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Presenter
Presentation Notes
The Department of Defense and the over 150,000 members of the Defense Acquisition Workforce are currently facing major cost challenges.
This briefing focuses on the USD(AT&L) concept of Better Buying Power – How we can obtain better efficiencies and productivity in our Defense spending.

BBP is an ongoing effort.  This briefing is marked, “draft,” to indicate more updates will be coming, but the information contained herein is useful for the workforce to utilize in understanding and implementing Better Buying Power in their programs.

This is an abbreviated briefing for general use in the classroom (or other venue with time constraints that do not allow presentation of full RDT).  For more information on BBP 2.0, refer to the DAU BBP RDT briefing.


BBPI 2.0 Team

Hal Ernest Sam King
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U OSD(AT&L) Better Buying Power Initiative

THE UNDER SECRETARY OF DEFENSE

BBP PROGRAM SUCCESSES

Stryker

The Army generated considerable savings in the Stryker
program by combining FY412 buys of 292 Double V-Hulls
and 100 Nuclear BioChemical Reconnaissance vehicles
into a single contract, gaining economies of scale, and is

estimating up to 5 cent savings in its production of Sy 1 -
SPECIAL ISSUE JTRS Handheld radios through incentives to incorporate
tt commercial components and technologies. u I an Ce
-
Bu Ying
The F-22 System Program Office realized a 15 percen
efficiency during Increment 3.2A neg ons using

Should Cost analysis. The Air Force successfull)
identified and implemented specific cost saving
initiatives to address areas in the softwarc
development process that were above industn
benchmarks. This effort resulted in a 15 percen
reduction and $32 million savings in cost for Incremen
3.2A.

MEMORANDUM FOR ACQUISITION, TECHNOLOGY AND LOGISTICS WORKFORCE

« USD(AT&L) launched BBP in 2010 to

. The Department ca

le. We will work wil

restore affordability and productivity to
Defense spending

« BBP Challenges the way we think about
our programs to achieve greater efficiency

« BBP 2.0 builds on this beginning to further
instill a culture of cost consciousness and
increase procurement efficiencies



Presenter
Presentation Notes
Beginning in 2010 and continuing today, Better Buying Power seeks the fundamental transformation of the DoD acquisition culture to one of efficiency and cost consciousness. BBP 2.0 demands that we build efficiency and cost consciousness into the routine of our program offices!



ZAU

Better Buying Power 2.0
A Guide to Help You Think

BBP 2.0 reflects the Department of Defense’s commitment to
continuous improvement — must make it part of our culture

Overarching acquisition principles underlie BBP and all that we do

Think

People Count

Start With the Basics
Streamline Decisions

BBP 2.0 encompasses 34 initiatives organized into seven focus areas
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Achieve Affordable Programs

Control Costs throughout the Product Lifecycle
Incentivize Productivity & Innovation in Industry
and Government

Eliminate Unproductive Processes and Bureaucracy ety
Promote Effective Competition cosy
Improve Tradecraft in Acquisition of Services '

B

Improve the Professionalism of the Total
Acquisition Workforce



Presenter
Presentation Notes
Better Buying Power (BBP) is the implementation of best practices to strengthen the Defense Department’s buying power, improve industry productivity, and provide an affordable, value-added military capability to the Warfighter.  BBP starts with the fundamentals of acquisition and reminds us to do the critical thinking to achieve greater efficiencies in our programs. 
BBP 2.0 reflects DoD’s commitment to continuous improvement.  Significant progress has been made since BBP was first introduced. Affordability analysis is now part of the standard Defense Acquisition Board (DAB) planning process to facilitate investment decisions; Should-Cost estimates are being used as standard practice within the military Services; and competitive incentive contracts, services acquisitions, and small business opportunities are receiving greater attention and focus. Many initiatives that were first introduced will remain, while a set of new initiatives have been identified and are being added to address current fiscal realities. The basic goal of BBP remains: deliver better value to the taxpayer and Warfighter by improving the way the Department does business. BBP 2.0 initiatives are organized into seven focus areas: 
	Achieve Affordable Programs 
	Control Costs Throughout the Product Lifecycle 
	Incentivize Productivity and Innovation in Industry and Government 
	Eliminate Unproductive Processes and Bureaucracy 
	Promote Effective Competition 
	Improve Tradecraft in Acquisition of Services 
	Improve the Professionalism of the Total Acquisition Workforce 
Each initiative ensures that essential warfighting capabilities are delivered within the constraints of a declining defense budget by better managing the costs of acquisition. 



Overarching Acquisition Principles
Stars to Steer By

ZAU

Think

- Apply our education, training and experience
- Creative, informed, thorough
- Do not default to perceived ‘school solutions’

People Count

- Professional preparation to think well

- Policies/processes of little use without acquisition professionals trained & supported
- People and professionalism - Acquisition leaders drive results more than any policy

Start with the Basics — Acquisition Fundamentals Work
- Effective incentives to industry — especially competitive pressures
- Understand and manage technical risk
- Demonstrated progress before major commitments
- Getting big early decisions right — particularly requirement tradeoffs
Using the right contract type for the job

Streamllne decisions

- Streamline processes/oversight to provide value added
- Directing differences of opinion to the appropriate decision makers
- Allow managers to be more effective by protecting their most precious resource - time

These principles have always been valuable...and will increase in value as our

acquisition environment becomes more volatile
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Presentation Notes
Better Buying Power (BBP) starts with “Thinking” – careful application of overarching principles to your particular situation and program.  Don’t fall into the trap of applying “cookie-cutter” solutions to every problem.  

BBP 2.0 adds the element of the professionalism of the workforce.  Get your folks the training they need and continually address it.  Recognize excellence and motivate your teams to pursue excellence.


ZAU

Better Buying Power 2.0

Achieve Affordable Programs

Mandate affordability as a requirement
Institute a system of investment planning to derive affordability
Enforce affordability caps

Control Costs Throughout the Product Lifecycle

Implement “should cost” based management

Eliminate redundancy within warfighter portfolios

Institute a system to measure the cost performance of programs and
institutions and to assess the effectiveness of acquisition policies
Build stronger partnerships with the requirements community to
control costs

Increase the incorporation of defense exportability features in initial
designs

Incentivize Productivity & Innovation in Industry and Government

Align profitability more tightly with Department goals

Employ appropriate contract types

Increase use of Fixed Price Incentive contracts in Low Rate Initial
Production

Better define value in “best value” competitions

When Lowest Price Technically Acceptable is used, define
Technically Acceptable to ensure needed quality

Institute a superior supplier incentive program

Increase effective use of Performance-Based Logistics

Reduce backlog of DCAA Audits without compromising effectiveness
Expand programs to leverage industry’s IR&D

Eliminate Unproductive Processes and Bureaucracy

Reduce frequency of higher headquarters level reviews
Re-emphasize Acquisition Executive, PEO and PM responsibility,
authority, and accountability

Reduce cycle times while ensuring sound investment decisions
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Promote Effective Competition

Emphasize competition strategies and create and
maintain competitive environments

Enforce open system architectures and effectively manage
technical data rights

Increase small business roles and opportunities

Use the Technology Development phase for true risk
reduction

Improve Tradecraft in Acquisition of Services

Assign senior managers for acquisition of services
Measure productivity using the uniform services market
segmentation

Improve requirements definition/prevent requirements
creep

Increase small business participation, including through
more effective use of market research

Strengthen contract management outside the normal
acquisition chain — installations, etc.

Expand use of requirements review boards and tripwires

Improve the Professionalism of the Total Acquisition Workforce

Establish higher standards for key leadership positions
Establish increased professional qualification
requirements for all acquisition specialties

Increase the recognition and support of excellence in
acquisition management

Continue to increase the cost consciousness of the
acquisition workforce — change the culture

***Green are new in BBPi 2.0***


Presenter
Presentation Notes
Here are all 34 initiatives organized in 7 focus areas.  We won’t address all of the initiatives in this briefing, but we will focus on those that effect, and can be affected the most by, the program offices and members in the workforce.
Some of the 2.0 initiatives are a continuation from BBP 1.0.  Those in green text on this slide are new in 2.0.


BAU

Achieve Affordable Programs
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Presenter
Presentation Notes
The first section of the briefing will examine the focus area, Achieve Affordable Programs.


B
aAU Mandate Affordability as a Requirement

 Affordability means conducting a program at a cost constrained by the
resources the Department can allocate for that capability
— DoD has a history of starting programs we can’t afford and later canceling them

— Affordability is established by the Programmer Community based on the likely
future budgets and available funding to acquire and sustain the product portfolio

 What's New

— Affordability analysis will be conducted at the portfolio level and will result in
“affordability goals” at MDD / MS A and “affordability caps” at pre-EMD / MS B

— The requirements validation authority will validate the requirement — Capability
Development Document (CDD) Validation decision - prior to Pre-EMD and MS B

— Active engagement between the MDA and the requirements validation authority during
the development and review of proposed requirements trades is essential to ensuring the
requirement is technically achievable and affordable

— Affordability caps set at Pre-EMD or MS B decision points for unit procurement and
sustainment costs and are considered equivalent to a KPP
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Presentation Notes
Affordability means conducting a program at a cost constrained by the resources the Department can afford to allocate for that capability. Mandating affordability as a requirement consists of setting affordability goals (e.g. acquisition unit cost, O&S costs, etc.) and affordability caps (by MS B).
An affordable program is a program the Department can afford to buy. 
In general, affordability constraints are the product of budget, inventory, and product life-cycle analysis within a portfolio context.  They are not the product of cost analysis but a constraint on costs.  A program is defined to be affordable if the driving cost elements – usually production and sustainment – can be accommodated within the modernization and recapitalization plan for the portfolio.  If not, then either a lower cost product or identifiable reductions in another component portfolio must be pursued. 
Establishing affordability requirements is a DoD/Service level process. Affordability analysis will center on capability/mission portfolio areas. Each program will have an affordability goal established at MDD or MS A, and an affordability cap established at the Pre-B (Pre EMD) decision point. 
The PMO is responsible for conducting Systems Engineering Affordability trade-off analyses to identify the design attributes that relate to needed capabilities and that drive program cost. The program manager uses the results of the trade-off analyses, showing how the program cost varies as design attributes and schedules are varied (affordability drivers), to establish the cost-effective design point for the program. 
The requirements validation authority will validate the CDD prior to the Pre-EMD decision or MS B decision point (DoDI 5000.02 draft).


