$1.6 billion dollars to about ~250 firms,
< including ~50 from Maryland.

2 A N\ . /i This is one of the Navy's most important

/ \ %/ air stations. It has as a center for testing and
evaluating naval aviation systems, including aircraft,
airborne weapons, and equipment.

In FY 2022, this military facility obligated (at least) $1.5
billion dollars to about ~390 firms, including ~80 from
Maryland.

Military facility: Naval Air Station Patuxent River

\ 4

N A\ pr /7
Notes: (") Color code of the map represents the dollars obligated by the federal government in federal FY 2022 (which encompass October 2021-September 2022). Only selected examples are displayed, which are not

representative of the whole landscape. (") The location and number of military and federal facilities in the state of Maryland was extracted from DolT data catalog, which is publicly available. ("
agencies such as APEX Accelerator, MBDAs, and business centers, among others. ("""

) Encompasses

) 82% of the dollars obligated were allocated to R&D. As a result, despite being a private institution, Johns Hopkins Applied Phy'sics

Laboratory receives substantial funding from the federal government for research purposes. According to the HERD Survey by the NSF, half of Johns Hopkins University's fundlng comes from the federal government. 13
Source: USASpending; DOIT (1); DOIT (2); data received from government agencies, research.



https://www.usaspending.gov/search
https://data.imap.maryland.gov/datasets/1cf3ffca88b44d81b3f673c3084811a1/explore?location=38.791452%2C-76.496460%2C8.82
https://data.imap.maryland.gov/datasets/c321647b2d9e4f24aa612c67fab6f43d/explore

Maryland boasts a substantial federal vendor presence, with over 1,000 Maryland-
based firms having successfully grown their business with the federal government

We created a methodology” to identify Maryland-based vendors that grew their contracts with the federal
government in the last 15 years (including contracts performed in Maryland and outside of Maryland):

Presence of growing vendors™. By county, FY 2023, The state boasts a rich presence of federal vendors, with nearly 3,300

contracts in FY 2023""".
have managed to grow the size of their contracts with the federal

these 1,032 vendors, Maryland was their primary state of business.

. " Distribution of growing vendors in Maryland. FY 2023.
Presence of growing vendors

Maryland-based firms benefiting from increased payments through federal
Among these firms, we identified 1,032 federal vendors in Maryland that

government (contracts performed in and outside of Maryland). For 717 of

0,00 1,07 Sectors Counties™"" Self-Certified
Top 5 #. % Top 5 # % Top 5 # %
Computer o o L o
Montgomery County, Howard County, Systems Svcs. o1 19% Monigomery 338 33%  Minority 338 33%
Baltimore County, and Ba_ltlmore City Consulting 176 17%  Prince Georges 173 7% Woman 282 27%
have a presence of growing vendors pervices
higher than 1. This means that these Other prof 102 10% Howard 102 10%  Black 153 15%
counties have a higher proportion of pervices
growing firms than its proportion of A&E 93 9%  Baltimore 101 10%  \Veteran 142 14%
federal vendors. o
fec;sgzzc R&D 82 8%  Anne Arundel 86 8% Hispanic 49 5%

See more details in Appendix D

Note: () In this slide, we consider transactions (related to procurement spending) from the federal government in FY 2023, that goes from October 2022 to September 2023. We defined growing vendors as those that

present a positive variation between the avg. performance in the first 3 years of operations and the avg. performance in the last 3 years of operation.; were active in the last five years; have more than 3 years of operation;
and never went more than four years without securing a contract. (*) This metric is determined by calculating the ratio of the number of growing firms in a specific county to the total number of growing firms in Maryland,

and then dividing it by the ratio of all firms in that county to the total number of firms statewide. (***) This figure considers all active federal vendors based in Maryland that received at least one payment from the federal

government in FY 2023. (""**) These five counties accounts for 77% of the growing federal vendors in the state of Maryland. Source: USA Spending.
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This procurement economy is uniquely focused on Professional Services and IT: half of
all the federal and state procurement dollars in Maryland goes to these two sectors

]

Size of the opportunity @@E Primary subsectors

[®

(e

Maryland has significant spending
concentrated in Professional Services
and IT, allocating almost half of the
federal and state procurement dollars

At both the federal and state level, over
half of the spending goes to Computer
systems design, A&E services, and
management consulting.

