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4.1 DoD Acquisition Revolution

“ Radical ideas, nontraditional approaches, and the sparksthat fly asthey beat against the status
guo and are exposed to light and to each other are the stuff of progress.” — VADM Robert F.
Dunn (USN Retired) [DUNN98]

In A Mandatefor Change, Secretary of Defense William J. Perry described the need for greater
efficiency inDefenseacquisition.

“ DoD hasbeen ableto devel op and acquir e the best weapons and support systemsin theworld.
DoD and contractor personnel accomplished thisfeat not because of the[acquistion] system, but
in spiteof it. And they did so at a price...the nation can no longer afford to pay.” [PERRY 94]

Tosurviveintheglobal marketplace, private sector organi zationsmust constantly modernize
and upgradetheir management practi cesby increasi ng productivity and reducing costs. While
mai ntai ning military superiority, DoD must streamlineoperationstoincreaseefficiency andlower
costs. Thebottom lineiswehavetoimprovetheway we equip thewarfighter — inthetrenches,
inthecockpit, and onthebridge— with thesoftware systemsthey need, that work, areaffordabl e,
anddeliveredontime. [BROWNO95]

The Federd reinvention crusade hasbeen centered on theresults-oriented, performance-based
paradigm employed by |leading organizationsworldwide. Thisgroundswell movement is
manifestedinDoD’ ssalf-proclaimed* Acquisition Revolution,” which promisestobring profound
changesto an outdated, burdensome Defense procurement system. The Acquisition Revolution
foundationsfor successareillustratedin Figure4-1.

Defense
Reform Initiatives Quarterly RIC Reports
toUSD (A&T)
Department and
GT)EI:S of MRM Semi-Annual Reports
to Vice President
Defense
DoD Acquisition |Reinvention Center Management
& Goals & Delivering Great Service Reform
&  Measures & Fostering Partnership Memoranda
& Internal Reinvention

DoD Acquisition Enterprise Metrics

National Performance Review / Blair House Papers

& Government Performance Results Act
& Federal Acquisition Reform Act
= Federal Acquisition Streamlining Act

Figure4-1. Acquisition Revolution Foundations for Success
According to Undersecretary of Defense Jacques S. Gansler, (acquisition and technology),

“Acquisitionreformisnot aslogan. Itisafundamental transformationin our organization,
structure, policiesand processes— onewhich our acquisition work forcewel comesand which
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weall will work hardto achieve.” Gansler explainsthat DoD acquisition reform hasthefull
authority of Congressand theadministration. Itisadirect responsetothemajor legislative
initiativesdiscussed in Chapter 3, Satutory Framewor k Gover ning Software Acquisition.

4.1.1 Acquisition Reform Vision

“DoD will be recognized asthe World’' s smartest, most efficient, and most responsive buyer of
best-val ue goodsand servicesthat meet our warfighters needsfroma globally competitive national
indetrid bese” —DoD Acquisition Reform Vision

Section 912 of theNational Defense A uthorization Act for FY 98 directed the Secretary of Defense
to submit aplanto Congressto streamlinethe Defense acqui sition organi zation, workforce, and
infrastructure. In hisresponse, calledthe* Section 912 Report,” Cohen stated hisvisionfor the
acquisitionworkforce.

“ My vision of the acquisition workforce 10 yearsfromnow isonethat is smaller and in fewer
organizations; isfocused on managing suppliers, rather than supplies; and isfocused on thetotal
cost of owner shipto provideand support high quality goodsand servicesrequired by our warfighting
men and women. It will be aworkforcethat isengaged primarily in working with the Servicesto:

* Determineaffordability of requirements;

* Helping to establish and execute budgets;

*  Working toreducecycletimes;

» Establishing contractual vehiclesthat areeasily accessed by our customerswithin DoD;

*  Overseeing contractsto make sure the work gets done on time, within tough performance

parameters, and, of cour se, within budget; and,
* All thewhile, ensuring the public’ strust and confidence.” [COHEN98]

4.1.2 Acquisition Reform Mission

Gander explainsour Acquisition ReformMissionasfollows:

“We must capitalize on the lessons we have |ear ned from successful commercial restructuring to
adopt modern business practices, consolidate and streamline, embrace competitive market
strategies, and eliminate or reduce excess support structures.” [GANSLER98?

TheDoD acquisitionreformmission statementisasfollows:

“ Adapting the best practices of world class customersand suppliers;

* Continuoudly improving the acquisition processto ensureit remainsflexible, agile, and, to the
maxi mum extent possi ble, based on best practices,

* Providingincentivesfor acquisition personnel to innovate and managerisk rather than avoid
it; and

 Taking maximumadvantage of emer ging technol ogiesthat enablebusinessprocessreengineering
and enterpriseintegration.” —DoD’sAcquisition Reform Mission
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4.1.3 Acquisition Reform Goals

Accordingto Gander, acquisitionreform* goa sareclear: to dothejob better, faster and cheaper.
Wearetransforming theway we do busi ness— cutting costsand infrastructure— to freeup
fundsfor modernization.” [GANSL ER98] Thus, thegoal of acquisitionreformisto reengineer
the acquisition systemto be more effective, efficient, and timely in acquiring the best value
goods and servicesto support DoD’ smission to protect National Security. Accordingtothe
Federal Acquisition Streamlining Act (FASA), mgjor DoD acquisitionreformgoalsare:

* Reduced cycletimes,

* Costsavings,

*  Programstability, and
* Technology insertion.

4.1.3.1 Reduced Cycle Times

The 21 Century threat demands our acquisition system field software-intensive systemsand
support productswithin reduced cycletime. To becompetitive, world classU.S. companieshave
consistently demonstrated thattimeisthecritical variableto success. The most successful

companies devel op and deploy in shorter cycle times, meet faster support response time
requirements, meet unanti ci pated surge requi rements, and perform at much higher levelsthan
their competitors. Faster, better performanceal soreducescosts.

For weapon system acquisitions, DoD averages 13 to 15 years from conception to initial
production. With post-Cold War budget cuts, thesecycletimesare often evenlonger. Thiscosts
moreand preventsthe expeditiousdepl oyment of needed software-intensi ve systemsto support
thewarfighter. Asillustratedin Figure4-2, short-term annual budget cutscreateprograminstability
and often result inlong term cost increases. A ccel erating the timeto equip and sustain the
warfighter improvesforcereadinessdramatically — and savesmoney .

Long-Term

# Cost

Increases

Program
Instability

Short-Term
Reduction '

Figure4-2. Short-Term Budget Cuts Increase Costand Length of Program

“It’s not the big companies that eat the small: It’ sthe fast that eat the low.” — Kim Sheridan
[SHERIDANY6]

To shorten cycletimesunneeded tasks must beidentified and removed. Possible exampl es of
unneeded tasksareaudits, handoffs, and signature approvas. M erely performing the same process
stepsfaster —automati ng existing processes, increasing empl oyee overtime or extending shifts
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— doesnot reduce cost or improvequality. These actionsdriveup over-head, add cost, and do
littletoimprove software qudity. Only those processimprovement methodol ogiesthat positivdy
impact time, cost, and quality should beused.

Critical path itemsmust be eval uated and tradeoffs madethat best meet user needs. If asolution
achievesquality at ahigher cost, it may not beacompetitive solution (it may requireadditional
funding, moreinspections, longer cycletime, etc.). Alternatively, if onearbitrarily reducescycle
time (i.e., stopsinspectionswithout improving the process) then poor quality results. Both
Situationsincrease cost and/or diminish customer confidence. Theproper processimprovement
methodol ogy favorably effects speed, cost, and quality and addressesall aspectsof software
development: Theseinclude:

* Softwaredevelopmentteamskills;
e Standardization;

e Engineeringprocess,

* Simplicity of design;

* Reusability;
* Reuseof existing designs, architectures, engineering processes, test sets, documentation,
and plans;

* Userinvolvement and teaming at the earliest point of system development; and
e Combiningtasksand removal of handoffs.