B
aAU Mandate Affordability as a Requirement

« Key Implementers and Examples

— Portfolio level affordability analysis processes being refined by DoD
Components

— Program level SE trade-off analysis guidance covered in new DAG Chapter 4

— Joint Light Tactical Vehicle (JLTV)/TARDEC Advanced Concepts Lab use of
System Modeling and Competitive Prototyping to inform key technical trades
and achieve affordability goals for unit cost prior to EMD phase

« Key Takeaways
— New DAG Chapter 4, Systems Engineering updated summer 2013
— New DoDI 5000.02 coming fall 2013

— Early phase systems engineering and close coordination with requirements
developers are key enablers

— If cost growth occurs, then requirements must be changed to stay within
affordability caps — or the program will be terminated
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Presentation Notes
The JLTV program worked with engineers, requirements experts with the Army's Training and Doctrine Command and industry partners during the TD phase to identify and, in some cases, trade-off less crucial requirements in order to lower the per-unit vehicle price to a range of $250,000 and still develop substantial leap-ahead capability. These cost-informed trades, along with the integration of mature technologies, allowed the JLTV program to shorten the EMD phase from 48 to 33 months. The JLTV program capitalized on the benefits of competitive prototyping during the TD phase, where the efforts of multiple vendors substantially improved the fidelity of the designs, and increased confidence in operational performance.
JLTV made use of a Whole Systems Trade Study (WSTS) group that focused on whether the KPPs and other key requirements were achievable at the whole system level. On the JLTV program, the Tank and Automotive Research, Development, and Engineering Center Advanced Concepts Lab (TARDEC ACL) served as a WSTS Group by building full computer models of a government design for JLTV, and also analyzing industry designs as they matured. They analyzed whole system achievability, as well as manipulating designs to answer ‘what if’ questions. The WSTS group government designs were also used as alternatives in the AoA, and portions of the WSTS group participated in the AoA. For JLTV, the computer modeling done by the WSTS Group was especially important in the decision to increase the JLTV underbody protection requirements and inform other system requirements trades. ��


BAU

Control Costs Throughout the
Product Lifecycle


Presenter
Presentation Notes
The next section of the briefing will examine the focus area, Control Costs Throughout the Product Lifecycle.


Implement “Should Cost” Based

B
\ EAU Management

« Should cost management scrutinizes every element of government and
contractor costs and looks at reasonable measures to reduce them

« Don’t accept the ICE as a self-fulfilling prophesy
« Qurjob is not to spend the budget - it’s to get all the value for the $ we can

 What's New

— PMs’ performance evaluation should consider effective cost control including
Implementation of should cost

— Should cost targets required for all ACAT I-Ill (services and products) programs

« Key Implementers
— Benchmark against similar programs

— Promote Supply Chain Management to encourage competition and incentivize
cost performance at lower tiers

— Track cost schedule performance trends and identify ways to improve
— Take full advantage of integrated DT/OT to reduce overall cost of testing

Classroom BBP Brief Sep 13 10


Presenter
Presentation Notes
SC management applies to any acquisition program that has a budget. SC management is a continual effort by acquisition program managers and their program teams to eliminate unnecessary, unproductive costs and inefficiencies from their programs. 

SC targets are based on efficiencies—how work is accomplished—and not the scope of the work to be accomplished, in contrast to Affordability, which is focused on the scope of the program and its requirements. 

BBP 2.0 is focused on building on the successes and reinforcing mechanisms of SC management under BBP 1.0. 
Services will now require programs down to ACAT III to establish SC targets.
Program Managers performance evaluations should consider effective cost control, including SCM.


Implement “Should Cost” Based
Management

BAU

e Examples
— Use of traditional operations research methods to identify and prioritize cost reduction
opportunities (AIM-9X Program)
 Fishbone diagram to conduct root cause analysis and identify cost drivers

« Combined Pareto and Business Case Analysis to identify and prioritize best cost reduction
opportunities

 Discrete Plan of Action and Milestones developed for each actionable cost reduction initiative
 Establish measurable targets, consolidate into SC baseline, and monitor progress

— AIM-9X Active Optical Target Detector manufacturing improvements reduced unit

production cost AIM-9X

— DDG 51 shifted from sole source to performance specification-based competition for
Main Reduction Gear (MRG) DDG-51

— Guided Multiple Launch Rocket System (GMLRS) bundled FY12 and FY13 procurements

GMLRS

— Stryker used a bundle buy concept to achieve economies of scale by combining order
for 294 Double V-Hulls (FY11) with 100 NBCRVs (FY12) Stryker

— F-22 conducted Should Cost Reviews on vendor proposal to inform negotiations prior to
major contract awards. F-22
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Presentation Notes
AIM-9X program is a good example to illustrate SC management at the tactical level. The AIM-9X PMO applied classic operational research methods to identify, analyze, and develop actionable plans for discrete cost reduction initiatives. Other examples of successful SC cost reduction initiatives are listed here, with more detail provided in back-up slides (hyperlinked).  


Implement “Should Cost” Based
Management

BAU

« Key Takeaways

— A continuous and sustainable Should-Cost estimating process is a vital
program management tool

— Realized SC savings generally have been reinvested in the original program

— Savings from SC efforts often used to fund the inevitable "unknowns" that
are otherwise unaccounted for

— Stability of Will-Cost baselines are a challenge to effective SC management.
Continuing Resolution and budget cuts affect SC initiatives

— Program access to the right expertise is key to conducting SC activities

— Submitting SC proven practices and lessons learned provides valuable and
worthwhile help to other programs — AND the Department!

— Every acquisition manager’s performance evaluation should consider
effective cost control, including implementation of SC management

— Al ACAT I, II, I must have established SC targets

— ACAT | programs, PMs and PEOs report should cost targets and progress in

achieving them via DAES and DAB reviews
Classroom BBP Brief Sep 13
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Presenter
Presentation Notes
Listed here are some takeaways from SC management efforts that have been implemented throughout the Department. 

For definitions to distinguish between SC savings, affordability initiatives, and cost avoidance, see USD(AT&L) Should Cost memo, 11 Aug 2011



®
poial J  Affordability or Should Cost?

“Affordability as a requirement” directs that we establish quantified
goals for unit production cost and sustainment costs for our products,
driven by what the Department or Service can pay. We should set these
goals early and use them to drive design trades and choices about
affordable priorities...

“Should-cost” asks us consciously to do something different...to
continuously fight to lower all our costs, wherever that makes sense.
Should-cost is a tool tomanage all costs throughout the life cycle and it
operates in parallel with the effort to constrain our requirements
appetites...Should-cost is focused on controlling the cost of the actual
work that we are doing and expect to do.

- USD(AT&L) Memo, “Should-cost and Affordability” Aug 24, 2011
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“Should-cost can be applied to anything that we do and to any source of costs, including costs for services and internal government costs as well as contracted product costs. Should-cost targets are often stretch goals we expect our leaders to do their best to reach; we expect them to be based on real opportunities, but to be challenging to execute. Unlike affordability requirements, we do not expect them to always be achieved, but we do expect strong efforts to do so.
Should-cost and affordability can come into conflict early in programs, particularly before MS B, when an affordability requirement may have been defined based on expected budgets, but it is too early to define should-cost estimates for future production or sustainment of products, because we have not yet defined the design. This is also the time when spending money on efforts to reduce future costs can have the biggest payoff. As a result, during the early stages of product development, the priority should be toward establishing affordability constraints and working to provide the enablers to achieve them in the ultimate design. In the early phases of programs, should-cost can still be constructively used to control program overhead and unproductive expenses and to generally reduce contracted development costs, but it should not keep us from making sound investments in product affordability.”
Rodgers, Philip, SES, OSD-ATL, 3/25/2013, These are two concepts often conflated by programs we see.   And the analysis associated with each should normally come from very different places. Affordability is something the program offices should be getting from higher HQ.  They CANNOT normally be expected to derive the number themselves....but they will have to live with the answer as if it were a KPP. 
Army Acquisition Three-Star Talks Budget Challenges, New Modernization Approach Posted on InsideDefense.com: September 8, 2011 LTG Phillips said…“In the past we were less willing to trade performance and requirements. The paradigm for PMs was 'We execute requirements.' The changing paradigm is that we challenge those requirements so that they're affordable, executable, and they can be delivered on schedule...” 


@PAU Build Stronger Partnerships with the
&, Requirements Community to Control Costs

« More than anything else, requirements drive costs. The acquisition and
requirements communities must cooperate closely and continuously to
ensure requirements are technically achievable and affordable. Acquisition
leaders need a thorough understanding of user priorities, and requirements
leaders need a better understanding of cost performance trade-offs and
technical risk implications

o What's New

— Requirements validation point being added to Defense Acquisition Framework
between MS A and Pre-B Decision Points
* A check for affordability and technical feasibility prior to the Pre-EMD review

— Greater emphasis placed on use of Configuration Steering Boards to “monitor,
review, and, if necessary, modify requirements to control cost and schedule...”

Acquisition and Requirements must collaborate from warfighter

requirement inception throughout the program lifecycle
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Presentation Notes
Service requirements authorities are a critical participant in the acquisition system and acquisition leaders must work with requirements leaders early and effectively throughout the lifecycle of a product.  Poor requirements definition at inception, requirements rigidity, and instability invariably lead to inefficiencies and sometimes to program failure.

Acquisition leaders need to understand user priorities, and requirements leaders need to understand cost performance trade-offs and technical risk implications. This can only happen if there is a strong continued communication between the req’ts & acquisition communities. 
BBP 2.0 introduces additional mechanisms that are meant to improve communication between the acquisition and requirements communities. In addition to the initiatives outlined here, AT&L has instituted a practice of attending Joint Requirements Oversight Council (JROC) meetings.

Configuration Steering Boards (CSB):
Draft DoDI 5000.02 requires PMs to identify and propose, on an annual basis, a set of de-scoping options to the CSB that will reduce program cost or moderate requirements. CSB will recommend what option, if any, should be implemented to the Requirements Validation Authority and the MDA.

CSBs should be held as often as needed to support timely acquisition decisions rather than be driven by the calendar. Additionally, deliberations of CSBs should be highly visible to and coordinated with the JROC, particularly when required changes to KPPs or KSAs could jeopardize a program’s military utility or affordability. 


BAU

Incentivize Productivity & Innovation
In
Industry and Government
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Presentation Notes
The next area we will look at is the focus area of “Incentivize Productivity and Innovation – in Industry AND Government.”