BE®x
=

Key assets

Maryland's IT and Professional Services
sector is strong, bolstered by significant
R&D investments from universities,
extensive contracts from federal and
state agencies with local and out of
state firms, and a sophisticated pool

*hk

of educated workers™”,

every year".
$16.5 B (CY 2023, dollars Computer systems design: $ 5.3 B
awarded) :
Federal @ R&D: $5.1B

1,719 vendors (CY 2023)
Architectural & Engineering: $ 2.4 B

Higher education
institutions™"*

v

JOHNS HOPKINS
UNIVERSITY

Federal agencies

]

DHH NASA

Maryland's firms
(examples)

@ASRC

VPR
leidos ~etnsiy

Computer systems design: $ 5.1 B

$ 9.2 B (CY 2023, dollars
awarded) Architectural & Engineering: $ 2.6 B
369 vendors (CY 2023)

State™”

Mgmt. & technical consulting: $ 1.4 B

Higher education
institutions

sy T
@/ @/
LISWS ) L)
TRy N> TRy N>

3
College park Baltimore

State agencies

e mor

DIT DOT T

aAs

EAS

Maryland's firms
(examples)

HIT Al assurit)

See more details in Appendix E

Notes: () At the local level, although we do not have general estimates, we calculated that for both Baltimore City and Montgomery County, spending on Professional Services & IT accounted for $ 1.7 B out of $ 4.1 B of
2023 (dollars awarded, 43%). (") Data was estimated using BPW Agendas, DGS, SHA, and MDTA data for CY 2023. (***) Maryland ranks #3rd among states in Professional and technical workers in the US (~290k
employees, representing 12% of the total employment in the US). (***) In FY 2023, the Johns Hopkins Applied Physics Laboratory received over $1.7 billion via federal contracts related to R&D. That same year, according
to the HERD Survey by the NSF, Johns Hopkins ranked #1st in the US for Higher Education R&D, allocating $3.4 billion to R&D expenditures. More than half of their funding came from the federal government.
Source: USASpending, National Science Foundation (NSF) Statistics of U.S. businesses (SUSB), Comptroller of Maryland, Board of Public Works, DGS, SHA, and MDTA data.



https://www.usaspending.gov/search
https://ncses.nsf.gov/surveys/higher-education-research-development/2022#data

Similar and significant portions (roughly 46%) of state and federal procurement
spending are going to out of state firms

Deep dive*': Federal leakage size by sector and agencies.
Local leakage (CY 2023) Dollars awarded. CY 2023.

We define local leakage as the Sectors Leakage Size Leakage % Top 3 Vendors (outside of MD)
amourjt of feo!eral procurement uidehouse Inc. (VA)

spending designated to be Information Technology $35B 55% -Dell Marketing LP (TX)
performed in the state of Maryland -Minburn Tech Group (VA)

that is not Captured by . -Booz Allen Hamilton (VA)
Maryland—based firms (performlng Professional Services $39 B 38% -Deloitte Consulting (VA)

as prlme Contractors) -True North Communications (NY)

In FY 2023 federal Leakage size -Hensel Phelps Construction (VA)

i~ Construction $681 M 39% -Olgoonik Gral Inc (Alaska)
was $11.6 billion (46% of federal -Cashman Dredging & Marine Contracting (MA)
procurement spending designated
to be performed in the state of s -Northrop Grumman Systems (FL)
Manufacturing 1.0B 44% -Dell Federal Systems (TX)
Maryland). ~The Boeing Co. (DC)
In FY 2023, at both the state” level -Hydrogeologic (VA)
i Support Services™"" 46% Vectrus J&J facility Support (CL)
and federal level, we estimated $503 M “rce Mantenanca (1)
that 4 out 10 dollars went to out of
state firms. Amentum Services,Inc, (VA)

Other sectors $10 B 62% Walsh Federal LLC (IL)
Crowley Government Svcs (FL)

Total Leakage $11.6 B 46%

Notes: (') Data has been estimated using BPW Agendas for CY 2023. At the state level, we could only identify the location of 47% of the vendors. In those cases where we identified the location of the vendor,

approximately $2 billion out of approximately $5.2 billion went to firms outside of Maryland. (**) This analysis considers federal procurement dollars (obligated) performed in Maryland by primes in FY 2023 (from October

2022 to September 2023). Due to data limitations, we couldn't disaggregate the information by sector at the state level. (") Encompasses Administrative and Support and Waste Management and Remediation Services.