Thismethodol ogy wasappliedtothe GBU-23 Bunker Buster program during Desert Storm. The
Bunker Buster wasconceived, devel oped, tested, and deployedin 28 daysand wassaid to have
played asignificantroleinendingthewar. Timeisapreciouscommodity and hasvalue. Applying
the correct processimprovement methodol ogy to cycletime, cost, and quality iskey to user
sati sfaction and success. The bottom lineis— blinding speed equal scompetitive advantage.
[CLUBB9G]

4.1.3.2 Cost Savings

TheReport of theQuadrennial Defense Review statesthat, with no additional congressional
funding, DoD must find other sourcesfor moniesto pay for needed forcemodernization. According
totheRevolutionin BusinessAffairs(RBA), acquisitionreform cost savingsareamajor source
of moderni zation revenues. These savingsareto accrue by adopting the busi nessbest practices
employed by leading private sector organi zations. Theseinclude* reengineering” or “reinventing’

acquisition processes(e.g., streamlining, reorgani zing, downsi zing, consolidating, automating,
and usingcommercial best practices).

“ Efficient business practices and reduced overhead will not only free up resour ces, they will also
contributedirectly to thetransformation of the Department’ ssupport structure.” — Deputy Secretary
of Defense John J. Hamre[HAMRESS]
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4.1.3.3 Program Stability

In Chapter 2, Software Acquisition Success: Exceptionor Rule?, welearned that the main causes
of software-intensivesystem acquisition programinstability include:

* Cregpingrequirements,

* Softwaresize/complexity growth,
* Inadeguateestimates, and

* Technology-drivensolutions.

Thesefactorsresultintechnical risk and lead to funding shortfallscaused by costly rework,
blown schedul es, and busted budgets. Accordingto Daniel P. Czelusniak [director, Acquisition
Program Integration, Office of the Deputy Undersecretary of Defense] technical risk and
uncertainty in DoD modernization programsresultsin 2% to 4% cost growth acrossall Major
Defense Acquisition Program (MDAP). Czelusniak warnsthat if wedo not achievetheprogram
stability goal, the cost and savingsbenefitsgained through acquisition reformwill be negated.

Mg or Defense Acquisition Program (M DAP) instability impactsacquisition funding throughout
the Program Objective M emorandum (POM ) cycle. Duringtheexecution year, poor management
and workarounds make problemsfester. During the budget year, risksmay be recognized but
fundsarenot avail abletofix problemsand moderni zation effortssuffer. Intheout years, optimistic
estimatesor ill-defined/ignored risksresult ininadequate program funding. Asillustrated in
Figure4-3, stabilizing mechanismsarepil ot programsto weed out acquisition risksand establishing
management reservesof fundsfor each stage of thebudget cycle. Programstability trandates
into reduced cost and shorter cycletimes. [CZELUSNIAK97]

/@on Eludget\ Out-Years of FYDP Annual
Year Year Reserve

Contingency Reserve $2B

Increased || Fully

Re_p'rﬁog"ram F.q-nded O&S Migration Reserve $1-$1.5B
Authority

Technical Risk Reserve $.75-1.25B

Figure4-3. MDAP Program Stabilizing Mechanisms [CZELUSNIAK97]
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4.1.3.4 Technology I nsertion

Accordingtothe FASA (with 1994 asthe baseline), acquisition reforminitiatives must achieve
thegoal of a50% reductionintheaveragelength of timefor technology insertion. Thiswill be
achievedby:

* Usingcommercialy availabletechnologies,
* Encouragingtradeoffsbetween cost, schedul e, and performanceat variousdevd opment stages;

and
* Expandingtheuseof Advanced Concept Technology Demonstrations(ACTDS).

4.1.3.5 Advanced Concept Technology Demonstrations(ACTDs)

AccordingtoJohn M. Bachkosky, Deputy Under Secretary of Defense, the Advanced Concept
Technology Demonstration (ACTD) programwasinitiatedin 1994 to permit early, inexpensive
evaluation of mature, yet advanced, software-intensivetechnol ogies. Performed beforeformal
acquisition, military usersassess military utility, devel op tactics, and concept of operationsto
realizethe potential of new and emerging technol ogies— from both Defense and commercial
sources. ACTDsarenot acquisition programs, nor arethey ameansto circumvent theformal
acquisition process. Rather, they provide away to prepare for acquisitions based on user
assessmentsof themilitary utility and valueof thenew capability.

Based on user acceptance, ACTDsallow for informed acqui sition decisionsand reducethetime
totransition software-intensivetechnol ogiesto thewarfighter. Animportant precursor tothe
formal (DoD 5000) acquisition process, ACTDsfocusoncritical military needs, early, continuous
warfighter involvement, andinexpensive military utility eval uations. With unprecedented global

proliferation of technol ogy, thelifeof advanced software-intensivesystemsismeasuredinmonths
rather thanyears. ACTD programswork closaly withthewarfighter to ensuremeaningful, credible
evaluations, and with the acquisition community to ensure smooth, rapid transitions.
[BACHKOSKY97]

4.1.3.6 DoD Acquisition Reinvention | mpact Center

A key National PerformanceReview initiative wasthe creation of agency “reinvention labs.”
AccordingtoVicePresident Al Gore, theobjectivesof thelab effort are

“ ...to pick a few placeswherewe can immediatel y unshackle our workers so they can reengineer
their work processesto fully accomplish their missions — places where we can fully delegate
authority and responsibility, replace regulationswith incentives, and measure our success by
customer satisfaction.” [GORE93]

4.1.3.7 Achieving NPR Acquisition Reinvention Impact Center (RIC) Goalsby
Year 2000

SECDEF Memorandum: Achieving National Performance Review Defense Acquisition
Reinvention Impact Center Goalsby Y ear 2000, 22 November 1997, outlined 12 acquisition
goastheDoD Acquisition Reinvention Impact Center (RIC) will achieveunder theleadership
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of theUnder Secretary of Defense(A cquisitionand Technol ogy). Accordingto SECDEF Cohen,
RIC goalsaddressthree main areas contained intheBlair House Paper sand serve asinput to
DoD’ sperformance plan required under the Government Performanceand ResultsAct (GPRA),
listedbelow.

NOTE: The Blair House Papers contain instructions and rules for government reinvention.
Vice President Gore presented these “reinvention marching orders” to the President’s
Cabinet at Blair House on 11 January 1997.

Ddivering Great Service

? ReduceCycleTime

? Responsvelogistics

? PurchaseCards

? Continuing Education/Training
Foster Partnership

? IncreaseProcurement

? SurplusProperty and Housing Privatization
? DecreasePaper Transactions
? Environmenta

Internal Reinvention

? StreamlineWorkforce

? LifeCycleCostsAccounting

? Reducelnventory

? MinimizeCost Growth

Thesegoalsare consistent with DoD’ svision, strategy, and plan outlined in theReport of the
Quadrennial Defense Review. Thegoal simpacting the acquisition of major software-intensive
systemsincludethefollowing:

GOAL #1.Ddiver new mgor defensesystemsto theusersin 25%lesstime. Thekey measure
for thisgoal istheaverage el apsed timefrom program start toinitial operational capability
(10C) (measured in months) for all MDA Psfor agiven calendar year.

GOAL #5.Withnotop-linebudget change, increaseannual defense procurement spending
toat least $54 billion, withagoal of $60 billionin 2001. Since 1988, DoD’ semphasishas
been on operationsand support accountsat the expense of weaponsmoderni zation accounts.
Weaponshaveaged to the poi nt wherereplacement isnecessary. Current procurement accounts
fall short of assuring proper moderni zationfor futurecombat forces. Thisgoal recognizesthe
constrained budget environment by raising the amount availablefor procurement without
affecting thetop-linebudget. Thekey metricsfor thisgoal arethe procurement account and
DoD total obligation authority (TOA).

GOAL #7.Decrease paper transactions by 50% through el ectronic commerce (EC) and
electronic datainterchange (EDI). Thisgoa reflectsthe commitment to employ ECtoreduce
cycletime, improvedataaccuracy and avail ability, reducecosts, and present asingle” face”
toindustry. Theprimary metric for thisgoal isthe number of paper transactionsasapercent
of total transactionsin contracting, datadeliverables, government acceptance (DD 250)
disbursement, and payment areas.