=
aAU Employ Appropriate Contract Types

« What's New

BBP 2.0, expands guidance to emphasize use of contract type(s) appropriate for the
products or services being acquired

« Key Implementers

FAR/DFARS provide for a range of contract types for a reason (“one size does not fit all”)
Selected contract type should be a manifestation of risk

« Key Takeaways
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Identify available & potential contract types

Consider commerciality of the requirement

Consider acquisition method (FAR Part 13-15, 17: Simplified; Sealed Bid; Negotiation;
Special)

Consider cost risk associated with the contract action

Consider appropriate performance incentives

Consider the accounting system adequacy

Document contract type rationale and selection
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Presenter
Presentation Notes
References used in the compilation of this slide:  
-Contract Types:  http://www.acq.osd.mil/dpap/cpf/docs/contract_pricing_finance_guide/vol4_ch1.pdf
-BBP 2.0:  http://bbp.dau.mil/bbp3focus.html
-FAR Part 16
-USD AT&L Memo in Defense AT&L Magazine dated Mar-Apr 2013 “Use of Fixed-Price Incentive Firm Target (FPIF) Contracts in Development and Production

Narrative:  BBP 1.0 emphasized the use of FPIF contracts with a 50/50 share line and 120% ceiling as a point of departure particularly when moving from development to production.  Too often, programs moved from cost-reimbursement contracts to FFP without adequately considering an the FPIF contract.  Unfortunately, instead of using the 50/50 share and 120% ceiling percentage as a point of departure and justifying the use of a different contract type, differing share ratios or ceilings using a FPIF contract, organizations reacted by using this guidance as the “default” position thus, swinging the pendulum too far in the opposite direction.  BBP 2.0 seeks to emphasize the fact the DoD has a myriad of contract types available to use depending on the unique acquisition situation, risk inherent in the acquisition, desired outcomes and other factors.  
Critical thought is required. There is no “school solution.”
A wide selection of contract types (see FAR 16.101) is available to the program office to provide needed flexibility in acquiring the large variety and volume of supplies and services required by agencies. 
See also FAR 16.104 for factors in selection of contract type. The contracting officer should consider the following when selecting and negotiating the contract type:
(a) Price competition. Normally, effective price competition results in realistic pricing, and a fixed-price contract is ordinarily in the Government’s interest.
(b) Price analysis. Price analysis, with or without competition, may provide a basis for selecting the contract type. The degree to which price analysis can provide a realistic pricing standard should be carefully considered. 
(c) Cost analysis. In the absence of effective price competition and if price analysis is not sufficient, the cost estimates of the offeror and the Government provide the bases for negotiating contract pricing arrangements. It is essential that the uncertainties involved in performance and their possible impact upon costs be identified and evaluated, so that a contract type that places a reasonable degree of cost responsibility upon the contractor can be negotiated.
(d) Type and complexity of the requirement. Complex requirements, particularly those unique to the Government, usually result in greater risk assumption by the Government. This is especially true for complex research and development contracts, when performance uncertainties or the likelihood of changes makes it difficult to estimate performance costs in advance. As a requirement recurs or as quantity production begins, the cost risk should shift to the contractor, and a fixed-price contract should be considered.
(e) Combining contract types. If the entire contract cannot be firm-fixed-price, the contracting officer shall consider whether or not a portion of the contract can be established on a firm-fixed-price basis.
(f) Urgency of the requirement. If urgency is a primary factor, the Government may choose to assume a greater proportion of risk or it may offer incentives tailored to performance outcomes to ensure timely contract performance.
(g) Period of performance or length of production run. In times of economic uncertainty, contracts extending over a relatively long period may require economic price adjustment or price redetermination clauses.
(h) Contractor’s technical capability and financial responsibility.
(i) Adequacy of the contractor’s accounting system. Before agreeing on a contract type other than firm-fixed-price, the contracting officer shall ensure that the contractor’s accounting system will permit timely development of all necessary cost data in the form required by the proposed contract type. This factor may be critical—
(1) When the contract type requires price revision while performance is in progress; or
(2) When a cost- reimbursement contract is being considered and all current or past experience with the contractor has been on a fixed-price basis. See 42.302(a)(12).
(j) Concurrent contracts. If performance under the proposed contract involves concurrent operations under other contracts, the impact of those contracts, including their pricing arrangements, should be considered.
(k) Extent and nature of proposed subcontracting. If the contractor proposes extensive subcontracting, a contract type reflecting the actual risks to the prime contractor should be selected.
(l) Acquisition history. Contractor risk usually decreases as the requirement is repetitively acquired. Also, product descriptions or descriptions of services to be performed can be defined more clearly.






Employ Appropriate Contract Types
Risk Considerations

BAU

Factors to Consider in Selecting Contract Type

* Adequacy of the contractor’s
accounting system

« Concurrent contracts

* Extent and future of
subcontracting opportunities

* Acquisition history

* Price Competition

« Complexity of the requirement

* Urgency of the requirement

* Period of Performance (e.g. Prod Qty)
 Technology Maturity

Align with
Technology & Mfg
Maturity

CPAF* CPFF CPIF FPI (F) FPAF FFP (not all inclusive)

* - Use of CPAF requires extreme justification, to include lack of any objective criteria for incentive
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Presentation Notes
References used in the compilation of this slide:  
See previous slide for notes pages continuing to this slide on factors to consider in selection of contract type.  For more information on the cost accounting system, see FAR Part 42.  See FAR 42.302 (a)(12) which shows approval of an accounting system is one of the four contract administration functions that cannot be retained by the PCO (along with CAS administration, negotiation of FPRAs and establishment of final indirect and billing rates).  Also see DFARS 242.75 and the clause at DFARS 252.242-7006.  The DCAA website at www.dcaa.mil has a booklet for contractors that details the characteristics of good accounting system.
Do not confuse a contractor’s accounting system with cost accounting standards (CAS).  CAS is covered in FAR Part 30 as supplemented and 10 USC 9900.

From top to bottom, this slide depicts the general flow of determining contract type.  The top area represents the need to recognize and understand where the risks lie, across the contract type spectrum, for the Government and the Contractor.
Next we need to explore the various factors to consider, as they pertain to cost, schedule, performance and the commensurate acceptable risk for each.
Lastly, the defined acceptable risks are aligned with existing technology and manufacturing readiness levels and an acceptable contract type is assigned (market research and pre-solicitation conferences aid in this process).




D
aAU Better Define Value in “Best Value” Competitions

e FAR: Using the term “best value” in a competitive source selection indicates:
— The Gov't is assessing all evaluation factors — not just cost - in relation to one another
— Gov't Is open to paying more (to a point) than the minimum price bid for a product or
service that provides more than the minimum needed performance

« What's New: Components are directed, where possible, to
— Quantify the value, in terms of an increased premium they will pay, for proposals
exceeding the threshold level of performance, and
— Include this information in solicitations to industry

« Key Implementers
— Clearly define and articulate -.in the solicitation - the value associated with providing
capability that is above minimum levels
— Determine which evaluation factors support the overall intent of the RFP and if it will
reward offerors should they provide a superior capability. Limit criteria to those that:
« Add value
Clearly identify the basis of evaluation and award
Preserve the offerors’ flexibility to propose innovative solutions
Convey a clear understanding of the Government’s requirements
Specify areas where the offerors can make technical & cost tradeoffs in proposals
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CAPTURING BEST VALUE IN SOURCE SELECTION: A METHODOLOGY THAT QUANTIFIES VALUE

Goal Factor Methodology: We have examined best practices from programs that have been successful in illustrating to Industry the relative value of capabilities in quantitative terms (frequently in dollar figures). The following “Goal Factor” methodology is one technique that has been utilized to effectively convey value. 
Step 1: Determine Acceptability of a Proposal
The following factors are examples of common mandatory criteria that may be evaluated:
· Technical Compliance. Includes key performance and system requirements, systems engineering, product support, program management, etc.
· Technical Risk. Includes technical maturity, ability, etc.
· Past Performance. The past performance evaluation considers each offeror’s demonstrated recent and relevant record of performance in supplying products and services that meet contract requirements.
· Affordability Target. The Department examines the offeror’s initial proposal price, referred to within this methodology as the “Total Proposed Price” (TPP), to ensure it does not exceed an amount stated in the RFP.
Step 2:  Determine if goal factors (high value objectives) are met and calculate a total evaluated price (TEP)
Proposals are evaluated to determine if specified Goal Factors (Valued Objectives) are met. 
Goal Factors are stated in the RFP which list the Threshold/Objective values of a requirement that the Department has placed high value on and is willing to pay an additional $ if the objective achieved. 
Step 3:  Award contract based on adjusted price
The Department assesses each offeror’s TEP and awards the contract to the offeror with the lowest TEP.


Best Value Example

B
\ aAU Combat Rescue Helicopter

 Six objective requirements from previous CRH program were
Important enough to warrant pursuit during source selection

« Affordability analysis proved that two of the six requirements would
be too costly for any proposed platform; four objective
requirements remained during the competitive process

« The “Goal Factor” methodology was then applied to the RFP to let
potential bidders know the specific value of the Goal Factor
capabilities and that exceeding a goal or proposing unrequested
capabilities would not be rewarded

By clearly communicating
Government objectives, offerors
proposed higher capability
solutions only on those objectives
of value to the Government!
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COMBAT RESCUE HELICOPTER
The full trade off approach was used in defining the Combat Rescue Helicopter (CRH) acquisition strategy.  During acquisition strategy development, the program office worked with the user to determine whether any objective requirements should be pursued during the competition. Analysis identified that six Capability Development Document (CDD) objective requirements for the Air Force’s previous rescue helicopter program that was cancelled had been reduced to threshold requirements in the final CRH CDD. The six objective requirements were deemed important enough by the user to warrant pursuing them during source selection. However, the affordability analysis proved the two countermeasure objectives would drive a significant cost increase across any proposed platform that would exceed available budget. Additionally, these two countermeasure objective requirements could be added to any platform post source selection, if desired by the user in the future. Based on this analysis, the decision was made to only pursue four objective requirements during the competitive process. The “Goal Factor” methodology was then applied to the RFP to let potential bidders know the specific value of the Goal Factor capabilities and that exceeding a goal or proposing unrequested capabilities would not be rewarded.

The reality is that some source selections conducted have not adequately considered whether the benefit of achieving an objective/maximum capability warrants a price premium. The result is that—void of clear performance goals that yield fair valuation for increased performance—offerors have sometimes defaulted to proposing the lowest acceptable capability solutions at the lowest price solely to gain the competitive edge while dismissing their ability to offer an above‐threshold capability. The Department may value and possibly pay more for the objective capability yet this was never fully defined in the Request for Proposal (RFP).
Without clearly stating what objectives are of value to the Government, and providing the dollars which equate to value, industry has two options.  1.  Default to lowest acceptable capability solutions at the lowest price or, 2. Propose capabilities which far exceeded the Government’s objectives (and budget).  By providing to industry those objectives for which we are willing to pay a premium, and dollarizing the value placed on those objectives, we allow industry to propose higher capability solutions (but not excessive) within budget.




@ .
Increase Effective use of
\ aAU Performance-Based Logistics (PBL)

« Where Do We Stand?
— < 5% of DoD systems, sub-systems and components covered by a PBL
— High Sustainment Costs — Financial incentives not aligned to life cycle affordability

— Dismal Reliability for Transactional Sustainment -~ Availability Impacted

» What's New
— BBP 2.0 PBL Requirement is New | .
* Why? PBL delivers readiness at reduced cost ~ gzzy Tl —

Assessment, Management, and

by rewarding innovative cost reduction initiatives NaMw " g
g s oy O

» How? PBLs deliver performance versus parts -

Ar;ad Product Support
apon Systems (Oct 24, 2009)

* DASD(MR) Proof Point Study (Nov 2011)

» Properly structured and executed, PBLs reduce cost per unit-of-performance while
driving up system, sub-system and component readiness

 Average annual savings for programs with generally sound adherence to PBL tenets is
5-20% over the life of the PBL arrangement compared to transactional support

« Annual DoD Logistics Spending is ~ $185B* and growing!
—  $85 B in maintenance
—  $73Bin supply

— $27 B in transportation
Classroom BBP Brief Sep 13

FY 2012 NDAA
Public Law 112-81

® DEFENSEREY

FY 2010 NDAA

rrrrrr

These are the primary areas
PBL can Improve * FY12 expenditure
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Performance-Based Logistics is an outcome-based support strategy that provides an integrated, affordable support solution that meets needed warfighter readiness.   
BBP 2.0 pays particular attention to contract arrangements that provide financial incentives to industry to deliver needed readiness at reduced cost by encouraging and rewarding cost reduction activities. 
Without performance-based incentives, the government often got large inventories of unreliable equipment!
Contractors were incentivized to sell spares and repairs to the Govt – not to optimize readiness.  There was no incentive to improve performance.  Additionally, the Government assumed all the risk for operational performance.
PBL lets the provider share in the risk as well as the reward and ties the provider’s performance to war fighter outcomes.

