Executive Summary


Title�
Acquisition Reform (AR) PN 97-502


�
�
Purpose�
This acquisition management review (AMR) assessed AR deployment within the AIR FORCE.  





This AMR assessed the major players (or organizations) to determine their understanding and acceptance of AR.





This review also assessed AR deployment in the following four areas:  


Impact on the acquisition work force.


Processes impacted by AR.


Financial aspects of AR. 


Users', testers’, and MAJCOM sustainers’ perspectives of AR. 





Recommendations to further improve AR deployment are included in each of these four sections.


�
�
Scope�
This review of AR provided insight into the progress of current AR deployment (including activities from Jan 94 through May 97) and a road map for improving and accelerating deployment.





This review was accomplished as an interim assessment, 3 years of implementation.  The review team’s goal was to identify for senior leadership the areas that were shining, and those that needed additional attention.





This review focused on systemic trends in AR deployment across Air Force Materiel Command (AFMC) and the interaction among the various headquarters organizations and the acquisition community.  This review did not attempt to focus on or evaluate individual programs or product/air logistics centers. 





We interviewed a wide cross-section of 450+ Air Force personnel from over 50 programs at product and logistics centers, labs, test centers, and MAJCOM headquarters.  We interviewed approximately 100 employees from 30+ companies.  Key criteria for program selection included pilot and lead programs as well as a mix of program executive officer (PEO) and designated acquisition commander (DAC) programs having contract activity in the past 18 months.�
�
Background�
AR was a SECDEF initiative to streamline acquisition processes.  The AR principles of “better, cheaper, faster, and smoother” were intended to be realized through fewer restrictions, use of commercial and government best practices, empowerment, and enhanced teaming.





Significant initiatives affecting AIR FORCE acquisition had been generated at all levels.  These included the Federal Acquisition Streamlining Act, the rewrite of the DoD 5000-series defense acquisition directives, and the creation of the eleven SAF/AQ “Lightning Bolts”.





Multiple field-level submitters suggested AR as a topic for IG review.  The topic was deconflicted through the SECAF-established Acquisition Oversight Coordination Board (AOCB), and subsequently approved by The Air Force Inspector General on 30 Jul 96.  Prioritization by AF/IL, SAF/AQ, and AFMC/CV led to this review being conducted in FY97.  SAF/AQ was identified as the process owner and review sponsor.  Deputy Under Secretary of Defense (DUSD) AR was a secondary sponsor of the review.





Review scoping was conducted in Jan-Feb 97.  Interviews took place from Mar-May 97.  Recommendations were briefed to SAF/AQ on 29-30 Jul 97, and to AFMC/CC on 23 Sep 97.  The review schedule was accelerated to provide timely input to the development of the SAF/AQ portion of the Air Force Strategic Plan.


�
�
Overall Assessment�
For key areas of AR, we assessed the deployment of AR on a spectrum from awareness to results.  Please refer to the figure labeled AR Deployment Assessment Summary.


�
�
Performance-Based Requirements


�
The shift to Performance-Based requirements was effectively deployed by most acquirers, with the exception of the ALCs for spares buys.  The ALCs were trying to find ways to apply performance-based requirements to these buys.  Users were attempting to write their requirements in performance terms, but in many cases had difficulty transitioning to this approach.  MAJCOM sustainers and operational testers faced major problems in this area and were just getting up to speed on this concept.





�
�
Military Specifications/ Military Standards (MILSPEC/MILSTDs Reduction 


�
Most acquirers had deployed MILSPEC/MILSTDs reduction.  Again, the ALCs were having difficulty applying this concept to the purchase of spares.  Users, MAJCOM sustainers, and operational testers understood the policy but had concerns towards the deployment of this policy.


�
�
Commercial-Off-The-Shelf (COTS)





�
With respect to COTS, contractors and ALCs were taking advantage of commercial technology, components, and subsystems in modifications and spares buys.  Product centers were buying COTS, but they were not properly planning for sustainment.  Users, MAJCOM sustainers, and testers understood the policy and how to apply it, but were concerned with the ability to test, operate, and sustain systems without the data they needed.


�
�
AR Metrics


�
In general, AR metrics was deployed, but did not provide the insight or data, to further improve AR or acquisition processes.  Workers were accomplishing metrics with the guidance they received, and therefore were indicating behavior changes.  However, metrics were not understood and many were perceived as contrary to AR tenets.  Negative feelings regarding the utility of these metrics were evident.  


�
�
Best Value


�
Most acquirers had deployed best value on new contracts.  However, industry had difficulty understanding how to effectively propose to best value solicitations.


�
�
Cost As An Independent Variable (CAIV)


�
Finally, the deployment of CAIV was in its infancy.  Only a few programs applied CAIV on their contracts.  When correctly placed on contract, industry successfully met the challenge.  Much of the problem was a lack of understanding of CAIV and how to apply it to life cycle costs.





We believe the three areas requiring significant further attention are CAIV, best value, and metrics.


�
�
Overall


�
Overall, AR initiatives were being deployed effectively by most acquirers.  Contractors were doing well in their implementation of AR.  However, the comptroller, user, sustainer, and tester communities were in the early stages of deployment.