4-10


www.whitehouse.gov/WH/New/html/BOOK.pdf
www.defenselink.mil/pubs/qdr
www.defenselink.mil/pubs/qdr

Chapter 4: DoD Software Acquisition Environment GSAM Version 3.0

* GOAL #9. Eliminatelayersof management through streamlined processeswhilereducing
the DoD acquisitionworkforce by 15%. M anagement restructuring and acquisitionreform
initiativeshave streamlined management tasks, thus enabling thereduction of manpower at
thestaff level sand in acquisition offices. Successful implementation of I ntegrated Product
Teams (1PTs) hasimproved communications and reduced the need for oversight program
reviewsand program activity evaluations. Thekey metric for thisgoal includesthe number
of personnel intheacquisition workforceandin management.

*  GOAL #10. Establish acost accounting system that providesvisibility into weapon system
lifecycle coststhrough activity-based costing and management. The system must deliver
timely, integrated datafor management purposesto: (1) permit understanding of total weapon
costs; (2) provideabasi sfor estimating costsof future systems; and (3) provideinput to other
lifecyclecost management tools. Thelack of arobust and/or widespread cost accounting
systemisthesinglelargest impediment to controlling and managing lifecyclecosts (L CC).
Theprimary purpose of thisgoal istoimprovethevisibility into Total Cost of Ownership
(TCO).

e GOAL #12. Minimizecost growthin Mgjor Defense A cquisition Programs (M DAPSs) tono
greater than 1% annually. K eeping cost growth downin MDAP programsfreesup more
resourcesfor forcemodernization. Themetricfor thisgoal istotrack therateof cost change
inMDAPprograms.

4.2 Acquisition Reform Best Practices Initiatives

SincetheNational Perfor mance Review, the Defenseacquisition system hasbeen turned upside
down, insideout, reinvented, reengineered, realigned, reorganized, and reinvigorated. Thus, the
list of acquisition and management reforminitiativesisformidable. Whilethereformsareintended
to simplify the proceduresfor buying commercial servicesand products, the new software
acquisition environment requiresbetter business planning and knowledge of how toimplement
results-oriented management.

DoD isreengineeringitsacquisition processesto providethewarfighter with best-valuegoods
and services. For exampl e, the acqui sition workforce hasbeen cut by over 42% fromits 1989
peak, with planned futurereductions. To accel erate attainment of theacquisitionreformvision,
SECDEF Cohen explainsthat therearesignificant new reforminitiativesinthefollowingfive
categories.

Research, devel opment, and test restructuring;

Sustainment restructuring;

I ncreased acqui sitionworkforceeducation, andtraining;

Integrated, paper-lessoperations; and

Futurefocusareas(i.e., aprice-based acquisitionand full integration of test and evaluation
activitiesintotheacquisition process). [COHEN98

abhwNhPE
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Current reforminitiatives aff ecting the acqui sition of major software-intensive systemsinclude:

e Commercia Best Practices

* ContractingBest Practices

e  Management Best Practices

* PeaformanceBased BusinessEnvironment

* DefenseReforminitiative

* SoftwareAcquisition Best PracticesInitiative

* SoftwareProgramManagersNetwork

¢ InformationTechnology Management Reform I nitiatives
e SingleProcessinitiative

4.2.1 Commercial Best Practices

“ Over the past decade, the American commercial sector hasreorganized, restructured, and adopted
revol utionary new busi ness and management practicesin order to ensureitscompetitiveedgein
the rapidly changing global marketplace. It hasworked. Now the Department must adopt and
adapt thelessons of the private sector if our armed forces areto maintain their competitive edge
intherapidly changing global security arena.” — SECDEF William S. Cohen [ COHEN97]

The DoD A cquisition Revol ution isfounded on the adaptation of standard commercid, industrial

practices. Commercial practicesenable suppliersto conduct businessefficiently with the
Government inamanner similar to that used withtheir private-sector customers. Thisincludesa
broad rangeof potential activitiesthat can adapt to commercial practice. Theseincluderegulatory
and statutory streamlining, to eliminate unique Government requi rementsand practicessuch as
government-unique contracting policiesand practi ces, government-unique specificationsand
standards, and relianceon cost andysi srather than priceanadysis. Standard commercid, industria

practicesinclude, but arenot limited to:

* Contracting policiesand practices;

* Peaformanceand commercia specificationsand standards;

* Budget policies;

* Establishingfair and reasonabl e priceswithout cost data;

* Maintenanceof long-term rel ationshipswith quality suppliers; and

* Acquisition of commercial and non-developmental items (including components).
[HINTONGSS]

4.2.2 Contracting Best Practices

“ Competitionisthedriving forcein the American economy. It forces organizationsto improve
quality, reduce costsand focus on customers' needs. Continuoudly spurred by these forces, American

firmsarenow global leadersininnovation, cost performance and technological devel opment.

Competition offers the same benefits to DoD and plays a vital rolein our reform effort.” —
Deputy Secretary John Hamre [HAMRESS]
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DoDD 5000.2-R [discussed below] states that program managers must avoid imposing
government-uni querequi rementson contractorsthat significantly increaseindustry compliance
costs. Theuseof best practicesisto beaddressed at each acquisition milestonereview. Examples
of contracting best practi cesinclude:

* Commercia specificationsand standards

e Commercid-of-the-shelf (COTS) and non-developmental items(NDI)
* Bestvaueevaluationand award criteria

e  Opensystems

e Pastperformance

* Performance-based servicecontracting

* Peaformance-based specifications

» Softwarecapability evaluations(SCES)

* Paperlesscontracting

4.2.3 Management Best Practices

Management best practicesempl oyed by world-classU.S. companiesarebeing usedto attainthe
acquisitionreformgoal sof program stability, reduced cycletimes, cost savings, and technol ogy
insertion. Exampl es of management best practi cesdesi gned to accomplish thesegoal sinclude:

e CostasAnlindependentVVariable(CAIV).

* Integrated product design and devel opment (1PDD)
* Integrated productteams(IPTs).

* SimulationBased Acquisition (SBA)

e Tota Costof Ownership

* EarnedVdueManagement Syssem(EMVYS)

4.2.4 Performance-Based Business Environment

“ There comes a moment in time when a door opens and lets the future in.” — Graham Green
[GREEN9S8]

AccordingtoLt. Col. DennisDrayer (USAF), the Performance-Based Business Environment
(PBBE) isaquality, business-like environment that simplifiesand takesadvantage of thebasic
acquisition and sustai nment tool sused to enhancethe productswe provideto thewarfighter. The
PBBE complieswith the performance-based paradigm embraced by the Congressand mandated
by the acquisition and management reform |l egislation [discussed in Chapter 3, Statutory
Framework Gover ning SoftwareAcquisition]. Software-intens veprogram managersmust develop
refor medprogram strategi es, establish metrics, and report progresstoward meeting missongoals.
Thefollowingareguidingtenetsof PBBE:
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e Dual-useproductsand processes

* World-classprocesses

e Commercia state-of-the-art technology

e Integratecommercia and military development
* Better, faster, cheaper, smoother

* Integratecommercial efficiencies

DoD acquisitionteamsestabli sh performance-based environments, primarily through contractua

arrangementswith excellent suppliers. The Government, asan informed productsand services
buyer, defineswhat it needsin performanceterms(i.e., what the product isexpected to do) along
withwaysto verify that performance. Likewise, essentia technical and management processes
(specifiedintermsof expected resultsrather than“ howto” processdescriptions) al so promote
the performance-based environment. With product specificationsand key processexpectations
definedintermsof desired performance, industry can useinnovativeand efficient waysto produce
desired products. Thisisachieved through:

* Contractor-devel oped or -controlled key management processes,
* Longer contractor involvement in system sustainment; and
e Lessgovernmentoversight.