There is a  top level takeaway as a result of the Proof Point Study - 
When PROPERLY STRUCTURED AND EXECUTED, PBL’s do reduce cost and increase performance.  The study showed that even with less than perfect execution PBL still delivered on performance and cost compared to transactional arrangements. The Proof Point study found that there was a conservative 10% savings when a program followed at least some PBL tenets. 

With average DOD sustainment spend in the neighborhood of $185B in FY12 – and growing to approximately $210B in FY13!  Even only a small portion of this dollar amount could be transitioned to a PBL arrangement, this  would represent a large cost savings/avoidance opportunity and is in keeping with better buying power/should cost affordability directives.





®
aAU Increase Effective use of PBL

« Key Implementers
— Produce OUTCOMES, not OUTPUTS
— Performance is a package, vice transactional goods and services

— Document performance, support, resource requirements in Performance
Based Agreements (PBAS)

— Establish Product Support Integrators (PSls) to integrate and manage all
(contract and organic) sources of support

— Establish incentives to promote “ win-win” relationships and achievement of
performance outcomes

— Leverage public-private partnerships (PPP) to make best use of organic and
commercial capabilities in long-term collaborative relationships

— Contract terms provide for long-term (5+ years) relationships

— Funding provisions incentivize investment

— Contractor assumes higher risk but risk offset by flexibility and opportunities
— Metrics should be few, generally five or less

[ PBL Success = Focus on the “End-State” Performance — NOT the “How To”
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These are 10 PBL Tenets to keep in mind, which are posted on DAU’s PBL Community of Practice (CoP).  These tenets are based on lessons-learned from multiple sources: 

Center for Naval Analyses Study (2011)
Cost & Readiness Impact of PBLs On Flying Hour Program
Improved Readiness Metrics On PBL Items
Statistics Suggest PBLs Yielded Savings
OSD PBL Proof-Point  (2012)
Project Led By OSD Material Readiness 
Reviewed Cost & Performance On Sample PBLs Across Services
Documented Cost And Performance Improvements
NAE PBL Study, Joint NAVAIR, NAVSUP, And DLA Team
Cataloged NAE PBL Contracts
PBL Lessons Learned And Recommendations Report 
Updated NAVAIR PBL Guidance and Best Practices Memo
University of Tennessee under contract to the United States Air Force
Outcome was the “Tenets of PBL, Second Edition, A Guidebook to the Best Practices Elements in Performance-Based Life Cycle Product Support Management”



i\

Increase Effective use of PBL

 Key Takeaways
— New PBL Community of Practice launched

1 Feb 13 https:acc.dau.mil/pbl

— Cross-functional resource for PBL tools,

processes and lessons-learned

Designed for Program Management,
Contracting, Systems Engineering,
Financial Management

Not just for Loggies!

Government and Industry encouraged to
participate

Contents

Key Tenets, Enablers & Stakeholders
Definition & Overview

Value Proposition & Benefits

Policy & Guidance

Award Winning Programs

Project Proof Point & BBP 2.0

Proven Practices & Service Initiatives
Tools & Training and Reference Library
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QJ- Performance Based Logistics Community of Practice

Conduct a Search

Content & Member Profiles n] All Communities H

Main View  All Contributions

Welcome

@ ke

(Al B

The Basics

Ask a Question Add Content

Whats New Q&A Blogs Members

( Performance-Based Logistics (PBL)\

Improving DoD Materiel Availability and Reliability
While Reducing O&S Costs and Mean Down Time

Links of Interest

< [l &

Proxtrt Supproet ) FIM Bl

=
y/ v
A e Adh A Prodewr

oed
Cortrmns Learming
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As part of the BBP 2.0 PBL initiative, DAU was tasked to incorporate PBL learning assets into curricula for the Life Cycle Logistics, PM, Contracting and Systems Engineering career fields. 

Intended as a high-value interdisciplinary resource, DAU deployed a new PBL Community of Practice (PBL CoP) on 1 Feburary 2013. 

This new CoP provides extensive PBL information, references, tools, and resources in support of the defense acquisition workforce. The intent of this new CoP is to provide workforce members with instant access to a wide range of PBL references and resources  to design, develop, validate, and execute  PBL arrangements. 

The new PBL CoP is organized into eight primary sites - PBL Basics, Policy & Guidance, Results & Successes, Frequently Asked Questions, BBP 2.0, Tools & Training, Product Support Manager (PSM) Resources, and an extensive Reference Library, including a library of PBL-related reports and articles from 1998 to the present.

Additional efforts to integrate PBL learning assets across competency areas is underway to include resident, distance learning and continuous learning modules. 
 
 
 



Eliminate Unproductive
Processes and Bureaucracy

Classroo m BBP Brief Sep 13
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The next area we will look at is the focus area of …Eliminating Unproductive Processes and Bureaucracy.


@ .
Re-emphasize AE, PEO and PM
EA‘J Responsibility, Authority, and Accountability

o Key Takeaways
— Staff and support organizations provide support — decision advisors are not decision
makers
— Elevate issues raised by outside influences to appropriate decision makers — don’t allow
outside influences to impede effective /efficient progress without command approval
— PM for an ACAT I or IA
» Should be assigned during the planning and preparation leading to a milestone or
decision point
« Should lead the final effort for approval of entering the phase
» Should manage the execution of that phase
» A measure of PM performance should be the successful execution of the phase they
planned in parallel with the long-term risk management for optimum long-term success
— Tenure agreements are a best practice

Authority for acquisition execution, and accountability for its results,
have become vastly diluted. Program managers have in effect been deprived
of control over programs. They are confronted instead by never-ending
bureaucratic obligations for making reports and gaining approvals that bear
no relation to program success. (Packard Commission)
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The Chain-of- Command is being bogged down by informational briefs, gaining approvals and never-ending bureaucratic obligations.  PEOs and PMs trying to manage  programs get bogged down on informational briefs at every level of staff.  Promptly direct differences of opinion to appropriate decision makers
PM’s need to elevate through the chain of command any outside influences impeding efficient and effective progress of moving the program forward thru milestones, reviews, and document approvals
Suggest  Tenure Agreement  be submitted as an artifact in a SAR, DAES, DAB
Not all services have tenure agreements.  Look at what's out there and craft one that fits your program.
We need this to capture services contracts and special interest programs  mentioned in BBP 2.0 guidance ltr 
The Law addresses tenure and length 
When a group of PM402 students were asked if they have signed tenure agreements - many hands went up
When the same group was asked, “how many of you fulfilled your agreement?” not a single hand raised
Best Practice: Tenure agreement that shows clear written chain of command




ZAU

Promote Effective Competition

“Nothing else works as well as competition to drive down costs.”

Classroom BBP Brief Sep 13

-

Honorable Frank Kendall,
USD/AT&L BBP 2.0
Implementation brief at
Ft Belvoir, VA, 25 Apr 13
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The next area we will look at is the focus area of … Promoting Effective Competition


B
aAU Open Systems Architecture / Data Rights

* Key Implementers
— OSA is a mechanism for invoking effective competition to improve early
planning and execution
1. Business Model and Data Rights strategy
2. Implementation over life cycle
— Five Core Principles
(Business)
1. Strategic Use of Data Rights
2. Enterprise investment strategies
3. Life Cycle Sustainment Strategy (Plug and Play)
(Technical) |
4. Modular designs with loose coupling and high cohesion .
5. Lower Development Risk via System-Level Designs

Sole Source J&A's will be reviewed more stringently
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OSA is a strategic “Business and Technical” acquisition approach that leverages the commercial market-place in a way to control and optimize design features to ensure that a level-field of competition provides the best valued product for our war-fighter in a timely basis.
Core Principles:
Strategic use of data rights to ensure a level competitive playing field and access to alternative solutions and sources, across the life cycle;
Enterprise investment strategies, based on collaboration and trust, that maximize reuse of proven system designs and ensure we spend the least to get the best;
Aggressively transform our life cycle sustainment strategies for software intensive systems through proven technology insertion and product upgrade techniques;
Modular design based upon standards, with loose coupling and high cohesion, that allow for independent acquisition of system components; and
Dramatically lower development risk through transparency of system designs, continuous design disclosure, and Government, academia and industry peer reviews.

The fundamental question to achieving these core principles:  “Can one or more qualified third parties add, modify, replace, remove, or provide support for a component of a system, based on open standards and published interfaces for the component of that system”





B
aAU Open Systems Architecture / Data Rights

« Key Takeaways
— Resources

DoD OSA CLE 012
DoD OSA Contract Guidebook https:/lacc.dau.mil/osaguidebook
CLE 068, Data Rights

Data Rights Brochure: “Better Buying Power: Understanding and
Leveraging Data Rights in DoD Acquisitions”

Learn how to Break Vendor Lock

CLE 041, Software Reuse

OSA Web Site https://acc.dau.mil/osa

Contract Guidebook https://community.forge.mil//group/osa-quidebook

— Examples

Surface Electronic Warfare Improvement Program (SEWIP)

Anti-Submarine Warfare’s (ASW) Advanced Processing Build/
Acoustic-Rapid COTS Insertion (ASW/ARCI)
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Key Takeaways/Best Practices:

More guidance has arrived.  Much can be obtained through the DAU website whether it be a continuous learning module or access to reference materials.
The OSA guidebook contains very useful information and recommendations for RFP/contract language (customizable cut and paste) and 11 Appendices for Strategy and Execution. 

Appendix 10, Breaking and Avoiding Vendor Lock, contains 3 successful case studies on OSA/Data Rights:
Unmanned Aircraft Systems Control Segment Working Group Ground Control Station (UCS-WG GCS)
Subs Acoustic Rapid COTS Insertion Program
ONR Surface Electronic Warfare Improvement Program (SEWIP).  



https://community.forge.mil/group/osa-guidebook
https://community.forge.mil/group/osa-guidebook
https://community.forge.mil/group/osa-guidebook
https://community.forge.mil/group/osa-guidebook
https://community.forge.mil/group/osa-guidebook

Technology Development Phase
Risk Reduction

BAU

« Key Implementers

— Acquisition professionals must have a deeper understanding of risk and the
steps necessary to reduce that risk — and insist that industry reduce those risks
during TD

— Technology Readiness Assessments need to be more robust. PM’s need to
work with their system engineer to think about how the TRA can be better used
to mitigate risk.

— Assuming competitive prototyping is part of the strategy, the Gov’t needs to
Incentivize contractors to reduce the true product risk as part of the down-select
In the source selection.