Sources: USA spending, Comptroller of Maryland, Maryland Governor's Office of Small, Minority, and Women's Business Affairs, FY 2022 Annual Report. _Prince George's County Procurement Forecast 2022.. Baltimore City

Current Contracts (2023) 16



https://www.usaspending.gov/
https://msa.maryland.gov/megafile/msa/speccol/sc5300/sc5339/000113/025100/025175/20210320e.pdf
https://www.princegeorgescountymd.gov/DocumentCenter/View/3839/Prince-Georges-County-Procurement-Forecast-PDF
https://procurement.baltimorecity.gov/files/requirement-list-4-3-23-websitexlsx

Data and interviews suggest the need for better support for minority-owned
businesses, with a particular focus on their journeys to become primes

MBE" participation by top sectors and levels of government. CY 2023.
Data is not directly comparable. MBE Spending
In MD, 51% of the population is of
Level MBE definition Type of Professional IT Construction Manufacturing / Support All sectors color, and 26% of Smpployer firms
Spending Services Supplies Services™ '
are owned by people of color.
Federal This refers to Prime 21% of federal procurement
businesses that have  Dollars awarded in spending performed in MD goes
poonseetiiedy Framsie ek e o s% 2% | foprimevendors selfcertied as
minority-owned in for subprime MBEs.
SAM.gov. spending. o
18% of state procurement
State™* spending goes to certified MBEs
Prime (primes and subs).
This refers to firms Dollars awarded in P
. . H O, O, O, [¢) o, 0, .
tthtS Eiftlif;ée in E\TV §%i3g§‘§4b§.£'me 2% 11% 5% 3% 6% 6% While federal and state figures
S -
orogram and fall are deducted. are not directly comparable,
under one of the they suggest the need for
following categories: _ better support for MBEs to
African American, Subprime become primes, especially at
Asian American., Dollars awarded in 27% 7% 10% 6% 7% 12% the state level
Hispanic American, FY 2023. '
B:iggi‘:{mge g Firms interviewed also pointed
Native American, or Total out the lack of mechanisms to
Women-owned. Dollars awarded in 28% 18% 24% 10% 13% 18% support their growth journeys
FY 2023. in procurement.

Notes: (") Minority Business Enterprise (MBE). (") Based on GOSBA Annual Report (FY 2023). To compare federal and state data, procurement categories within the GOSBA report were standardized based on federal

categories. For this analysis, Corporate Credit Card, Direct Voucher, and Human, Cultural, Social, and Educational Services categories were not assigned to a procurement category, although they are included in the
total for all sectors. (") Encompasses Administrative and Support and Waste Management and Remediation Services. (") US Census Bureau (2020) and Annual Business Survey (2021, which covers the reference year
2020). Sources: Maryland Governor's Office of Small, Minority, and Women's Business Affairs and USA Spending.
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(1) A federated
system

®
®+®
&
(2) A fragmented
ecosystem

(3) Lack of targeted
capacity building

Challenges: We identified four challenges that Maryland firms face to break into
Maryland’s public procurement system

(4) Untapped
opportunities

\With over 300 buyers across the
federal, state, and local levels of
government, Maryland's
procurement economy is highly
federated. Each level has a
different regulatory and policy
framework for procurement,
creating three distinct
procurement markets that firms
must navigate.

The procurement ecosystem -
inclusive of buyers, vendors and
support organizations - is
fragmented with limited
coordination, particularly in
identifying and addressing
resource needs of firms.

This hinders potential synergies
and places a burden on firms,
particularly those small firms
and MBEs.

Support for Maryland vendors
focuses on smaller firms, with
only a few programs designed
to build capacity and scale
Maryland-based, mid-size firms.