Such an environment encourages prime contractorsto promote good systems and software
engineering and similar busi nessrel ati onshi psthroughout the supplier base. Acquisitionteams
can expect resulting efficienciesto flow back up through lower prices, shorter cycletimes, and
improved product quality. Theobjectivesof the PBBE areto:

* Convey product definition and key processexpectationstoindustry in performanceterms,

* Promotelife-cyclesystemsand software engineering and management practices, including
integrated product and processdevel opment (1 PPD) and support;

* Increasetheemphasison past performance;

* Motivateprocessefficiency and effectivenessup and down the supplier base;

* Simplify acquisition and support methods; and

* Encouragelife-cyclerisk management versusrisk avoidance. [DRAY ER98]

4.25 Defense Reform Initiative

TheDefenseReform I nitiative (DRI )wasafollow—on to theQuadrennial DefenseReview (QDR)
andreflectstheresultsof the QDR process. It reflectstheins ghtsof successful businessleaders
who restructured and downsi zed their corporationsin arapidly changing marketplace. Throughout
the process, the Defense Reform Task Force adopted the motto of oneleading corporation:
“Strengthwith Speed.” They learned that winning inthe new eradependsasmuch ontheability
to respond quickly to new threatsand opportunitiesason theability to overpower competitors
head-on. Thecollective experience shared by |eading corporate executivesinterviewed by the
teamwasdistilled inacommon set of reform principles.
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* Focustheenterpriseonaunifyingvision,

e Commit theleadershipteamto change,

* Focuson corecompetencies,

e Streamlineorganizationsfor agility,

* Investinpeople,

* Exploitinformationtechnology, and

* Break down barriersbetween organizations.

These principles hel ped shapethe Defense Reform I nitiative, which mandates changein four
major areas.

1. Reengineer. Adopt modern busi nesspracti cesto achieveworld-classstandardsof performance.

2. Consolidate. Streamlineorganizationsto removeredundancy and maximizesynergy.

3. Compete Apply market mechanismstoimprovequality, reducecosts, and respond to customer
needs.

4. Eliminate Reduceexcesssupport structuresto freeresourcesand focuson corecompetencies.

VicePresident Al Gore prai sed the Defense Reform I niti ative at aPentagon meeting, Heexplained
that,

“ Big, all-powerful, all-knowing cor por ate headquarter s oper ationsare athing of the past. Today’ s
wor|d needsfast-moving, fast-thinking, fully empower ed front-lineworker sand front-linefighters.
Information technol ogy is changing everything from the way we buy equi pment to the way we
fight. Itisthe key to America’ sfuturestrength asa Defenseleader, just asitisthekey to America’s
future asa businessleader. Gover nment should emulate the best in business, learn fromthem, and
adopt their best businesspractices.” [GORESS]

4.2.6 Software Acquisition Best Practices Initiative

Under Secretary of Defense (USD) Memorandum: Softwar e Acquisition Best Practices|nitiative
wassigned on 8 July 1994. Itsobjectiveisto:

“ Provide an effective framewor k for managing the acquisition of lar ge-scal e softwar e devel opment
and maintenance programsthat are an essential part of our increas ngly complex weapon systems.”
— Jennifer Jones[JONES94]

Therearemany effective practi cesfor managing softwareinindustry and Government. However,
their use and understanding are not widespread within DoD software-intensive acquisition
programs. Thesebest practicesdirectly addressthe underlying cost and scheduledriversthat
cause softwareto be delivered over budget, | ate, and with diminished performance capability.
Thegoalsof thisinitiativeinclude:
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* FocusingtheDoD acquisition community on effective, high-leverage softwareacquisition
Mmanagement practices,

* Enabling programmanagerstofocustheir softwaremanagement effortson producing quality
software;

e Enabling program managersto exerciseflexibility inimplementing best practiceswithin
disparate corporate and program cultures; and

* Providing program managersand staff withthetraining and tool snecessary to effectively use
and achievethebenefitsof these practices. [ JONES94]

The Software Best Practices| nitiative representsthe coll ective efforts of nearly 200 software
devel opment and mai ntenance expert practitioners, industry leaders, softwarevisionaries, and
methodol ogi stsfrom commercial and government worlds.

4.2.7 Software Program Managers Network (SPM N)

The Softwar e Program M anager sNetwor k (SPM N) isatechnol ogy transfer organization funded
by Congressto providedirect support to DoD software-intensive programs. It involves project
officesfrom all servicesand OSD agenciesand isafundamental mechanism for improving the
acquisitionof large-sca esoftwaresystemns. The SPM N identifiesbest practi cesfor mgjor software-
intensive system devel opment and sustai nment programs, then transfersthose best practicesand
lessonslearned to individual programsthroughout the Department. Best practices (either
management or techni cal) arethosethat consi stently demonstratesi gnificantly highbottom-line
improvements[return oninvestment (ROI)] inoneor moreof thefollowing.

* Productivity,

* Development and/or sustainment cost,
* Schedule,

*  Qudity,

e User satisfaction, and
* Costandschedulepredictability.

ATTENTION! Is your program experiencing any of the problems listed in Chapter 2,
Software Acquisition Success: Exception or Rule? If yes, contact the Software Program
Managers Network! A Focus Team of software experts will discretely come to your
program and help get it back on track. Free of charge!

4.2.8 Information Technology Management Reform Initiatives

TheClinger-Cohen Act mandatesthat DoD improve day-to-day mission processesand properly
usesinformation technology to support thoseimprovements. Thislegislation brings DoD
acquisitionstogether by providing a closer link between the acqui sition of weapon systems,
Command, Control, Computers, Communications, | ntelligence, Surveillance, and Reconnai ssance
(CAISR) systems, and DoD information activities.
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Software-intensi vetechnol ogiesmust befielded inan orderly, fast, and efficient way. DoD must
use streamlined acquisition processes, commercial off-the-shelf productsand services, and
outsourcing, asappropriate, to take advantage of |eading industry capabilities. Theinformation
system investment portfolio concept emphasi zesthe need to do abetter job of prioritizing
information system capital investmentsand being accountablefor results.

Keeping theworkforce (military and civilian) trained in new software-intensivetechnologies
andimproved processesiscritical to achieving acquisitionreform savings. Inaddition, thisisall
invainif our information isnot protected. The Department must i mplement management best
practicesthat speed up devel opment and acqui sition programs, lower costs, and providethe best
possiblesupporttothewarfighter.

4.2.9 Single Process Initiative

The 1994 SECDEF William S. Perry plan, Mandatefor Change, explained that the pace of
commercial technology advancement in many sectorsfar exceeds Government sponsored
technol ogy efforts. Commercial technol ogy advancementsare outpacing DoD-sponsored efforts
inkey technology sectorscritical to military superiority (e.g., software, hardware, integrated
circuits, communi cations, and advanced materiad s). DoD-uniquelawsandregul ationsareimposed
on contractors, which place a premium on doing busi nesswith the Department. These non-
val ue-added requirementsinclude;

e Government cost accounting standards|e.g., material management systems, price and cost
anaysesprocedures, Cost/ScheduleControl System Criteria(C/SCSC)];

* Therequirementto provide product cost data;

* Recordkeepingandreporting requirements;

* Auditand oversight requirements,

* Accesstocompetitively sensitivefinancial data;

*  Socioeconomicand mandatory sourcerequirements,

* Requirementsfor rightsintechnical data;

e Security requirements; and

*  DoD-uniqueproduct and processspecificationsand standards.
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Figure 4-4. Defense-Unique Requirements Often Add 30% or More to the
Price of Open Market Items

4.2.9.1 USD Memorandum: Single Process|nitiative

USD Memorandum: SingleProcess| nitiative, 8 December 1995, providesguidancefor making
block changes to exi sting contractsto unify the management and manuf acturing requirementsof
contractson afacility-wide basis. Current contractorsare encouraged to prepare and submit
concept papersdescribing practi cesthat permit uniform, efficient facility-widemanagement and
manufacturing systemsand amethod for moving to such systems. Contractor recommendations
should be accompanied by acost-benefit analysis adequate to determine the rough order of
magnitude of thecostsand benefitsto the contractor of the proposed system changes (including
any impact onthecost of performanceof existing contracts).

