


Session 3


Changing Acquisition Concepts:�Policy, Principles, and Benefits








Session Theme


Acquisition Reform is affecting virtually all aspects of the acquisition process.  A basic understanding of these new concepts, particularly of how/where Performance-Based Contracting fits in,  is essential to successful RFP development.


Session Competencies


By the completion of this session, participants will be able to:


Understand the sources of acquisition reform policy 


Explain how PBC fits in with DON’s AR initiatives


Define the benefits of performance-based contracting


Session Contents
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�
3.0	Overview


3.0.1	Practical Example:  How Many Acquisition Reform Initiatives Can You Name?


��


3.0.2	Resources


Federal Acquisition Streamlining Act of 1994


Federal Acquisition Reform Act of 1995


Information Technology Management Reform Act of 1995


Federal Acquisition Regulations (FAR)


USD(A&T) Policy memoranda


ASN(RDA) Policy memoranda


�
3.1	Acquisition Reform Principles


��


�These principles are delineated in the Navyís new electronic support tool ìTurboStreamlinerî.  This tool will be a major source of knowledge/information for this course.  The selections from TurboStreamliner  shown in Appendix A are in the format shown as you will see when you use it.


�
3.2	Current Policy for Performance-Based Contracting


Acquisition Reform is primarily based in recent legislation and related regulations and policy documents which are derivative.  Awareness of these will help acquisition professionals understand the intent and direction/guidance of senior officials in driving these substantial changes in the way the government does procurement business.


3.2.1	Congress


�


Congress in concert with the Administration has been instrumental in leading the drive for acquisition reform.  Although the concept of acquisition or procurement reform is not new, the confluence of budget reductions, staff downsizing, internal changes in the business world and the National Performance Review (NPR) in the past four years has resulted in three key pieces of legislation.  


�Government Performance and Results Act (GPRA) (1993) 


Requires each government agency to develop strategic goals and plans to improve performance by 1997.


Improvements are to be measured in terms of performance goals or measures; measurement starts in 1998.


Achievement of goals or measures are to be tied to the budget for that activity.


�
3.2.1	Congress, continued


�Federal Acquisition Streamlining Act (FASA) (1994)


 Cornerstone for AR; key elements include:


Increased Simplified Acquisition Threshold to $100K


Preference for Commercial items, processes, procedures


Removed compliance with Truth In Negotiations Act requirements for procurement of commercial items


Established micro purchase card and made its use ìnon-procurementî process


Established standard for meeting 90% of cost, schedule and performance goals for programs


Requires use of multiple awards for task order contracts >$10M; preference for multiple awards below $10M


�Federal Acquisition Reform Act (FARA) (1995)


 Latest major legislation concerning AR.  Key elements:


Allows contracting officer to determine efficient competition level; requires debriefing of offerors eliminated from competitive range


Provides a permanent TINA exception for commercial items


Eliminates use of Cost Accounting Standards for commercial items 


Allows for use of SAP for commercial items up to $5M


Eliminates a number of contractor certification requirements


Repealed the Brooks Act concerning Information Technology (IT) acquisitions; eliminated GSBCA as protest forum for IT pre-award protests


Repeals much of Procurement Integrity Act redundancy and certificate requirements.


�
3.2.2	Executive Branch


�


Office of Management and Budget 


Circulars (e.g., OMB Circular A-109)


Policy memos and letters


Office of Federal Procurement Policy


Federal Acquisition Regulations (FAR)


Provides the regulatory guidance on how to implement the various legislation (e.g., FASA, FARA, etc.)


2 Councils: DAR (military services + NASA - OFPP chair) and Civilian Agency Acquisition Council (all other federal agencies - GSA head)


Past Performance Initiative


OFPPís Best Practices Guide to Past Performance Information usage


Best Value Initiative


OFPPís Best Practices Guide to Best Value Procurements


Performance-Based Service Contracts


OFPP’s Best Practice Guide to Performance-Based Service Contracting


�
3.2.2	Executive Branch, cont’d


FARA/FASA vs. FAR—How to resolve conflicts


Laws generally have dates specified therein by which various provisions must be implemented by the Executive Branch.  Thus, although the law may have been passed, actual implementation may not be effective until the date specified or, in some cases where a date is not specifically discussed, until the Executive Branch regulation is issued. (E.g., most of FASA requirements were to be implemented 300 days after enactment or 26  August 1995.)