In Maryland's substantial
Professional Services and IT
sector, mid-sized vendors noted
significant challenges in
breaking into state procurement
(due to master contracting
practices and the complexity of
the state market), as well as
seeing limited support in
connecting to federal
opportunities in this sector.

“Prince George's Gounty has a lot of
requirements in building codes that
other counties do not. ... USM has a
different procurement process, and it
can be challenging”

- MBE firm in construction sector

Source: Nowak Metro Finance Lab (2024).

“The people want to understand the
opportunities ..They are creating
curriculum that we did not ask for”

- WOSB in professional services

“Firms need back office support and
assistance to build capacity and
continue growing. The main need is to
help them build capacity”

- Prince George's County-based business
development consulting firm

“We're like most companies and think
these vehicles [CATS+ and COTS+] give
a fair chance, but probably 10
companies get 80% of the work”

- Lanham-based MBE firm in IT sector
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(1) A Federated System (1/1): This is a federated system, with over 300 federal, state

and local buyers operating in the state of Maryland

Three public procurement markets
are conducting business in the same
geography and in similar sectors:

| | IT

i Q? 80+ federal agencies i (26% of total spending) 7%
| o :

Wi@ Professional Services 57%
i 70+ State agencies i (29% OftOfCI[ Spel’)dlng) °
! i Construction 96%
: S ! (20% of total spending) °
| 180+ local agencies : of total spending
Administrative & Support

' While different government levels | Services . 20%
! . . . ! (5% of total spending)

. often purchase similar items, :

. vendors typically do not operate i Manufacturing 2o,
| across markets freely (few vendors | (5% of total spending)

. serve more than one level). | Overall 74%

Overlap in federal, state and local procurement spending (prime awards above $100Kk)".
Dollars awarded. By primary sectors and subsectors. CY 2023.

overlap overlap

Computer Systems Design Services
Software Publishers
Data Processing & Hosting

ARE services

Management Consulting

Non-residential
Highway, Street, and Br

Utility System Construction

Building Equipment

Employment,

Investigation & security,
Buildings and Dwellings

Remediation & Waste

Medical Equipment

3.0%

35%

id
idge 3.9%

4.8%

1.7%

2.8%

See more details in Appendix F

These
vendors
concentrate
16% of the
total
spending in
Maryland.

Notes: (") The term "Overlap’ denotes the portion of total spending within a sector where activities (or subsectors) hold similarities across all three government levels. For vendor overlap it represent the share of vendors
within each sector that contract with more than one level of govt. (**) Includes Baltimore City. Sources: USA spending, Comptroller of Maryland, BPW, DGS, SHA, MDTA, Baltimore City and Montgomery County data.
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https://msa.maryland.gov/megafile/msa/speccol/sc5300/sc5339/000113/025100/025175/20210320e.pdf

(1) A Federated System (l11/11): Different procurement processes and practices create
different barriers to entry for smaller firms

Contract’s distribution by government level.
State level:

Prime awards (above $100k), CY 2023.

e The median contract amount for state contracts is nearly
three times that of federal contracts and around four
times that of local contracts.

Contract
Amount ($)

100M

e Competition is also limited due to the rise in master
contract vehicles, which limit bidding to a select group of
vendors in secondary competitions.™

10M

Federal level:

e Over the last decade, the average size of federal
contracts in Maryland has increased by 59%, while the
number of Maryland firms contracting with the federal
government decreased from 5,500 in 2014 to 3,500 in
2023.

™

$349K™*
(median)

$250K
(median)

100k I |

Local Federal State
It is becoming increasingly difficult for smaller firms to
access opportunities in the procurement economy due to
contract sizes that necessitate evidence of past performance
and additional resources (i.e., working capital).

Note: While award information is included for all government levels and contracts are
filtered to exceed $100,000 to better align with state award thresholds, there may still be
discrepancies in the captured data due to variations in procurement practices across
agencies and the challenges to manually develop a state-level database”.