— TRL-6 of prototype cannot be used to avoid professional engineering judgment
and independent risk assessment of the design

* Prototype usually does not represent the totality of the design — therefore cannot
mitigate the total design risk
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Acquisition professionals “must have a deeper understanding of the risk inherent in products under consideration and of the steps needed to reduce that risk, and they must insist that industry reduce those risks during the TD phase.” 
The government “traditionally has failed to require meaningful risk reduction during the TD phase and permitted industry to conduct prototype TD programs without the needed connection to the risk in the product that will actually be built”. 
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Improve Tradecraft
In Acquisition of Services
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The next area we will look at is the focus area of …



Improve Requirements Definition/
Prevent Requirements Creep

BAU

o What's New

— Multi-Functional Teams (MFTs) leading services acquisitions valued at $1B or more will
participate in a DAU Service Acquisition Workshop (SAW), or an equivalent program, prior to
seeking acquisition strategy approval (Army: SAW required >$250 Million for services)

« SAW is an interactive workshop that helps teams apply performance-based techniques to
develop Performance Work Statements — improves the quality of requirements documents,
reduces costs, increases likelihood of effective competition, shortens acquisition lead times

« Key Implementers
— Leadership support, MFT commitment, using available tools
« Key Takeaways

— Acquisition Requirements Roadmap Tool (ARRT) at: http://sam.dau.mil
(Assists development of PWS and QASP documents using standard formats)

— Reference: Director, DPAP Memo - Service Acquisition Workshops, 6 December 2012
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Mr. Ginman directed the completion of a Service Acquisition Workshop (SAW) for select acquisitions because most traditionally described requirements do not do an adequate job of expressing the government's needs in clear, performance-based objective format with measureable performance standards.  We now have over four years of history conducting SAWs and evidence that the process results in greatly improved requirements documents, reduced program costs, and more satisfied customers.  
The Acquisition Requirements Roadmap Tool is a tremendous aid in getting the requirements documents generated, such as the PWS, QASP and PRS.  The tool can be 
downloaded at the Service Acquisition Mall (SAM) website.  The SAM website also contains a wealth of additional information to assist acquisition teams with their service acquisition needs, to include links to the DoD Service Acquisition Guidebook and the seven-step service acquisition process.

http://sam.dau.mil/

B
aAU Service Acquisition Workshops

« SAW history/successes
— First SAW conducted in 2009

— 100+ SAWs conducted to date
« Estimated $75B worth of programs have completed a SAW workshop
* Acquisitions ranging from relatively simple installation services up to complex
MDAP-level programs

— Tailored DAU facilitation teams that integrate professors from contracting and
functional areas as SMEs, depending on the acquisition

— Resources
+ https://acc.dau.mil/CommunityBrowser.aspx?id=252669&lang=en-US - SAW link
« https://acc.dau.mil/CommunityBrowser.aspx?id=21990&lang=en-US - Best Practices

+ https://acc.dau.mil/CommunityBrowser.aspx?id=466940&lang=en-US - Guidebook for the
Acquisition of Services
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This slide and the next provide a brief history on SAWs and provides examples of SAWs that were of great use to the customer.

https://acc.dau.mil/CommunityBrowser.aspx?id=252669&lang=en-US
https://acc.dau.mil/CommunityBrowser.aspx?id=21990&lang=en-US
https://acc.dau.mil/CommunityBrowser.aspx?id=466940&lang=en-US

Increase Small Business Participation
Through More Effective Use of Market Research.

BAU

« What’s New
— Emphasis on market research to look at areas where there is a healthy SB industrial
base and where competition can lead to efficiencies and productivity
« Key Implementers

— Start market research and communication with small businesses early, as soon as the
requirement is identified

— Employ the use of SD-5 Market Research document dated Jan 2008 coupled with the
DoD Market Research Report Guide dated May 2012 (Included in revised ACQ 265)

— Acquisition members review or take CLE 028 (Market Research for Engineers and
Technical Personnel) and CLC 004 (Market Research)

— Contact federal and non-federal resources, such as the Small Business Administration,
state and local governments, and university small business centers — sources of
information for potential SB providers

« Key Takeaways

— Small Business Maximum Practicable (MaxPrac) Opportunity Analysis Model at:
http://www.acg.osd.mil/osbp/gov/index.shtml#MaxPrac

— Market Research/Market Intelligence

http://www.acqg.osd.mil/dpap/cpic/cp/market research.html
Classroom BBP Brief Sep 13
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References:  Myth-Busting memo 2 Feb 2011, Executive Office of the President, Office of Management and Budget

Market research is an acquisition team responsibility.  One of the benefits of conducting thorough market research is that you can identify 
small businesses that can either perform your requirement as a prime contractor or as a sub/partner.  There are multiple sources of information, 
both within and outside the government to help you in this endeavor.  Many are shown here.

http://www.acq.osd.mil/osbp/gov/index.shtml
http://www.acq.osd.mil/dpap/cpic/cp/market_research.html
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Improve the Professionalism of
the Total Acquisition Workforce
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And the final area we will look at is the focus area of …Professionalism of the Workforce.
Background (Title 10, USC 1706):
Government performance of certain acquisition functions (a) GOAL.—It shall be the goal of the Department of Defense and each of the military departments to ensure that, for each major defense acquisition program and each major automated information system program, each of the following positions is performed by a properly qualified member of the armed forces or full-time employee of the Department of Defense:
(1) Program executive officer.
(2) Deputy program executive officer. (3) Program manager.
(4) Deputy program manager. (5) Senior contracting official. (6) Chief developmental tester.
(7) Program lead product support manager. (8) Program lead systems engineer.
(9) Program lead cost estimator.
(10) Program lead contracting officer.
(11) Program lead business financial manager.
(12) Program lead production, quality, and manufacturing. 
(13) Program lead information technology.
(b) PLAN OF ACTION.—The Secretary of Defense shall develop and implement a plan of action for recruiting, training, and ensuring appropriate career development of military and civilian personnel to achieve the objective established in subsection (a).




Continue to Increase the Cost Consciousness of
the Acquisition Workforce — Change the Culture

BA

« What’s New .
— A continued commitment to controlling cost These commitments
— Increasing productivity — animate everything in
. : BBP 1.0 and 2.0
— Providing greater value to the warfighter and the taxpayer _

« Key Implementers

— These same commitments have to animate all of us in order to improve acquisition
outcomes

« Key Takeaways
— Spending the budget is not the goal
— Don’t fixate on meeting obligations rates over value received
— Don’t worry more about spending the budget than whether you can spend it efficiently

Specific Actions

— Practice and reward behaviors that benefit the taxpayer and warfighter by obtaining the
best value possible for the dollars entrusted to us
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LM&R has established a Cost Consciousness Accountability Team
Working Strategic communications plan that includes improving cost visibility/cost management within the CLS and PBL vehicles and infusing cost consciousness into existing curriculum



BAU

Last Thoughts...

BBP 2.0

Classroom BBP Brief Sep 13

Reemphasizes proven acquisition best practices

Is a continuation of the process begun by BBP 1.0 to drive down
costs and receive the best value for each dollar spent

Identifies acquisition methods and practices that can help us
better provide our customers

— the capability they need
— for the resources available

Is a living process of vigorous implementation and further
refinement — it has to become routine in our programs

Requires innovative and thoughtful planning and execution

— Encourages the acquirer to creatively adapt to the specific
circumstances of their program

Intent is to increase the cost consciousness of the workforce —
to change the culture
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BBP 2.0 encompasses very little that is brand new – it institutes known best practices and encourages all acquisition personnel to engage in innovative and thoughtful planning and execution of their programs.
In these tough times we HAVE TO BE more efficient than ever.
It has to become routine in our program offices.


BACKUP



ZAU

Better Buying Power 2.0

Achieve Affordable Programs

Mandate affordability as a requirement
Institute a system of investment planning to derive affordability
Enforce affordability caps

Control Costs Throughout the Product Lifecycle

Implement “should cost” based management

Eliminate redundancy within warfighter portfolios

Institute a system to measure the cost performance of programs and
institutions and to assess the effectiveness of acquisition policies
Build stronger partnerships with the requirements community to
control costs

Increase the incorporation of defense exportability features in initial
designs

Incentivize Productivity & Innovation in Industry and Government

Align profitability more tightly with Department goals

Employ appropriate contract types

Increase use of Fixed Price Incentive contracts in'Low Rate Initial
Production

Better define value in “best value” competitions

When Lowest Price Technically Acceptable is used, define
Technically Acceptable to ensure needed quality

Institute a superior supplier incentive program

Increase effective use of Performance-Based Logistics

Reduce backlog of DCAA Audits without compromising effectiveness
Expand programs to leverage industry’s IR&D

Eliminate Unproductive Processes and Bureaucracy

Reduce frequency of higher headquarters level reviews
Re-emphasize Acquisition Executive, PEO and PM responsibility,
authority, and accountability

Reduce cycle times while ensuring sound investment decisions
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Promote Effective Competition

Emphasize competition strategies and create and
maintain competitive environments

Enforce open system architectures and effectively manage
technical data rights

Increase small business roles and opportunities

Use the Technology Development phase for true risk
reduction

Improve Tradecraft in Acquisition of Services

Assign senior managers for acquisition of services
Measure productivity using the uniform services market
segmentation

Improve requirements definition/prevent requirements
creep

Increase small business participation, including through
more effective use of market research

Strengthen contract management outside the normal
acquisition chain — installations, etc.

Expand use of requirements review boards and tripwires

Improve the Professionalism of the Total Acquisition Workforce

Establish higher standards for key leadership positions
Establish increased professional qualification
requirements for all acquisition specialties

Increase the recognition and support of excellence in
acquisition management

Continue to increase the cost consciousness of the
acquisition workforce — change the culture
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Here are all 34 initiatives organized in 7 focus areas.  We won’t address all of the initiatives in this briefing, but we will focus on those that affect, and can be affected the most by, the program offices and members in the workforce.


B
Y33 Affordability & Should-Cost

Pre-Life Cycle

MSA

D

EMD P&D

>

CBA

Mission/Capability
Portfolio

(Includes minimizing
redundancy within
Warfighter portfolios)

e
Will-Cost
Baseline

R 3
D)

K
<D

—_—>
Should-Cost
Baseline

Prior Year
Current Year
Out Year 1
Out Year 2

Budget Year 1
Budget Year 2

Affordability Analysis

Out Year 3

Out Year 4

-Affordability Target
Unit Acquisition Cost
Annual Unit O&S Cost

-Establish Binding Affordability Caps in APB
-Will-Cost Baseline in FYDP based on ICE
-MDA approved Should-Cost Target Updated
-Program schedule justification/approval

Cost

RDP Pre B

>
» SE trade-off analyses to
define cost-effective design
point to support RDP.
Informs validation of CDD
and Affordability Cap at Pre
B Decision Point.

»Focus on affordability of
Design (unit acquisition cost
& sustainment cost)

» Apply should-cost to

control program overhead

and unproductive expenses=p
wlo saﬂifimg-sbum
im7estment in product
affordability

»Increase defense
exportability features in
initial designs

B -Establish Economic Production Rate

-Intellectual Property Strategy

Performance )

Range
-Leverage Learning Curves

/\
/) >

FRPD

MS C
> Will-Cost—based on ICE/SCP/POE of affordable design—drives

resource planning and budgeting.

