CHAPTER 3


ACQUISITION PLANNING


AND STRATEGY





THE ACQUISITION PROCESS�
The DoD acquisition process as defined in DoD 5000.2-R, Mandatory Procedures for Major Defense Acquisition Program (MDAP) and Major Automated Information System Acquisition Programs (MAISAP), provides the flexibility needed to execute a wide variety of acquisition strategies. The instruction specifically states that “the number of phases and decision points must be tailored to meet the specific needs of individual programs,” and it identifies the core activities in the acquisition program stating that “tailoring shall focus on how these activities are conducted, the formality of reviews and documentation and the need for other supporting activities.” There is not only latitude, but specific direction, to tailor the acquisition process to fit the acquisition. 


In the past, the traditional developmental process consisted of four milestones and three phases with full supporting documentation. DoD 5000.2-R presents a spectrum of processes, ranging from the minimum—appropriate for an unmodified commercial item relying on commercial support, to the maximum necessary for a high risk, full development program.


The goal of the acquisition process is to ensure, through demonstration (testing) and documentation (historical or developed data), that the material solution proposed will meet the operational requirement in the operational environment and will be supportable. The acquisition process must demonstrate to the decision authority that these concerns are satisfied.


�
�EMBED Unknown���


�



�
For acquisitions of commercial items and NDI many of the steps, procedures, requirements, and safeguards associated with the acquisition process may be unnecessary or even counterproductive. These standard process elements should be scrutinized to determine their applicability to the acquisition of a commercial or nondevelopmental item. Many standard process elements may have been accomplished already. For example, documented market investigation results or contractor test and performance data may be 


adequate to assess manpower and training requirements, supply support, reliability, transportability, and other support requirements. 


�
�
DoD 5000.2-R and FAR Part 12 encourage considerable tailoring of the acquisition process for commercial items and NDI. Without tailoring, the potential time and money savings may be lost. Tailoring should reflect the environment in which the item will be used, the extent of modification necessary, and the amount of testing necessary to evaluate the item and to make sound program and business decisions. Examples of such tailoring follow. 


A commercial item meeting the operational requirement with no modification may allow a single decision review (Milestone I/III) to verify the item’s suitability and to initiate production. 


A nondevelopmental item requiring modification may entail an abbreviated engineering development phase to verify suitability of modifications before engineering and manufacturing development of the modifications. Thus Milestones I and II could be combined with subsequent Milestone III production decision upon completion of the verification testing of the modification. 


A commercial item being integrated into an existing system may also employ a combined Milestone I/II decision when the integration engineering required is considered to be low risk.


An NDI that is a unique integration of existing subsystems and components can use an abbreviated engineering and manufacturing development phase to verify the continuity of the operation of the final product—how well the parts function as a whole. This type of NDI normally requires software development, which would also take place in this phase. 


Keep in mind that a decision to eliminate phases and constrict schedules affects logistics support planning and development—making early support planning very important.


�
The Program Objective Memorandum (POM) and Budget Process�
The POM and budget process for commercial and NDI ac-quisitions is the same as for any other materiel acquisition. However, some special circumstances of these acquisitions may require more cautious management of the process. For example, because an NDI acquisition is faster than development of an equivalent materiel item, there is less time to program funds.


The Federal Acquisition Streamlining Act authorizes government payment in advance of work under such terms and conditions as are appropriate or customary in the commercial market for commercial items. 


The problem of less time to program funds is addressed through reprogramming actions or out-of-cycle new start program justifications. The question of the amount and type of funds needed is more problematic. Research, de-velopment, test and evaluation funds are normally used for market investigation and purchase of items needed for test and evaluation. They are also used for modification of existing items. Procurement, operations, and maintenance funds are normally used for production and deployment. However, procurement funds can be used for nonrecurring engineering, like that involved in the integration of commercial or nondevelopmental items into a system. 


You need to answer the following questions.


Is a commercial item solution feasible?


If not, is an NDI solution feasible?


What testing is necessary to determine if a commercial or nondevelopmental item solution is feasible?


If a commercial or NDI solution is feasible, what testing is necessary to determine which of the potential items meet the operational requirement?


Will the government have to buy items to test?


What are the unit costs of the potential NDI solutions?


Is any parallel development required, such as software development or product improvements?


What is the program schedule?  When will testing be done?  When is contract award expected?


Will one or two contracts be used -- for testing and to procure production quantities?


�
�
best value Source Selection�
Best value contracting is especially powerful in a commercial item acquisition because you are typically dealing with an existing item that has a quality history, and a supplier who has a support record associated with that item.


Understanding 


The Requirement


What is truly essential?  (Without these characteristics you do not want the product.)


What is important?  (You are willing to pay more money for this capability.)


What is nice to have?  (But you are not willing to pay more for it.)


A best value source selection evaluates and compares factors in addition to cost or price in making the contract award decision. As private consumers, we often take this approach. We are willing to pay more for a product that has features that we feel give us more value for our money. This concept is not new to government acquisition either, but the more traditional approach has been to acquire products manufactured to detailed government design specifications and to select the lowest cost product. Integrated product teams or other similar program management strategies can help in the selection of an alternative which optimizes performance and life cycle cost factors.


On the other hand, the best value approach is typical of commercial acquisition and, as a result, commercial vendors develop products that include many different features intended to differentiate the product from competitors’ products. This practice complicates commercial item source selection. Buying a commercial item may require evaluation of many variations of a product and deciding between them. A thoughtfully structured best value approach is frequently the best solution to the problem.


Begin this approach with a complete understanding of the requirement and the relative importance of its discriminating characteristics.


You must then translate this understanding of the requirement into evaluation criteria that are qualitative discriminators and will reveal substantive differences between competing products. In addition, establish criteria, based on the government’s objectives, the marketplace, and�
�
 �
risks, that will differentiate between offers. All of these criteria must provide the basis for justifying the increased expenditure of funds for added benefits The requirement and the general methodology the government will use to evaluate candidate products or services must then be clearly communicated to industry. Once industry understands the need and how the products or services offered will be evaluated, manufacturers can better determine what to offer. Keep these key points in mind:


Limit evaluation criteria to key discriminators.


Clearly communicate the requirement and evaluation criteria in the solicitation.


Document strengths, weaknesses, risks, and the associated value of proposals to support the source selection decision.�
ADDITIONAL REFERENCES�
“A Guide to Best Practices for Past Performance,” Office of Federal Procurement Policy, Interim Edition, May 1995. Copies available from the Executive Office of the President’s Publications Office, 202-395-7332, or by writing Office of Publications, 725, 17th Street, N.W., Room 2200, New Executive Office Building, Washington, DC  20503.


“The Best Value Approach to Selecting a Contract Source, A Guide to Best Practices,” Army Materiel Command Pamphlet 715-3, Vol. 5, 16 August 1994. Available from the Defense Technical Information Center, 1-800-225-3842.
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