See more details in Appendix G

Note: (") Own calculations based on our analysis of award data for CY 2023 from federal procurement data (USA spending), state procurement data (BPW, DGS, SHA, MDTA), and local procurement data (Baltimore City

and Montgomery County). Data displayed only includes contracts exceeding $100k. Top sectors were defined as described in the previous slides. (") A master contract is a form of an indefinite delivery, indefinite quantity

(IDIQ) contract vehicle whereby a vendor can bid to become a master contractor based on their qualifications. Then, task and purchase order RFPs are issued in a secondary competition where only those approved as

master contractors can submit bids for the actual task or purchase order. Prior to state procurement reforms during the 2017-2019 period, master contracting was limited to only MDolT, however changes to the state

procurement law and regulations have enabled the procurement vehicle to be used in all areas. The FY 2023 Procurement Advisor's Report discusses the increase in master contracting and its implications for 21

competition. (***) The median contract at the federal level won by Maryland-based vendors was $329K in CY 2023. Source: Nowak Metro Finance Lab (2024).



(2) A Fragmented Ecosystem: Buyers across levels of government and the Maryland
support ecosystem are working separately

Federal agencies State agencies Support providers

8 O+ agenaes

Highlight:

- The 8(a) Program is actively leveraged
to support and develop small
disadvantaged businesses

- DoD leads federal contracting in the
state and is heavily utilizing the 8(a)
Program to empower small businesses

- Several federal agencies hosts the
Vendor Day, which facilitate direct
engagement with potential contractors

$

agenaes

70+
M Or

E MARYLAND DEPARTMENT
L ‘Maryland OF TRANSPORTATION
MARYLAND DEPARTMENT DEPARTMENT OF

OF TRANSPORTATION GENERAL SERVICES STATE HIGHWAY
ADMINISTRATION

Highlight:

- GOSBA administers the statewide MBE,
VSBE and SBR programs to improve the
standing of SWMBEs state procurement

- MDOT manages MD's MBE certification
process

- MDOC hosts the Office of Military and
Federal Affairs focused on supporting
local businesses to be more competitive
in federal procurement

$

15-!- universities

i

UNIVERSITY ‘I'I"

OF MARYLAND  JoiNg HOPKINS
UNIVERSITY

THE STATE

Highlight:

- Maryland ranks #4th among states with
higher R&D investments though
academic institutions”

- HopkinsLocal is an institutional
commitment from JHU to source and
build the capacity of local, diverse
workers and firms, particularly in the
construction process

$

O-I- support providers

MARYLAND

ACCELERATOR
Assist and Win

LOCAL

Highlight:
- The Maryland APEX Accelerator is
focused on expanding the number of

businesses capable of participating in
government contracting

- Montgomery County Chamber of
Commerce hosts the Veterans Institute
for Procurement

- Prince George's County EDC holds a
training program CertifyPG & Prosper

$

Suppliers serving this market™

100 700+ growing ™" LOCKHEED MARTINF ’Ieidos
9! (Maryland-based and out of state)

federal vendors

1,650+ federal
vendors™”

MD has a robust ecosystem of firms in the

sectors Professional Services and IT: Booz | Allen | Hamilton

Note: (') In 2022, $5.2 billion were invested on R&D efforts (66% of those investments came from John Hopkins University). (**) Estimates from USA spending, BPW, DGS, SHA, MDTA, Baltimore City and Montgomery
County award data for CY 2023. (**") Accounts for active Maryland-based firms that transacted with the federal government in CY 2023. (") We defined growing firms as those firms that between 2008 and 2023 presented
a positive variation between the avg. performance in the first 3 years of operations and the avg. performance in the last 3 years of operation; were active between 2019-2023; have more than 3 years of operations; and
never went more than four years without securing a contract.

Source: USASpending, Nowak Metro Finance Lab (2024).


https://www.usaspending.gov/search

(3) Lack of Targeted Capacity-Building: The current ecosystem of capacity-building
efforts has a low proportion of procurement-relevant content for mid-size firms

Maryland public procurement system requires new,
targeted capacity-building efforts for firms to increase

* k%

participation in the state's procurement economy**".

m?—@ The small business support ecosystem in Maryland has a broad range
of services and programs, with some sector focus on high-growth
industries.

We mapped 60+ support providers’; only about a third have
24 procurement-related curriculum content or services (see the list in
the Appendix).

c@ Business needs: Support to navigate the
@‘\__‘fon fragmented system, (end-to-end) certification
T coaching, support on bid application, one-on-one
counseling and growth capital (especially revolving
credit).