»Apply Should-Cost to drive down all elements of program cost,
including acquisition and sustainment costs of the product design.

» Actionable Cost Reduction Initiatives (CRISs)

> Should-Cost baseline drives program execution.
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BUILD SLIDE-2 clicks

This slide is intended to tie these initiatives together in the context of the Acquisition Life-Cycle Framework and also clarify the relationship between “establishing affordability as a requirement” and “should-cost” management. 
Prior to MS B focus is on meeting affordability with regard to the design. Should-cost still applied to things like program overhead and other unproductive expenses, but without sacrificing investment in product affordability. 
Post MS B focus is on driving down all elements of program cost, including elements directly related to the design. 
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poial J Savings Related to Should-Cost

Will-Cost
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PEO
Should-Cost
Execution

Planned SC
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MDA at
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Savings

<€

*Savings are considered realized
on FFP contracts once contract is
negotiated

*Other contract types after
sufficient confidence has been
established that savings will be
achieved .-

Execution

*PMs request release of funds on
hold at periodic reviews or at an
out of cycle review if necessary
*PM presents SC target updates
at periodic reviews in accordance
with service policy.

Realized SC

>

Savings

<€

Reallocated
consistent
with statutory
limitations and
DoD/Service
Policy

Realized

savings are
used to update

models for
future Will-Cost

\ estimates /
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Each service and component should have a process in place to manage planned and realized should cost savings. Process should allow for periodic SC updates from the PM to the chain of command and allow for release and use of SC withholds, as required, to accommodate in scope program changes. The decision to reinvest realized savings in the a program or to use those savings for other priorities must be within statutory and DoD/Service policy limitations.


B
EAU Success Story - AIM-9X Block |l

 Applied traditional operations research methods to identify
and prioritize cost reduction opportunities

— Fishbone diagram } O

— Pareto Analysis P

— Plan of Action and Milestones —

— Establish measurable targets T~

— Monitor progress — )
 Accelerated production deliveries

« Leveraged FMS for EOQ buys
 Active Optical Target Detector manufacturing improvements

V)

Realized savings: $21M for Lot 11
Projected savings: $82M (FY11-15); $595M over program of record
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From CAPT John Martins, PM AIM-9X, 2011 PEO/SYSCOM briefing:
Aggressively applying Should-Cost Management and effective contract negotiations yielded $21M savings in Sep 11 for Lot 11 (Purchased 120 units for $21M less than planned) 
•$664K Unit price was 43% less than 1 year ago 
•22% less than $857K opening negotiation position 
•Savings purchased an additional 28 units, reinvested in future cost reduction, and paid pop up obsolescence bills 
•Should-Cost Plan yields over $595M savings across program of record


Success Story — DDG 51

Shipbuilding Program

e DDG 51 Main Reduction Gear
(MRG)
e Existing sole source
subcontractor exited market
 Transferred data rights and
equipment to new company
 Negotiations between new
company and prime
contractors were unsuccessful
* Navy ran separate,
performance specification-
based competition for MRGs
e Will provide to U
shipbuilders as GFE

Estimated Savings: ~$400 Million, FY10-15
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EAU Success Story — F-22

. Conducted Should Cost analysis to inform negotiations

prior to major contract award

— Early validation tests enabled less oversight ( o"f sub-
contractor development f

— Proposal SWdevelopment hours challenged based on
contractor’s advanced capability, process, and language
experience __ :

— Number,ofcor
- 1 CLLIGTH S “

L —

|
S UIOIMmo

*Savings applied to Life Support System ag round Collision AV datice System unfunded reqgill

Projected savings: $32M for Increment 3.2A (negotiated CPIF contract price compared to
Will Cost)*


Presenter
Presentation Notes
From 15 Mar 2012 F-22 presentation to USD(AT&L) and Senior Integration Group
Rationalize contractor roles and responsibilities to reduce excessive program management effort
Ensure early customer Validation tests at each contractor enabling less management oversight for sub-contractor development
Adjust proposal hours based on parametric models to better reflect advanced capability, process, and language experience
Reduce the number of contract vehicles (i.e. CLINS, DO’s, etc.)
Increase Code & Unit Test schedule to allow for defects resolution in phase (maintain overall schedule)
Implement defined promotion criteria in terms of tests passed, requirements met, and number of known defects before code is promoted across phases and locations
Implement ‘Design of Experiments’ as it applies to the F-22
Reduce legacy requirements verification as some items do not need to be re-verified
Maximize requirements sell off in the ACS and other labs as appropriate
3/11/2013  Mark, I have reviewed the slides and do not have any concerns --  We initially had a concerns over the note on Slide 3  that states that savings were applied to Life Support Systems unfunded requirements-- but I have verified that we did use some RDT&E for a couple of LSS activities as well as the Auto-Ground Collision Avoidance System that will be fielded in Update 5. V/R  John  JOHN A. WILLIAMS, COL , USAF  Development Systems Manager F-22 SPO
Apr 2013 PM Gazette interview with Col Greg Gutterman, F-22 PM: Q. PMs are implementing BBP and specifically the SC initiative. Having successfully navigated this for the F-22 program, what advice would you give to PMs? 
R. I am very proud that the F-22’s implementation of Should-Cost was identified as an AF best practice by AT&L last year. Here’s the key lesson we learned: conduct the Should-Cost after proposal receipt but before you award the contract. That way you have all the “what about” information and answers to the “why did you” questions at your fingertips during the negotiations. As a result of this analysis, we identified math errors, overly conservative assumptions, and other items which helped us negotiate a $32M savings. We just went through another cycle using this process with very similar results, and even learned enough about the contract to sharpen our incentive plan. I believe we’ve found a way to get a better business deal using our approach to the Should-Cost analysis. 


Success Story - GMLRS
Guided Multiple Launch Rocket System

i\

« Bundled FY12 and FY13 procurements
— Leveraged total quantities instead of independent
annual quantities

— Extending cost / pricing data through 31 Dec allowed
PMO to execute FY13 procurement through contract
mod to FY12 contract

« Mod repriced FY12 FRP 7 Unitary rocket cost from $99.4K
to $92.6K per rocket—a ~$23M savings in FY12

* Mod avoided significant cost increase due to lower
guantities in a FY13 stand alone contract—cost avoidance
of ~$29.3M

« Alternative Warhead Should Cost approaches
— Implemented test efficiencies
— Shortened development schedule by 16 months
(~32%)
— Used rockets from inventory to build test articles
— Aggressive contract negotiations

Realized savings: ~$52.3M for bundled procurements; ~$33.6M for
Alternative Warhead Should Cost savings



Presenter
Presentation Notes
DefenseAlert Army Accelerates GMLRS Unitary Rocket Order, Locks In Discount Posted on InsideDefense.com: January 30, 2013 The Army has accelerated a planned buy of Guided Multiple Launch Rocket System Unitary rockets, awarding Lockheed a $197 million contract option to bundle together two production lots and lower unit cots "between 5 and 10 percent," according to company officials. Lockheed Martin today announced the new development in the $6.4 billion GMLRS program, a Pentagon effort that began in 2003 to acquire more than 43,500 rockets through 2024. Last July, the Army awarded Lockheed a $353.2 million contract for the seventh full-rate production lot of the M31 GMLRS Unitary rocket, including a provision offering the Army a discount if it could, in short order, commit to an eighth full production run, according to company officials. "Because we were able to take both of those contract awards within a fairly short time period within one another, we were able to do it as a combined procurement and save the Army 5 to 10 percent on the unit cost of all those rockets," Scott Arnold, vice president of precision fires at Lockheed Martin Missiles and Fire Control, told InsideDefense.com today.
Alternative Warhead Should Cost
Implementation of Test Efficiencies
Partnered with Army Test and Evaluation Command (ATEC)
Commonality w/ Unitary eliminates redundant testing
Leverages previous test data and current M&S efforts
Reduction of 22 flight test rockets (~14%) (EDT & Safety Duration Testing)
Shorten development schedule by 16 months (~32%)
IOT&E precedes Milestone C
Combined Milestone C and FRP Decision
LRIP eliminated
IOC accelerated
Use of Unitary rockets from inventory to build AW test articles
DoD 7000.14-R allows use of inventory assets for R&D testing without reimbursement; G-4 approved
Providing rockets as GFE avoids $15.4M in hardware costs
Save $33.6M in RDT&E
$18.3M in FY16. Reduction in Manpower costs.  Enabled by early FRP Decision.
$15.1M in FY15. Reduction in Hardware. Enabled w/test efficiencies & GFE.
$  0.2M in FY14. Reconfiguration of EDT. Enabled w/ test efficiencies.
Alternative Warhead Contract Negotiations
Fixed Price Firm contract for EMD
Proposal submitted on 18 October 2011 at $110.82M
Authority to use existing Unitary production rockets for AW test rockets
Shipboard testing requirement unique to USMC, funded by USMC
DCAA revised Forward Pricing Rate Agreement (FPRA)
PMO technical evaluation recommended 21% reduction in labor hours
Negotiations completed on 16 March 2012
Over 28% reduction from proposal
Contract awarded $79.45M


Success Story - Stryker

« Bundle buy concept

— Achieved economies of scale
by combining order for 294
Double V-Hulls (FY11) with
100 NBCRVs (FY12)

— Required senior leader
authority to purchase on tight
timeline

o Test cost efficiencies
— Utilize existing test data
— Combine test events

Realized savings: ~$18M bundle-buy; ~$7.7M test efficiencies (FY12)
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aAU Example of Data Rights Success: ONR SEWIP

e Multi-Function Electronic Warfare (MFEW) prototyped by
Office of Naval Research (ONR)

 ONR asserted Government Purpose Rights (GPR) on most
hardware and software

» Surface Electronic Warfare Improvement Program (SEWIP)
— Productionized MFEW
— Provided MFEW GPR data as GFI with the RFP

« SEWIP RFP required priced option for data and data rights
and included evaluation criteria on that option in the RFP

Result: All offerors addressed data rights

Some IRAD development offered as GPR by contractor

Government obtained a better price and performance by getting GPR
rights very early in development and competitively priced data rights
options in the production contract - before sole-source environment
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Presentation Notes
This is one of the examples from App 10 of the OSA Contract Guidebook.