The Commander, Defense Contract M anagement Command (DCMC), isthefocal point for
implementing thisinitiative and the contract block change process, illustrated in Figure
4-5. DCMC approves all requests for certified cost or pricing data in contractor SPI
proposals unless such data are required by law. The block change process is built on
existing structures within the components and OSD and is designed to create a sense of
urgency in the approval process for streamlining the use of commercial specifications,
standards or other processes on existing processes.

4-18


www.acq.osd.mil/ar/doc/8dec.pdf

Chapter 4: DoD Software Acquisition Environment GSAM Version 3.0

Proposal Approval Contract
Development 60 Days Modification
30 Days 30 Days
/ \ (30 Days) { \
Early ACO Facilities
Customer / | p|Review & Gathers
Industry Positions From (14 Days) AEQ
Interface Key Customers PMs / PCOs Executes
Concept . Review 1 Agreement Block
PEREL Agreement ves Change
T id Mod
v : No
Contractor NOt‘If)./ L—-’—/
Submits Remaining CAE / DAE
Block PMs [ PCOs Empowered
Change B Rep Resolves
Proposal
\ Contractor
Implementation
CAE / DAE
Empowered Government
\Q Resolves / —»| Implementation

Figure 4-5. Block Change Process Overview

SPI goalsareto ensurethat contractors use best practi cesand advanced technol ogi esto:

Meet warfighter needs;

Providebest value goodsand servicesfrom aglobally competitive national industrial base;
Reduce manufacturing and management costs and eliminate unnecessary direct and indirect
costdrivers,

Facilitatelean Defenseindustrial basereengineering;

Incorporate military specifications and standards reform in existing contracts and
reprocurements,

* Improvecost, schedule, performance, and affordability;

Allow transition to a Perf ormance-Based Bus ness Environment;

Support civil-military integration (eliminatethedi stinction between doi ng busi nesswiththe
Government andcommercial buyers);

* Improveprocessesfor environmental healthand safety; and

Reducethe need for oversight.

4.2.9.2 Adoption of Common Practicesat Defense Contractor Facilities

DCMC Memorandum: Adoption of Common Practices at Defense Contractor Facilities,11 Dec
1995, explainsthat the adopti on of commmon processesby contractorsenlieu of multiple, unique
DoD standards and specificationsisoneof the cornerstonesof acquisition reform. It established:
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* Management Council. The Management Council iscomprised of representativesfrom
DCMC, the Defense Contracts Audit Agency (DCAA), the contractor, and key DoD
stakeholders. The council performs SPI proposal reviews and approvals and ensures
contractor proposed changes are technically acceptable and brings contractor and
customers together.

e Component Team L eadersfrom each Service establish that contractor proposed process
changesaretechnically acceptable.

* Adminigtrative Contracting Officer (A CO) negotiatesbl ock changesthat modify contractsto

use common manufacturing and management process.
4.2.9.3 Prime/Subcontractor Relationship in the SPI

USD Memorandum: Primeand Subcontractor Relationshipsin the Single Process|nitiative
(SPI), 3 September 1996, states that the SPI applies to prime contractors who are also
subcontractorsto other prime contractors. Thereview of theimpact of the changesontheir
subcontractsand prime contractswill occur concurrently with thenormal block changereview.

4.2.9.4 SingleProcess|nitiativeand New Contracts

USD Memorandum: Single Process|nitiativeand New Contractswassigned 30 April 1997.
Some DoD organizationsareissuing solicitationsthat include military or Federal specifications
for which the Government has agreed to accept alternative single processes. | n afew instances,
companiesthat haveimplemented the SPI indi catethat they have been considered nonresponsive
when requesting to substitute an accepted single processfor asolicitation specification. When
contractorspropose M anagement Council-accepted singleprocessesassubstitutesfor solicitation
specifications, thosesingle processesshall beaccepted.

4.2.9.5 Review Approval of Single Process|nitiative (SPI)

USD Memorandum: Review and Approval of SingleProcesslnitiative, L May 1997, explains
that theDoD I nspector General isconcerned that Administrative Contracting Officers (ACOs)
areinhibited from obtai ning necessary technical or cost datafrom contractorsby rigidinterpretation
of the 120-day goal for implementing SPI concepts. ACOsareto understand that the 120-day
goal isachievableandthey should adheretoit except wheretechnical or cost benefit assessments
cannot beadequately performed withinthat timeframe.

4.2.9.6 Subcontractor Single Process| nitiative (SPI)

USD Memorandum: Subcontractor Single Process|nitiative (SPI), 16 May 1997 encourages
subcontractorsto submit SPI proposal stotheir prime contractorsif processesflowed-down or
imposed by the prime areinconsi stent with SPI processes accepted by the Government for use at
the subcontractor’ sfacility. Prime contractors should all ow the subcontractor to substitute
Government-accepted equival ent processes. M anagement Council sat primeand subcontractor
facilitieswill facilitate and enabl e substitution of accepted subcontractor SPI processes.
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4.2.9.7 The Single Process Initiative— A Long Term Per spective

USD Memorandum: The Single Processinitiative— A Long Term Per spective, 3 June 1998,
explainsthat the SPI has expedited thetransition of existing contractsto common best processes
by facilitating industry consolidation and plant moderni zati on, and encouraging innovation and
subcontractor reform. Whileat |east 140 facilities havetransitioned to the | SO 9000 quality
standard, wehavea ongway to go. Throughthe SPI initiative, emphasismust al so be placed on
integrating both prime contractorsand suppliersinto aPerformance Based Busi ness Environment
(PBBE).

Accordingto Lt. Gen. Drewes(DCMC), thethreemost frequently proposed SPI processchanges
areintheareasof quality programs, manufacturing processes, such asplating, encapsul ation,
and el ectrostati c protection; and business practices, i ncluding certification requirements,
subcontracting authorization, and work measurement, as illustrated in Figure 4-6.
[DREWES97]

Quality Program
Manufacturing
Business Practices
Configuration
Subcontract Issues
Military Soldering
Property
Calibration
Material Review
Test Requirements
Software

Cost Data Reporting

60 80 100 120

Figure 4-6. Most Frequently Requested Process Changes [DREWES97]

4.3 DoDD 5000.1/DoD 5000.2-R

DoD 5000.1, Defense Acquisition Dir ective and defense acquisition regul ation, DoD 5000.2-R,
Mandatory Proceduresfor M gjor Defense A cquisition Programs (M DA Ps) and M gor Automated
Information Systems(MAIS), areDoD’ supdatetoitsacquisition policiesto accomplish several
objectives, including compliancewiththeFederal Acquisition Streamlining Act (FASA), Paper
Reduction Act (PRA), andtheCohen Act..

Themost important iteminthe current revision appliesto software-intensive systems. Withthe

Cohen Act’ srepedal of theBrooksA ct, acquisition policy for M DA Ps(embedded weapon systems)

and M Al Shasbeen combinedinto oneguidancedocument. Severd separate Al Spolicy documents

inthe 7920 and 8120 directive and instruction serieswere cancelled. Whiletherevised DoDD

5000.1 specifiesguiding principlesfor all DoD acquisition programs, the new regulation
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5000.2-R applies specifically to major programs. The intent of this change is to
decentralize acquisition practice and allow Component Acquisition Executives more
autonomy in managing the programs for which they are accountabl e.

4.3.1 Milestone Decision Authority (MDA)

MDAPs(ACAT ) aresubjecttoMilestoneDecision Authority (MDA) review by the DAB under
theresponsibility of theUSD (A& T). The Program Manager (PM) isin chargeof theprogram
and Integrated Product Teams (1 PTs) areempowered to hel p the PM resolveissuesbefore DAB
reviews, thusstreamlining thereview process. By combining all acquisition programsunder the

5000-series, onjoint ACAT | and ACT | A programs, program management requirementshave
been cutin half. Figure4-7 showsthat on joint programs only one of each of thefollowing
need be prepared:

* Onequdlity assurance program;

* Oneprogram change control program;

* Oneintegratedtest program; and

* Oneset of documentation and reportstoinclude:

* Onejoint program Operational Requirements Document (ORD),
* OneTestandEvaduation Master Plan (TEMP),

* OneAcquisition Program Basdine (APB),

* OneDefenseAcquisition Executive Summary (DAES),

*  OneQuarterly Reportfor ACAT IA programs, and

* OneSdected Acquisition Report (SAR) for ACAT | programs.