Regulations published as Federal Acquisition Circulars (FACs) or Defense Acquisition Circulars (DACs) and are available via Internet address: http:\\www.gsa.gov/far/fac/facs.html or http:\\www.dtic.mil/contracts/dacs.html


3.2.3	Department of Defense


�


USD (A&T) guidance


Acquisition Reform Vision and Mission Statements—Perry Initiatives Memo  


Military Standards and Specifications (MILSTDS/MILSPECS) reform —Perry memo of 29 June 94


Single Process Initiative (SPI)—Kaminski memo of 8 December 95


3.2.3	Department of Defense, cont’d


DFAR (updated via DACs)


MILSTD 961D: Defense Specifications


MIL-HDBK 245D: Preparation of Statement of Work Handbook


DOD Directives and Instructions (e.g., DOD 5000.1/.2)


DOD Acquisition Deskbook


3.2.4	Department of the Navy


SECNAV Instruction 5000.2 ìImplementation of Mandatory Procedures for Major and Non-Major Defense Acquisition Programs and Major and Non-Major Information Technology Acquisition Programs


ASN(RDA) ABM homepage:


ìBusiness Practices Guide — Past Performanceî


ìBusiness Practices Guide — Best Valueî


Navy Acquisition Policy Supplement (NAPS) Updates


ABM Homepage


�
3.3	Benefits of Performance-Based Contracting


The following are excerpts from ìNavy Success Storiesî on the Navyís Acquisition Reform Office homepage which highlight some of the benefits we have gained in use of the full range of PBC concepts and Acquisition Reform principles.  There are many, many more at this web site.


AEGIS


There are several initiatives underway within the AEGIS Program to reduce the use of military specifications and standards. The Cooperative Engagement Capability (CEC) program allows the Battle Group surface ships and airborne elements to exchange integrated, fire control quality information in real time as both an electronic warfare countermeasure and an enhanced operating capability. The CEC program's team has divided their acquisition reform efforts into three major thrusts: (1) Acquisition Streamlining; (2) Transition to a "Commercial Baseline"; and (3) Commercial Off-the-Shelf and Non Developmental Items (COTS/NDI) . These are all areas strongly supported by the Secretary of Defense, Dr. Perry. 


(1)	CEC acquisition streamlining efforts concentrated on processes to speed up the overall acquisition effort. These included such things as: government-contractor teaming; eliminating paper Contract Data Requirements (CDRs) through on-line access to contractor data; eliminating lengthy paper publishing cycles through direct digital data transfer; and aggressively tailoring the DOD 5000.2 requirements to reduce the paper CDRs from 6440 to less than 300, a 95% reduction with a further reduction of program unique CDRs from 190 to 59.


(2) 	To accomplish the transition to a "Commercial Baseline", the CEC program rewrote their system specification to a performance specification, eliminating specific design requirements. This allowed the reduction of MIL-SPECs in the system specification from 45 to 11. By incorporating commercial specifications and standards in the follow-on Statement of Work (SOW) and reducing "programmatic" MIL-SPEC requirements in the areas of quality assurance, reliability, logistics and manufacturing, the SOW MIL-SPEC usage fell from 84 to 11.


 (3)	By basing the CEC system on open system architecture, the program was able to make maximum use of COTS electronic circuit boards. The upgrade path established for the CEC also allows the exploitation of next generation processing technology as it becomes available. The enclosure, microwave components and battery back-up technology are all NDI from existing military programs. The CEC program team acquisition reform effort has resulted in an integrated approach to improve the acquisition process, transition to a "Commercial Baseline" and fully exploit available COTs/NDI both now and in the future.


�
3.3	Benefits of Performance-Based Contracting, cont’d


Joint Stand-Off Weapon (JSOW) Weapon System


Program Description: 


The JSOW is an air-to-ground weapon designed to attack a variety of targets during day, night and adverse weather conditions. JSOW will enhance aircraft survivability by providing the capability for launch aircraft to standoff outside the range of most target area surface-to-air threat systems. JSOW is a family of weapons. The Unitary variant acquisition program is a significant success story, yielding substantial savings over the life of the program.


Milestone II DAB in April 1995, gave Navy approval to enter Engineering & Manufacturing Development and authorized Low Rate Initial Production of 140 Unitary weapons. Also, OSD will nominate the JSOW Unitary program for inclusion in the Defense Acquisition Pilot Program. 


Total inventory of Unitary weapons planned is 7,800 units. Prime contractor is Texas Instruments. 


Program Cost Reductions:


Acquisition reform concepts have been used to streamline the acquisition process. The resultant acquisition strategy has resulted in significant cost avoidance and work year savings.


Specific cost avoidance and reductions are listed below:


Item�
Traditional Program�
Streamlined Program�
�
Development Cost�
$461M�
$336M�
�
Schedule�
2004 IOC�
2002 IOC�
�
CDRLís�
200+�
approx. .50�
�
MILSTDs/SPECs�
1500+�
4�
�
System Requirements pages�
300+�
9�
�
Statement of Work pages�
113�
17�
�
Government Work-Years�
500�
207�
�
Test Assets�
approx. . 46�
approx. . 16�
�
 


�
3.3.1	Examples and Lessons Learned From Command Participants


3.3.2	Ongoing PBC Activities in Systems Commands


�


�
3.3.2	Ongoing PBC Activities in Systems Commands, cont’d


�


�


�
3.3.2	Ongoing PBC Activities in Systems Commands, cont’d


�


�


Writing Performance-Based RFPs
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��See Appendix A  
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Source: GPRA
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Source: FASA
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Source: FARA