®
ﬁﬂﬂ Growth focus: Better support for those mid-size

firms that can serve existing contracting
opportunities. The median contract amount for
state contracts is nearly 3x that of federal contracts,
and nearly 4x that of local contracts (CY 2023). This

e o e e e e difference in even bigger for contracts in the
Professional Services sector.

@ Few firms reported using these resources. Half of the firms

——— interviewed reported not using any local or federally-funded resources;
one-third of firms interviewed reported using non-federally funded and
local programs to grow their business; half of the firms interviewed
reported using the APEX Accelerator or SBDC.

® Misalignment between the current ecosystem and business needs.

“Many businesses don't know how to get "We had challenges in getting capital in (}\\3 .
certified. Those that became certified do not the scaling and development of the @ Sectoral focus: Help Maryland firms, particularly
know how to navigate procurement” software...we were denied from TEDCO and 77 those in the sectors that concentrates most of the
PN other Maryland Commer ce prod ?r:lsr:iew procurement spending (e.g., IT and Professional
Services), to become state primes and tap into
See more details in Appendix H & | more federal procurement opportunities.

*x

Note: () This research was conducted primarily through desk research and stakeholder referrals and may not be exhaustive. (") According to the CDFI Treasury program (as of 2021, last certifying year), MD has 15 certified

CDFls headquartered in the state, slightly under the national median, the state has some banking institutions that invest in ESOs and programming, such as FSC First and M&T Bank, in addition to several capital programs

from the MDoC. (***) The state procurement economy refers to public procurement led by federal, state, and local agencies in the state of Maryland. Sources: Nowak Lab desk research including lists from Buy Local 23
Baltimore, The Maryland Entrepreneur Hub, The Maryland Department of Commerce and the Baltimore Small Business Resource Center.



(4) Untapped Opportunities: at least $27 B were awarded in CY 2023 to firms in
Professional Svcs. and IT, yet almost 6 out of every 10 dollars went to out-of-state firms

"""""""""""""""""""""""""""""""""""" . Procurement spending and vendors by level of government.
In CY 2023, federal, state and local Estimates by primary sectors. Awards above $100k. CY 2023.

the sectors Professional Services and IT.

| _ | $6.3B $5.2B $1.5B $131B

2 Over 2,500 vendors served this demand. 758 vendors 174 vendors 187 vendors 1,117 vendors
L3 e estimated that 6 out of 10 dollars in grOfejssional $10.2B $4.0B $256M $14.5B

. ' | Services

@ the sector went to out of state firms (at 1,052 vendors 200 vendors 233 vendors 1,484 vendors
; both the federal and state levels). |

| | Constructi $2.2B $8.0B $489M $10.2B

| : : : | onstruction

! MId—S!Zeq vendors mentioned that 760 vendors 250 vendors 81 vendors 567 vendors
! breaking into state procurement could !

| be more challenging than entering | Administrative $1.0B $1.2B $68M $2.3B
federal procurement and reported Services 270 vendors 278 vendors 36 vendors 582 vendors
i limited support to connect to more | $2.28 $12.8M $52M $2.38

: federal opportunities. | | Manufacturing ' ' '

: 760 vendors 10 vendors 45 vendors 815 vendors
| At the state level, increases in master | Mamy MBE in th Fa—— o .

! . . * “Many in the region do federa “The state needs to increase competition.
Contrac_tllng and contract §!zes reduce ! procurement, and don't attempt state level There's not enough competitive

! competition and opportunities for new | procurements given the complexity in their procurements”

| ' rocurement processes”

. firms ! p p

! ' | Regional Chamber Maryland based IT firm

Notes: () First, we found that the median contract amount for state contracts in this sector is almost 5x that of local and federal contracts; larger contracts can preempt smaller firms from participating. Additionally, the
increasing utilization of master contracts, as noted in the FY 2023 Procurement Advisor's Report, appears to be most prominent in IT and Professional Services. Source: Nowak Metro Finance Lab (2024).
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The path forward: We identified a set of functions that need to be present in Maryland
to turn the procurement economy into a driver of growth for local and diverse firms
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