DoD Directiv
= 50(;7;: = DoD Requlation

' 5000.2-R

atory Procedures

Acquisition
: Pr ".’E.--am

ASD{AET)!
D(AST)| rogtan

Defense Togy

XY
Acquisition _J‘fa‘:’"a&nn Defense

/ S Sum mary

Figure 4-7. DoD 5000-2R MDAP and MAIS Review and Reporting Structure
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4.3.2 Elimination of the MAISRC

OSD M emorandum: Elimination of the Major Automated | nfor mation System Review Council
(MAISRC), 28 July 1998, statesthat since 15 March 1996, oversight of M ajor Automated
Information System (MAIS) acquisitionprograns(ACAT I A programs) hasbeenlargely conducted
through theintegrated product team (1 PT) process. With the success of acquisition reform and
thel PT process, and therel ated emphasi sonteamwork, tail oring, and empowerment, itisrarely
necessary to hold aformal meeting of theM AISRC. Aspart of DoD streamlininginitiatives, the
MAISRC isdisestablished. TheMAISRC Overarching | PT (Ol PT) hasbeen redesignated the
Information Technology OIPT.

ASD(C3I), theDoD CI O, continuestobetheM DA for ACAT I A programs. Whenissuesregarding
ACAT I A programs cannot beresolved by the | PT process, the DoD CIO or hisdesigneewill
conveneaspecial review toresolveissues.

4.3.3 Software-Intensive Systems

DoD 5000.1 recognizesthat softwareisacritical elementin DoD systems. It statesthatitis
critical that softwaredevel opershave:

* A successful past performancerecord,

* Experienceinthesoftwaredomainor product line,

* A maturesoftwaredevel opment process, and

* Evidenceof useand adequatetraining in softwaremethodol ogies, tool s, and environments.

4.3.4 Software Engineering

DoD 5000.2R requiresthat all software devel opments must be managed and engineered using
commercia best processes and practicesto reduce cost, schedul e, and performancerisks. As
required by the Cohen Act, software-intensive systems must be designed and devel oped based
onsystemsengineering principles, whichinclude:

* Architecture Softwaresystem architecturesaredevel oped that support open system concepts,
exploit commercial off-the-shelf (COTS) computer products; and providefor incremental
improvementsbased on modul ar, reusabl e, extensi ble software.

* Reuse. Softwarereuseopportunitiesareidentified and exploited (Government and industry)
bef ore beginning anew software devel opment.

* Programminglanguages. Programming languages are sel ected in the context of the systems
and software engineering factorsthat influence overall life-cycle costs, risks, and potential
for interoperability [see ASD(C3Il) Memorandum, Use of the AdaProgramming Language,
29 April 1997.

* Standard data. DoD standard datais used [see DoDD 8320.1].
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* Successful contractors. Contractors are selected with:
? Domain experiencein devel oping comparabl e software systems;
? Successful past performancerecord; and
? Demonstrabl e softwaredevel opment capability and amature process.
* Measurement. Contractorsare sel ected with amature measurement processfor planning,
tracking ng, and improving the software devel opment processand software product(s).
* Risk management. I nformation system operational riskshavebeen assessed[seeDoDD S

3600.1].
* Year 2000. All softwareisY ear 2000 compliant.

4.3.5 Information Security

Incompliancewith PRA and Cohen Act provisons, Al Ssystemsmust bemanaged and engineered
usi ng best known processesand practicesto reduce security risks, including therisksof timely
accreditation. Information assurance requirements must beincluded in program and systems
design activitiesto ensureavail ability, integrity, authentication, confidentiaity, and non-repudiation
of critical program technol ogy and information. Thisincludesproviding for therestoration of
informati on systemsby i ncorporating protecti on, detecti on, and reaction capabilities. Information
assurancerequirementsareto beestablished and mai ntai ned throughout theacquisitionlifecycle
foral ACAT IA programs(and othersasapplicable). All Al Ssmust meet security requirements
in accordance with DoDD 5200.28 and be accredited by the Designated A pproving Authority
before processing classified or sensitive unclassified data. Exceptionsto theDoDD 5200.28
requirement to use trusted computer products, listed on the Endorsed ProductsList, will be
granted only by theDoD CIO[ASD(C3l)].

4.3.6 C4l Support Plan

DoD recognizesthat 60% to 80% of asoftware-intensive system’ slifecyclecostisincurred
during post-deployment softwaresupport (PDSS). Toimplement Total Ownership Cost (TOC)
initiatives, for C4l systemsand all weapons systems/programsthat i nterfacewith C4l systems,
DoD 5000.2R requiresthat asupport plan be prepared. The C4l Support Planincludes:

e Systemdescription,

e Employment concept,

e Operational support requirements(including C4l, testing, andtraining),
* Interoperability and connectivity characteristics, and

*  Managementand scheduling.

Anevauationof compatibility, interoperability, integration, andintel ligencesupport for targeting
requirementsmust al so be performedfor all major weaponssystemsand programs. C41 SR (C4l

surveillanceand reconnai ssance) requirementsmust bereviewed and updated at every milestone
decision and whenever the concept of operationsor intelligencerequirementschange.
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4.3.7 Results-Oriented Acquisition Management

Evenbeforethe FASA and Cohen Act, 10U.S.C. 2435 required that DoD establish GPRA cost,
schedul e, and performancegoal sinan Acquisition Program Baseline (APB) document for each
MDAP.

DoD’ simplementation of FASA, TitleV performance-based management provisionsarereflected
in DoD 5000-2R by emphasi zi ng the determination of producibility early inthedevel opment
cycle. Thepoalicy statesthat producibility iskey to managing risk and that exi sting devel opment
processes must be capitalized on when possible. It al so statesthat production should not be
approved until thedesi gn hasbeen stabilized, devel opment processes have been proven, and
facilities, equipment, [and peopl €] areinplace. [HINTON9S8]

4.3.8 Linking Acquisition Programs to Strategic Goals

Tocomply withthe GPRA, the Mission Need Statement (MNS) must belinked withthemission
described intheDoD Strategic Plan (the QDR). Thisemphasi zestheinterrel ationshipsamong
defining requirements, managing system devel opment, and making funding decisons. Themain
objectiveistotrandate users needsinto productswith affordability asakey discriminator.

4.3.9 Nontraditional Acquisition

DoDD 5000.1 encompasses several guiding principlesthat reflect how areinvented defense
acquisition systemisrespondingtolarger changesintheglobal threat environment. For example,
thenew policy stressestheimportance of nontraditional acquisition:

“ Demonstr ationsbased on matur etechnol ogiesmay lead to morerapid fielding. Whereappropriate,
manager sin the acquisition community shall make use of non-traditional acquisition techniques,
such as Advanced Concept Technology Demonstrations (ACTDs), rapid prototyping, evolutionary
and incremental acquisition, and flexible technology insertion.” [DoD 5000.2R Para 2.7]

Other nontraditional policy principlesinclude modeling and simulation, innovative practices,
modular contractingfor M Al Sacquisitions, and Cost Asan I ndependent Variable(CAIV). Moving
away from the historical report-based i nteraction model, DoD 5000.2-R explicitly relieson
Integrated Product Teams (I PTs) to break down thebarriersbetween different organizationsand
acquisitiondisciplines. | PT senabl eintegrated sol utionsto management problems.