Example of Open Systems Architecture Success:
Anti-Submarine Warfare’s (ASW) Advanced Processing Build/
Acoustic-Rapid COTS Insertion /Tactical Control System Programs

BAU

« Performance
— Continuous competition yields best-of-breed applications (Better Quality Solutions/Capabilities)
— Able to focus on war-fighter priorities

« Schedule

— System integration of OA compliant software happens quickly
— Rapid update deliveries driven by user operational cycles (tailored for war-fighter)

« Cost avoidance mechanisms -~$500M for ASW programs
— Software —develop once, use often, upgrade as required
— Hardware —use high volume COTS products at optimum price points
— Training systems use same tactical applications and COTS hardware
— Design for Maintenance Free Operating Periods (MFOP)

* Install adequate processing power to support “failover” w/o maintenance
 Schedule replacement with improved COTS vice maintaining old hardware
» Reduced maintenance training required

— Consolidate Development and Operational Testing for reused applications

« Risk reduction
— Field new applications only when mature
— Don’t force the last ounce of performance U

+ Deploy less (but still better than existing) performance or wait until next update
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Presentation Notes
This is another example from App 10 of the OSA Contract Guidebook.
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aAU Increase Use of FPI Contracts in LRIP

« What's New

— Original guidance called for the use of 120% ceiling and 50/50 share ratio as point of
departure only — not prescriptive

— Program managers need to perform an objective analysis and quantify the cost risk
— Contract type and incentives should be governed by nature of work/deliverables

« Key Implementers

— Firm requirements: very clear understanding of what we want the contractor to build
— Low Technical Risk — design proven through developmental testing
— Established manufacturing processes
— Qualified suppliers

 Firms with experience with product

 Can be expected to bid rationally and perform to plan
— Suppliers with resources to absorb some degree of risk
— Adequate business case for suppliers to continue work if they get into trouble

 Unrealistic to believe contractors will simply accept large losses - requires
reasonable returns from full rate production

a7
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Presentation Notes
USD (AT&L) memo 24 Apr 2013, Implementation Directive for BBP2.0-Achieving Greater Efficiency and Productivity in Defense Spending.
KC Tanker reference:  DAU RDT References PP by Mr. Thomas A. Lockhart, Deputy AFPEO for Tankers dtd 17 Apr 2013
F/A 18 reference:  USD (AT&L) memo on BBP, Guidance for Obtaining Greater Efficiency and Productivity in Defense Spending 14 Sep 2010 memo Page 6 
BBP 1.0 guidance called for the use of FPIF contracts with a 120% ceiling and a 50/50 share ratio as a point of departure – particularly when moving from development to production.  It was never intended to be prescriptive or contradict FAR Part 16 guidance on selection of contract type.  Too often, programs moved from cost-reimbursement contracts to FFP without adequately considering an FPIF contract.  Unfortunately, instead of using the 50/50 share and 120% ceiling percentage as a point of departure and justifying the use of a different contract type, or different share ratios or ceilings using a FPIF contract, organizations reacted by using this guidance as the “default” position.  
BBP 2.0 seeks to emphasize the fact the DoD has a myriad of contract types available to use depending on the unique acquisition situation, risk inherent in the acquisition, desired outcomes and other factors.  
BBP 2.0, and other USD AT&L memos, emphasizes the risks associated with using FFP type contracts in the development phase of an acquisition.  One often cited example is the A-12 Avenger II (shown in photo).  The A-12 is one of the longest-running disputes over military procurement in history.  The A-12 was a Navy acquisition program for a stealth attack aircraft.  The contract was awarded in 1988 for $4.8B for full scale development and production of 8 prototype aircraft under a FFP contract which was the Navy’s solution to controlling program costs. An FFP type contract soon proved too inflexible for development of an advanced technology aircraft.  Contractors were also under pressure to maintain cash flow which they did by minimizing the overrun which would result in decreased progress payments.  The program was terminated for default in 1991. The contractors, General Dynamics and McDonnell Douglas, sued the government for wrongfully terminating the contract. In the court system for years, the federal circuit ruling was vacated by the US Supreme court and remanded for decision in May 2011, sending the case back to the lower courts.  In the administration’s current FY14 appropriations request, the Pentagon is seeking legislation that would “authorize the Secretary of the Navy to accept and retain in-kind goods and services in lieu of monetary payment, for the purposes of a settlement of the A-12 aircraft litigation.”

In his Mar – Apr 2013 article in Defense AT&L Magazine, Mr. Kendall explained the criteria he would use when approving Fixed Price or Fixed Price Incentives in and EMD program. Risk is inherent in development, particularly for systems that push the state of the art. Even with strong risk reduction measures in Technology Demonstration phases and with competitive risk reduction prototypes, there still is often a good deal of risk in EMD. By going to EMD contract award after Preliminary Design Review, as we routinely do now, we have partially reduced the risks—but again, only partially. Our average EMD program for a Major Defense Acquisition Program (MDAP) over the last 20 years has overrun by a little under 30 percent. Industry can only bear so much of that risk, and in a government fixed-price contract, industry cannot just stop work and walk away. A commercial firm doing development of a product on its own nickel has complete freedom to stop work whenever the business case changes. Firms on government contracts do not, at least not without some liability (termination). A 30% average overrun would not be acceptable, in general, for an FPIF contract (i.e. 130% ceiling).  



Increase Use of FPI Contracts in LRIP
Key Takeaways

BAU

 (Guidance applies to programs nearing end of EMD with CDR complete, Engineering

Development Models built and some fraction of DT significantly complete

— Very difficult to price FPI LRIP option prior to M/S B
+ Although attractive since still in competitive environment, benefits must be balanced with risk
« Optimism tends to prevail early on — need to be realistic about risks before EMD has begun

— Only if characterized by low risk of completing EMD without major design changes

— Programs successfully negotiating FP production options include Air Force tanker and a Navy

auxiliary, where shipyards have vast experience with similar designs for that class of ship

— FPI most attractive with stable design and production processes under control as bridge to FFP
 Provides insight into contractor’s costs necessary for negotiating a follow-on FFP effort
+ Allows government to share in any cost savings

FPI may be appropriate during the mature production phase of a program when

there may be a poor correlation between negotiated and actual outcomes due to:
— Ineffective estimating techniques
— Unreliable actual cost predictions at either the prime and/or subcontract level
— Incomplete audit findings
— Diminishing manufacturing sources for some components.
— A period of performance long enough to place too much uncertainty and risk on either party
— Upgrades requiring significant technological changes
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Presentation Notes
Continuation of previous slide based on BBP 2.0 and Mar – Apr 2013 AT&L Magazine article on use of FPIF contracts.

Kendall stated there would be similar considerations when using FPI in early or low rate initial production (LRIP). Here the average overrun for MDAPs in early production  is just under 10% which is well within the reasonable range to set a ceiling price.    






EAU Increase Use of FPI Contracts in LRIP

* Air Force tanker program, KC-46, is a good example of the criteria
being met for FPIF in LRIP
— Stable requirements in place

— Although CDR isn’t until summer 2013, airframe design and manufacturing
based on 767 airframe (>1,000 767s already produced)

— Boeing is experienced and large enough to perform in a reduced profit
environment, if needed
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Presentation Notes
With regard to the KC-46:  In 17 March 13 testimony before the Senate Armed Services Committee, Air Force Chief of Staff Gen. Norton A. Schwartz said the service will scrutinize Boeing "microscopically" to ensure that it delivers on its promises. However, because numerous USAF programs have been felled by what is called "requirements creep"—the slow adding of costly additional capabilities that wreck cost projections—Schwartz and (then SEC Air Force) Donley said changes to the tanker program’s scope of work will have to be approved at the highest levels of the service. 
"It might be at our level," Schwartz said. "We intend to maintain discipline on this." Engineering change orders will not, in any case, be approved at the program office level.



Best Value in Competitively Negotiated Source

®
\ aA Selections

« The objective of a competitively negotiated source selection is to select the
proposal that represents the “best value” to the Government

« The FAR identifies two processes that can be used to conduct a competitively
negotiated source selection: Tradeoff Source Selection Process and Low Priced
Technically Acceptable Source Selection Process. In both processes, offerors
have to meet threshold technical acceptability

— Tradeoff Source Selection Process (see FAR 15.101-1). This process allows for a
tradeoff between non-cost factors and cost/price and allows the Government to
accept other than the lowest priced proposal or other than the highest technically
rated proposal to achieve a best-value contract award. Further, it describes various
rating approaches to evaluating proposals when using a tradeoff process.

— Lowest Price Technically Acceptable (LPTA) Source Selection Process (see FAR
15.101-2). The LPTA process is appropriate when best value is expected to result
from selection of a technically acceptable proposal with the lowest evaluated price.
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Presentation Notes
Refer to FAR 15.101 and the DoD Source Selection Procedures in DFARS 215.101 for more information.  Clarify “best value” is the objective we’re trying to achieve using a competitively negotiated (FAR Part 15) source selection.  There are two process outlined for conducting a best value source selection:  tradeoff and LPTA.  The tradeoff process allows tradeoffs between price and other factors; LPTA does not.  

More information may be found in the DoD Source Selection Procedures dated March 4, 2011 at http://www.acq.osd.mil/dpap/policy/policyvault/USA007183-10-DPAP.pdf
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aAU Comparison of Product Support Strategies

Often separately organized support
organizations

Lack of top-level system integration function

Work often under ID/IQ contract or T&M

Transaction-based
“More is better”
“Spares & repairs”

Focus on discrete and potentially stove-piped
performance, modifications, & modernization
efforts risks sub-optimal support posture

Risks facilitating adversarial “win-lose” focus

Shifting priorities can drive risk-adverse
behaviors

Near-term, budget-driven thinking

Transactional logistics risks incentivizing “more

parts/repairs | sell, more profit | can make”
Parts/Repair = Provider Revenue
Leveraging existing infrastructure

Classroom BBP Brief Sep 13

Support organizations linked via Product Support
Arrangements (PSA)/Performance Based Agreements

Single PSM and PSI(s) provides integrating function

Leverage fixed price or CPIF contracts

Outcome-based
“Appropriate is better”
“Reliability, availability, maintainability & supportability”

Product & process improvements reduce demand,
increase time-on-platform, decrease response time, and
mitigate DMSMS & obsolescence risk

PSM-PSI-PSP alignment & partnerships facilitate
synergistic “win-win” focus

Clear metrics & incentives drive best-value outcomes

Long-term, warfighter-driven thinking

PBL support reverses vendor incentive, facilitating
“less parts/repairs needed, more profit | can make”

Parts/Repair = Provider Cost

Optimizing affordable readiness
51
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Presentation Notes
Transactional Logistics arrangements are NOT set-up to positively contribute to a program level outcome.

And remember, the inherent Incentive of Transaction Based Support:  the more it breaks, the more the contractor earns.  

On the other hand, PBL strategies deliver outcomes (i.e. readiness), not transactions.  This is where we need to be!