4.3.10 Acquisition System Reengineering

With the 5000-series, DoD consolidated an acquisition policy system that had grown out of
control, by “ deconstructing” and consolidatingitinto aminimal set of mandatory principlesand
proceduresto empower managerswith the greatest possiblediscretion. Thus, theregulation

statesthat itisnot be supplemented by any DoD Component documents. ItdirectsDoD officias
to keep to a minimum service-specific directives, regulations, policy memoranda, or
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regulations to implement the mandatory procedures. It al so seeks to separate mandatory
policiesand proceduresfrom discretionary practices. Theintent isto empower acquisition
managers with the freedom to exercise sound judgment when structuring and managing
defense acquisition programs. For example,

“ The Department encourages PMsto continually search for innovative practicesthat reduce
cycletime, reduce cost, and encourage teamwork.” [DoDD 5000.1, para2.h.]

Thisrevision hasresponded to the perception that the past 5000-seriesdocumentswereunwieldy
and too complex. To makethem user-friendly, the current documentsareincorporated into the
Defense Acquisition Deskbook, theuniversal electronic and hard copy repository of all DoD
mandatory and discretionary guidance. [FERRARA96]

4.4 Acquisition Reform: Challenge and
Opportunity

“Thereisno singleinstant fix that the DoD canrely onto meet our national security needs. [ Joint
Chiefs of Saff Chairman Army Gen.] Omar Bradley once said that * Drawing a plan is 10% of the
job; seeing that plan through isthe other 90%,” So, too, with...re-engineering, we need to see our
plansthrough—over thelong haul. It iseasy to talk about why; harder to talk about how; even
harder to do—it’ simpossible to do without incentives and owner ship being passed down to the
stakeholders. It means your planswill need to contain the right incentives, ones designed so
organizations will have the motivation to implement your plans.” — Paul P. Kaminski
[KAMINSKI196]

Theacquisitionreformtrain hasleft thestation. Itismoving forward at full speed. Therewill be
mountai nsthat challenge usin reaching our goals. Therewill also bevalleysthat giveusthe
opportunity toimproveour methodsand smooth out thejourney. Reaching our destinationisan
important mission for the acquisition corps. Thewarfighter and the nation are counting on our
success. Our aging arsenal and technol ogy infrastructure cry out to cut costs, shorten cycletimes,
improve software quality, and bring on the most advanced technology money can buy. Learn
fromthese challengesand build onthe opportunities!

4.4.1 Challenges

Too many have been satisfied to | et thingsflow along asthey havein the past and not rock the
boat. Improvement includes more that having better ideas and methods. It also requires
overcomingtheinertiaof thesysteminplace. Aswediscussedin Chapter 2, SoftwareAcquisition
Success. Exception or Rule?, wenot only haveareasof fail ure, there are numerousobstacles
whichtendto keep usfrom changing. With so many areasthat need i mprovement, it might seem
overwhelming to the point of paralysis. Weneed to remember that challengeisthe catalyst of
growth, and that so many areasin need of improvement provideopportunitiesfor amost everyone
tomakeadifferenceinthetotal outcome.
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4.4.2 Opportunities

According to Derek Vander Schaffer, former DoD Deputy I nspector General,

“DoD haseither been trying or having someone elsetry to reformthe acquisition processfor as
long as | can remember. Thistime there appearsto be somereal progress... [the Deputy Under
Secretary of Defensefor Acquisition Reform and staff] have advanced the acquisition reformball
further inthelast two and a half yearsthan it has been advanced in the last 20 years by all kinds
of special commissions.” [VANDER SCHAFFER96]

Clearly, thereismuch morethat can and should bedone. Thisisnot an attempt towring out the
|ast few percentage points of improvement in software acquisition processes. Westill find
ourselvesrelatively near the beginning, with opportunitiesfor improvement all around usin
every area. What i srequired are acqui sition managersand team memberswho aredetermined to
step beyond the statusquo to maketheir projectsperform better than previousefforts.

Therearemany thingswea ready excd at [ see Chapter 2, Software Acquisition Success. Exception
or Rule?]. Searching our successesfor |essonson what we do right can give usinsight to meet
our challengesand create more successes. Theengine of changeismoving andwehavean
opportunity likenever beforetoimplement real improvements.

4.4.2.1 Anderson and Rebentisch Study

Anderson and Rebenti sch conducted asurvey of program representativesfrom 37 acquisition
programsthat DoD and the Defenseindustry regarded as pioneersinincorporating commercial
best practicesintotheir acquisition strategies. Theseprogramsspanned all the Services— Army,
Air Force, Navy, Marine Corps, and Coast Guard. Fromthisgroup, 23 programsyielded sufficient
datafor detailed research and study purposes. | ncluded in the 23-program samplewere seven
aircraft programs, five ship programs, four munitionsprograms, and seven other magjor software-
intensiveacquisition programs. Overall, they found commercia practi cesyiel ded strong benefits
for cost, schedule, and quality withfew, if any, reported compromisestolife-cyclesupport and
life-cycle costs. These commercia best practicesincluded thefollowing eight.

* Past performance. Previous performance on government contractsis used as a source
evauationfactor. A 1995 changetotheFederal Acquisition Regulation (FAR) mandated past
performancefor all contractsover $1. million.

* Bed value. Contract awardisbased on arangeof eval uationfactorsbesidesthelowest price,
such asquality, life-cyclesupport, life-cycle costs, and other relevant factors.

e Commercial warranties Theacceptance and use of standard commercia product warrantees
or the purchase of extended product warranties, rather than special, government-unique
warranteerequirements.

* Government/contractor cooper ation and relationship. A cooperative, mutually beneficial
rel ationshi p between the Government anditscontractorscharacteri zed by reduced government
oversight, long-term partnerships, and contractor or industry participationin programintegrated
Product Teams(1PT).
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* Performance specifications. Government requirements are defined in terms of
performance. Contractors have moreflexibility to reduce costs and enhance support.
The ultimate responsibility for performance is shifted to the contractor.

* Commercial specificationsand standar ds. The samedesign, production, management, and
accounting practicesarereguired in government contractsasare currently used inthe
commercial marketplace. In 1994, the Secretary of Defense mandated thispractice.

* Streamlined contract administration. Government acquisition processesaresimplified by
streamlining internal policiesand reducing contract dataddliverables(CDRL). For instance:
oneprogram consolidated 23 management documentsinto only five; several programsreaped
substantial efficienciesby using thelnternet for e ectronic datainterchange.

e Commercial-off-the-shelf and non-developmental items(COT S/NDI). Recent FAR, Part
12 proceduressimplifiedthe COTS/NDI acquisition process. [ANDERSON98]

Figure 4-8illustrates the frequency with which the eight commercial practices are being
used by therespondent programs. Recent acquisitionreforms(e.g., military specifications
and standards reform, the use of performance specifications, and contract streamlining)
figure prominently in the practices cited. Interestingly, a large number of program
representatives considered developing a close working relationship between the
Government and contractor as an important commercial practice.

Commercial Specs & Stds %

Performance Specifications 7
Streamlined Contract Administration 18
Govt/Contractor Co-op Relationship 1"

COTS/NDI 8
Commercial Warrantee L
Best Value [

Past Performance 4

Figure 4-8. Frequency of Commercial Best Practice Used on 23 DoD Programs
[ANDERSON©98]

Anderson and Rebenti sch found that improvementsin cost and schedul e performanceattri buted
to the use of commercial practices varied substantially, depending upon the specific

practice used. As illustrated in Figure 4-9, the practice of government/contractor
cooperation wastheleader for cost reductions, yet itsimpact diminished significantly for
schedulereductions.
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Govt/Contractor Co-op Relationship i i
E I . %
COTS/NDI 188
Streamlined Contract Administration . Ha
) T 6%
Commercial Specs & Stds__ %
P I 17.5%
PeﬁonnanceSpecmcanns“_ P
0,0%
Best Value s
Past Performance m T b dule Bedustion
+ Cost Reduction
i 0.0
Commercial Warrantee ey
) i i ) I
0% 10% 20% 30% 40% 50% 60%

Figure 4-9. Cost and Schedule Reduction Results of Most Frequently Cited
Commercial Practices [ANDERSONO98]

Threepracti cesreflected negligi bl e performanceimpact, but A nderson and Rebenti sch thought
their benefitsmay bedemonstrated during other phasesof the system’ slifecyclesuch assource
sel ection or sustainment. They includebest val ue, past performance, and commercia warranty.

Representativesfrom the 23-program sampl e confirmed that the useof commercial best practices
had yielded valuabl e program benefits. Their useresulted in direct program savingstotaling
amost $4 billion. That equatesto average savings of 4.3% per program. [ANDERSON98] In
other words, afew percentage pointsimprovement acrosstheboard can savebillionswhich can
then beusedtoimproveother areas.

4.4.2.2 Coopers & Lybrand Study

The 1997 DoD-sponsored Coopers& Lybrand study, Acquisition Reform I mplementation: An
Industry Survey, was an assessment of how well DoD isdoing inimplementing acquisition
reform, at the contract levdl. It found that significant acquisition reform hasbeen achieved over
the past four years. However, implementation isuneven and inconsi stent acrossand withinthe
military servicesand buying commands. Continued commitment totrainingisvital with special
emphasisin:

* Market research/exemptionsto certified cost or pricing,
* Parametric estimating,

e Commercia product definitionand pricing,

* Integrated product team practices, and

* Performance-based business environment.

Regarding industry awarenessof individual change d ementsassociated with DoD’ sacquisition

reform effort, thereisamoderatelevel of awarenessthat averaged 2.6 on aO=low, 4=high point
scale. The survey results show amoderate level of implementation of acquisition reform
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based on responses across all interviews conducted that averaged 2.9 on the same scale.
The Coopers & Lybrand study identified snapshots of successesto include:

Streamlined RFPs. 40% positive reducti on in page volume between the RFPfor the previous
buy andthepost-reform RFP.

Open systems Positiveimpact on cost — new functionality at no cost increase.

Contractor configuration control. Cost reduced 15%; simplifiesdesign process, permits
manuf acturing technique changesto reduce compl exity, mean-time-been-failure (MTBF)
increasedfrom 10to 120 hours.

Simulation testing. Contract costs reduced 60% to 65% by using simulation instead of

engineering tests.

TheCoopers& Lybrand study snapshotsof opportunity include:

Specificationsand standards. Call outsin RFPswere significantly reduced but reappeared
inother documentsasreferencesand requirements.

Simulationtesting. Testing community isblocking simulationinstead of testing— ricebowl
issue.

Reduced Truthin NegotiationsAct (TINA) sweeps. Thereislittleevidencethat government
principlecontracting officers (PCOs) arewilling to agreeto cut-of f datestoreduce TINA
sweeps.

Commer cial quality programs Conversionto SO 9000 resulted inanincreasein quality
auditsand morewritten proceduresthan MIL-Q-9858A.

Recommendationsfromindustry for effecting greater reformintheDoD acquisition process
applicableto major software-intensive systemsinclude:

Alphacontracting. Improve quality and consi stency of onepass contracting.

Truthin NegotiationsAct (TINA)-related exemptions/provisons. Increasetheuseof TINA-
related exemptionsand provisioninthe FASA. For example:

? Commercia exemptionsto certified cost or pricing data,

Alternativepricing mechanisms(priceanalysis, market research, etc.),
Parametricestimating, and

Cut-off datesto reducethecost “ sweeps’ inherent in maintai ning compl ete, accurate,
and current cost packages.

Commercial pricing. Provide education and training to government contracti ng personnel
related to commercial pricing principlesand techniques.

SinglePr ocessl nitiative. Continue application of the SPI with emphasisonfacilitating the
prime-subcontractor change process.

Electr onic commer ce/electronic data inter-change (EC/EDI). Accel erate the use of EC/
EDI intheacquisition process.

Perfor mance-based r equir ements. I ncrease emphasi s/ understanding of the Performance-
Based BusinessEnvironment.

Integrated Product Teams (IPTs). Improve the effectiveness of |PTs by empowering
members to act limiting value-added government personnel.

N ) N
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* Logisticssupport. Integrate life cycle support considerations into future acquisition
reform strategies.

* Contractor oversght. Alignfieldlevel staffing of contractor oversight consi stent with risk-
based management.

e Program gability. Foster initiativestoimproveprogram stability. [ COOPERS97]

4.4.2.3 Defense Acquisition Pilot Programs

TitleV of the FA SA requiresthe Secretary of Defenseto propose one or more of the Defense
Acquisition Pilot Programs (DA PPs) outlined in the A ct to implement the conceptsof mission-
oriented, results-based program management. DoD istrackingtheeffectsof FASA acquisition
reforminitiativeson seven pilot programs, whichwereafforded early statutory and regul atory
relief to set theexamplefor acquisition reform. The seven pil ot programsinclude:

* FireSupport Combined ArmsTactical Trainer (FSCATT),

e Joint Direct Attack Munition (JDAM),

e Joint Primary Aircraft Training System (JPATS),

e Commercia DerivativeAircraft (CDA),

e Commercida DerivativeEngine(CDE),

* Globa Grid,

* DefensePersonnel Support Center (DPSC). [NPR-DoD93]

Accordingtothe1997 Report: Celebrating Success. ForgingtheFuture sincetheir designation
asDAPPs, thepilot programshave successfully implemented numerousinnovative acquisition
techniquesincluding:

* Specification/standar dsstreamlining. Reduced the number of unique Mil-Specsand Mil-
Stds by 80% to 100%.

e Commercial style milestone billing. In conjunction with a fixed-price EMD, reduced
adminigtrativeeffort associ ated with progresspaymentsand ensured demonstrati on of technical
progress.

* Earned valuemanagement. Reduced contractor/government management burdensassociated
with cost/schedul e reporting and provided enhanced insightinto program progress.

* Reduced oversight. Using integrated product teams (1 PTs) and €l ectroni c datainterchange
(EDI), improved management decisions.

e Commerdal practices Includedlong-term contracts, commercial logistic support, commercia
R& D, and el ectroniccommerce.

* Rolling down-select. Evaluated competing Dem/Val contractors through actual
contractor performancewith feedback and exchange. The approach reduced RFP costs
by 70% and Bid and Proposal (B& P) costs by 50%. [DAPP97]

Thesetechniquesresulted in acquisitionimprovementsincluding faster cycletimes(timetofirst

delivery), reduced contract costs, and moreefficient program staffing compared to traditional
programs, asillustrated in Table4-2.
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Proaram m Proaram Staffina
JDAM 35% 50% (AUPP)
FSCATT 13.5%

JPATS
CDE 60%

Table 4-2. DAPPs Improvements in Acquisition Efficiencies [DAPP97]

4.4.2.4 Acquisition Reforms Save M oney and | mproves Service

On18March 1998, Undersecretary of Defense Jacques S. Gand er (acquisitionand technol ogy),
gaveaspeech beforethe Acquisition and Technol ogy Subcommittee, Senate Armed Services
Committee* Acquisition ReformsSaveM oney and mproveService.” Init, hecited two particular
examplesof acquisitionreformresults.

TRW now produces military-unique computer circuit boardsfor the Air Force’ sF-22 Raptor
fighter aircraft and the Army’ sComanche helicopter on the same production lineasitshigh-
volumecommercial el ectronicsproducts. Thishasresultedin 30%to 50% savingsand aproduct
that exceedsDoD requirements.

TheDefenseL ogisticsAgency hasused commercial buying practicesand purchased high-quality
commercial items(instead of military-standarditems) which, from asampleof morethan $190
millionworth of items, resulted in savings of morethan 20%. Thelogisticsresponsetime
differential, dueto using commercial practices, improved by 50% and, when prime vendor
practices were used, improved by 95%.

“Under acquisition reform, the culture changes fromdistrust and over sight to accountability,
trust, and processcontrols. Gover nment must rely onthe contractor’ ssoftwar eengineering process
to ensureaquality product and it must under stand the execution of that process. Both sides must
accept some risks and adopt a paradigm of greater reliance on the contractor’ s commitment to
deliver quality productsand services.” — G.W. Pechinand SK. Gupta[PECHIN97]
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