EAU PBL Success Stories

Figure 1. Examples of PBL Cost Benefits

- Total Cost « All DoD Components seeing
Program System Description PBL Owner Benefit ($M) , t
ranspor aicraf Improvements
e Improvements are contract
AH-64 ttack helicopt A : L .
— incentivized and continue

over life of program

Figure 2. Examples of PBL Performance Benefits

* More than 10 years of I —
Availability Cycle Time

. Program System Description PBL Owner Improvement! Reduction2
documented evidence now
exists for PBL contracts F/A-18 fighter/attack aircraft

+ Improvements are significant,

not just a few percentage

: F404 Engine | jet engine for the -25%

1. Ready for tasking, operational readiness, mission cabable, etc.
2. Logistics response time or repair turnaround time
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Presentation Notes
There are almost 10 years worth of PBL Program validated results.
Overwhelmingly, the results show significant improvements in material availability, reliability, maintainability and reduced ownership costs.  Some info on the programs listed above:  
C-17 PBL - dates from 1998, when the U.S. Air Force first signed up for what is now known as the Globemaster III Integrated Sustainment Program (GISP). Boeing provides guaranteed availability to the USAF and seven international customers.  Boeing is paid by the flight hour. Most the contract is FFP, although there is some target-cost-incentive fee pricing. There is an annual renegotiation. 
F/A-18 Integrated Readiness Support Teaming (FIRST) PBL contract – dates from 2000.  NAVAIR, NAVSUP, DLA  contracted with Boeing.  FFP Contract with 5 year Base and Single 5 yr Option. Combined previously Separate Supply and ILS FIRST Contracts. 
AH-64 – dates from 2007  Established a system of continuous improvements supporting the Target Acquisition Designation Sight/Pilot Night Vision Sensor (TADS/PNVS) and Modernized TADS/PNVS (M-TADS/PNVS) systems. The PBL contract provides complete post-production supply chain management
TOW-ITAS – The Army’s Tube-launched, Optically-tracked, Wire command-link guided (TOW)– Improved Target Acquisition System (ITAS) PBL demonstrated high readiness with lower total ownership cost; worked in all operational scenarios.
Sentinel AN/MPQ-64 – The support effort was with Thales Raytheon Systems from 2008-2011. In 2009, the program achieved an average readiness rating of more than 96%. The program improved system performance and reduced program costs through an integrated system of on-site contractor field engineering and return-and-repair support.
CH-47 – The British MoD pioneered the use of long-term PBL contracts. Boeing won a 25-year system level PBL contract to maintain all the UK’s CH-47 Chinook helicopters.
Aircraft Tires -  A FFP, logistics support PBL contract for U.S. Naval and FMS aircraft tires was used to support fleet readiness and reduce logistics support costs for tires used on a range of U.S. Navy aircraft, including (over time) the F-14, F-18, A-4, F-4, H-60, V-22, AV-8B, TA-4, P-3, S-3, EA-6B, H-46, T-2, H-53, E-2, C-2, H-3 aircraft.
F-22 – The F-22 Raptor PBL Team won the Defense PBL System Level Award in 2008. Composed of Lockheed Martin Aeronautics, Boeing, and Pratt & Whitney, along with the U.S. Air Force, the team was honored for producing the highest readiness rates in the program's history.
UH-60 Avionics – The PBL contract was with Sikorsky Aircraft Services (SAS)in support of more than 500 in-service H-60s. That program won the Defense Logistics 2011 Award for Best PBL Implementation and at $1.4B was the largest contract ever awarded by NAVSUP.
F404 Engine - One of the best examples of a major subsystem PBL, DLA and GE were recognized in the via the FY2009 Defense PBL Award. There are 1,862 of these engines currently in service on the F/A-18 aircraft. The PBL is a 4½ year base FFP contract, with 5 one year option periods. The contract resulted in reduced repair turnaround time from 120 to 47 days while increasing component availability from 50% to 92%, resulting in total cost of ownership savings of $79M.�
��


BAU

Technology Development Phase
Risk Reduction

« Key Takeaways — USD(AT&L) commissioned study to examine effectiveness of
competitive prototyping at maturing technology & reducing risk in EMD (8 MDAP’s)

Classroom BBP Brief Sep 13

Too much contractor focus on developing a TRL-6 prototype with unique discriminators in order
to win the down-select in the TD phase

Not enough focus on reducing risk specifically for-the product that will be developed and tested
in the next phase. Need performance trades to reduce technical risk

TD phase is not a long enough time to build a prototype, mature technology and reduce
cost/schedule/performance risk

System design not available until PDR or CDR; prototype is a different design than system
Production cost is not traceable to prototype cost

The long time required to obtain requirements approval discourages requirement refinement &
trades
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Presentation Notes
The study mentioned above, “Competitive Prototyping Study”, dated 31 December 2011, is not published.  Programs were Joint Air to Ground Missile, Small Diameter Bomb II, JSF (CD phase), Ground Combat Vehicle, Joint Light Tactical Vehicle, Joint & Allied Treat Alerting System, Nett Warrior, Integrated Air and Missile Defense BCS.
__________________________________________________________
The upcoming (to-be-released-forecasted for 1QFY14) revised 5000.02 has significant emphasis on several actions that now have to happen in the Tech Dev Phase, (name changing to Technology Maturation & Risk Reduction).  The following areas are being proposed in this revised TD-Now-TM&RR phase, worth mentioning:
1.  Draft language has a focus on "design trades and requirements trades" throughout this phase.
2. Requirements Community is NOW being required to have a "Requirements Decision Point", to validate the final CDD, needed at end of this phase.  This is a significant step with Reqs. Community to really lock in what they want developed, and as a more robust basis for PDR.  Current language in draft 5000.02 specifies that requirements should be "technically achievable and affordable."
3.  Pre-B Decision Point - This action has been out there for a while, with a June'11 memo to Acq Community from AT&L, but is now being put into a DODI. Very significant action, basically it requires Acq. (Materiel Developer-MD) Leadership to have a firm confidence that their program is executable, affordable, and with firm requirements, etc. PM has to summarize all TM&RR tech events and get approval of the Acq Strategy Document - among others, before the MDA will approve release of RFP for EMD Phase. A real emphasis on maturity of technology, and a sense of MD Community having solid technology readiness going forward.
4. PDR will also probably occur earlier in this phase, than it has in the past, reflecting a certainty of designs, trades, & maturity expected.
5. Competitive prototyping of system/subsystems - Statutorily required for MDAPs.
6. Language that asks PMs to Use TRL levels as only indices, only as A data point...not THE main data point; and that other "deeper analysis" should also be conducted.
7. No longer is there a Tech Development Strategy (TDS) guiding this phase, but it calls for the Acq Strat to be THE guiding document for this phase.  Expectation from leadership is that multiple Tech Demos are expected to be executed during this phase.
 

  


aAU Navy Military Needs “Gate” Process

Requirements inception
in OPNAV Resource
Sponsor (N2/6, N4, N9,

etc.) & N-8 capabilities &
resources integration

Technical Reviews

Logistics Reviews

Process

)

IcD

Materiel
<>Development
Decision

[ JCIDS | Materiel | Technology
Development

AA

ITR ASR

A

Solution
Analysis

(2)(3)

AcA CDD

Engi'neering & Ménufac'turé'ng

Development
Integrated System Capability &
System Manufacturing
Design Process

Demonstration

IBR CDR
< 2 5 Post PDR Post CDR
v Assessment Assessment
" AAA AA A A A
PDR IBR CDR TRR SYR/ OTRR PCA
FCA/PRR
A A
ILA ILA

B o

Full-Rate Prod | Life Cycle
& Deployment Sustaiment

; @+® ‘ .

Sustainment

LRIP

FRP DR
FRP

---¥ Annual Sufficiency Reviews Held
Legend — Periodic Reviews Held

Technical Reviews
A Logistics Reviews

Gate Gate
Chair: Chair: MDA Issued
CNO/CMC, RDA

~
<>< » DoDI 5000.02
v

B FOC
Production & Operations &
Deployment Support

Decision Disposal
Review
ISR
ILA ILA

SECNAVINST 5000.2

« The Resources and Requirements Review Board reviews and decides Navy
Requirements and Resources Issues in ‘Two Pass, Six Gate’ process

* First Pass - led by CNO (or CMC)
e Gate 1: ICD; Gate 2: AoA ; Gate 3: CDD & CONOPS:; Gate 6: CPD

« Second Pass —led by CAE

 Gate 4: Sys Design Spec; Gate 5: RFP Rel; Gate 6: In-Process/Sufficiency Review
 Fleet Forces Command, with PACFLEET, is Fleet advocate for requirements
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Defense Innovation Marketplace

« The Defense Innovation Marketplace website was developed to
provide a one-stop-resource for industry:

— To learn about Department and Service investment priorities and capability needs
through links to key S&T documents and websites.

— For large companies to submit IR&D project data and comply with the DFARS rule.

— For small- to mid-size firms to securely share company IR&D projects in a database
designed for Department S&T program managers and Acquisition executives.

For Department of Defense personnel, the Marketplace is the
centralized place to:

— Highlight Service, program and acquisition S&T needs to the entire defense industrial
base, and;

— Search, learn about and then leverage industry technology (IR&D) projects for current
and future programs.

www.DefenselnnovationMarketplace.mil
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oAU FY12 DEF Pilot Programs

Joint Proximity/Height of Burst Fusing Army Picatinny Arsenal Non-MDAP Phase 1B thru DOTC;
(HOBF) Starting Implementation
in FY14
Army Integrated Air and Missile Defense Army Northrop Grumman Post-B Phase 1B Ongoing; to
(AIAMD) Include Tri-Service
Committee (TSC)
Engagement
Indirect Fires Protection Capability, DEF Study Possible in
Increment 2 — Intercept (IFPC2-) Army AoA Pre-A FY15
Common Infrared Counter Measures Army BAE Systems Pre-B DEF Feasibility Studies
(CIRCM) Northrop Grumman Complete in FY13; DEF

included in EMD RFP

MQ-4C Triton (formerly Broad Area Navy Northrop Grumman Post-B Phase 1B study
Maritime Surveillance, BAMS) Scheduled to
Commence March 2013

Three Dimensional Expeditionary Long Air Force Raytheon Pending 31 Qtr FY14
Range Radar (3DELRR) Lockheed Martin Pre-B MS B Decision and
Northrop Grumman Contract Award
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FY13-14 DEF Pilot Programs

Next Generation Jammer
(NGJ)

Air & Missile Defence Radar
(AMDR)

P-8A Poseidon

E2D Advanced Hawkeye

Small Diameter Bomb |
(SDB II)

MQ-9 Reaper

Joint Air-to-Surface Standoff
Missile (JASSM)

Joint Ground to Air Missile
(FY14)

Armed Aerial Scout and
Ground Combat Vehicle

Classroom BBP Brief Sep 13

Navy

Navy

Navy

Air Force

Air Force

Air Force

Army

Army

Source
Selection

Source
Selection

Boeing

Northrop
Grumman

Raytheon

General
Atomics

Lockheed
Martin

Lockheed
Martin (LM)

N/A

Post-A

Post-B

Post-C

Post-FRP

Post-B

Post-C

Post-C

Pre-B

N/A

Initial NGJ TTSARB for International
Release Complete; AT Design
Incorporated

Possible FY14 DEF Study (was on hold
pending protest resolution)

FY14 DEF Funding rec'd 26 Feb 2014; AT
Plan in Work

Internal Navy DEF Lessons Learned
Study Completed

Air Force (AF) funded
RMS Statement of Objectives
Underway; TSC Decision
Memorandum Received 4 Feb 14

AF Funded; ATL DEF Study Complete

FMS Case Funded; AF Requested
Removal from DEF Pilot Program

Awaiting Confirmation of LM’s Agreement
for 50/50% cost sharing

Army Requested Removal of Both
Programs from DEF Pilot Program
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