It is important to note that these ratings are not necessarily showing fault with these communities, but instead highlight the need for SAF/AQ involvement to address AR with respect to their functions and to secure their buy in.


�
�
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The groups involved in AR deployment are listed down the left side of the chart.  Major AR initiatives are listed at the tops of the columns.  Our assessment of each group is indicated in the blocks.





“Awareness” is a general awareness of the policy change.  There is no understanding how or where it is to be applied.


  “Knowledge” means the individual understands the policy and how and where to apply it.


  “Attitude Change” implies knowledge plus a decision to implement the policy (this assessment is not based upon positive or negative feelings toward the policy).  This assessment shade was not used.  


  “Behavior” are individuals taking action to apply the policy.  This is based upon their understanding of the policy.


  “Results” indicates the policy is being applied as envisioned by the policy makers.





Acquisition Work Force�
Several improvements were seen regarding the acquisition work force.  Many isolated instances of innovation in applying AR were noted.  Approval levels had been delegated downward.  Dissemination of AR guidance via the World Wide Web, DoD Deskbook, and the request for proposal (RFP) support office (RFPSO) was working well.  





Interviewees identified concerns during a period of system program office (SPO) downsizing.  Program offices were forced to respond with extraordinary efforts working long hours and under stressful conditions.  Senior leaders were concerned with work force burnout, poor quality of life, and the long-term effects of decisions made under these stressful conditions.  It was clear that downsized SPOs needed help.





Our first five recommendations address these issues.  Our sixth and final recommendation in the work force area addresses the DAC and PEO portfolio management.





Recommendation One:  SAF/AQ should commission a consultative study of several SPOs to identify those low value-added activities that could be eliminated.  





Recommendation Two:  To address the most critical deficiencies in training in the program offices, AFMC should increase the awareness of existing training tools and develop and deploy new training.





Recommendation Three:  SAF/AQ and AFMC should create an environment that fosters the following:





  First, creativity and risk management.  One way is to establish rewards and recognition for individuals and teams that make sensible attempts to reduce cost and schedule by challenging the status quo.





  Second, a change in attitude toward policy.  The goal should be for people to develop the mindset of, “If it’s not prohibited by policy, and it makes sense, then do it; do not even ask for permission.” 





  Third, a heightened priority for training and other personnel and program investments, such as process reengineering.  





Recommendation Four:  In the same way DoD established a goal for paper Defense Acquisition Boards (DAB), we recommend SAF/AQ, DACs, and PEOs establish the ASP as an up-front strategy formulation process, rather than an end-of-process review and approval session.





Recommendation Five:  SAF/AQ, in conjunction with AFMC, should continuously ensure authority is delegated, to statutory limits, to increase the efficiency of acquisition processes.  Furthermore, the work force needs to be continuously educated on approval levels granted.  





Recommendation Six:  SAF/AQ, in conjunction with AFMC, should review the DAC and center commander responsibilities, to identify ways to enhance the DAC’s portfolio management.


�
�
AR Processes�
The centralized request for proposal support team (CRFPST) and RFPSOs deserve credit for deploying AR to the centers and programs.  These teams ensured subsequent programs benefited from the experience of previous programs.  These specialized standing support teams were essential to smooth and effective acquisition in downsized SPOs.  However, most program offices still needed assistance implementing AR concepts and policies.  The following four recommendations address these needs.  In addition, Recommendation 11 addresses the need for evaluators to better express differences between offerors in source selection.





Recommendation Seven:  SAF/AQ and HQ AFMC should expand the role of the CRFPST to:





  Develop a CAIV implementation methodology and deploy it to the RFPSOs.





  Study the source selection process and develop recommendations to improve source selection efficiency by reducing nonvalue-added activities.





  Develop strategic and program execution process metrics.





  Be designated as a conduit between the field and SAF/AQ for all Air Force AR input (including best practices, lessons learned, etc.) to the Deskbook.


Recommendation Eight:  RFPSOs should:





Educate SPOs on CAIV concepts and implementation methodologies, and emphasize user participation in CAIV trade-off decisions, via increased integrated product team (IPT) involvement.  This education should include ways to incentivize contractors to correctly implement CAIV during program execution.





Highlight the need to plan for support and testing of COTS items.





Provide guidance on conducting source selections using performance-based RFPs, to include identification of requisite evaluator expertise.  Additionally, a core team, experienced in source selections, could assist SPO evaluation teams by helping evaluators discriminate between proposals.





Recommendation Nine:  HQ AFMC should ensure centers create permanent RFPSO positions and staff them with personnel with the appropriate experience, expertise, and cultural mindset.





Recommendation Ten:  SAF/AQ should develop disincentives, within legislative constraints, to discourage contractors from submitting frivolous protests.  These disincentives should be tied to the cost and impact of program delays.





Recommendation Eleven:  SAF/AQ should change the policy to allow granularity within factor and risk ratings to help discriminate between proposals in source selection.  SAF/AQ should consider implementing this change in the Air Force Federal Acquisition Regulation Supplement (AFFARS AA/BB).  In addition, SAF/AQ should seek changes to FAR Part 15 if needed.


�
�
Financial�
Practically every interviewee identified financial barriers to full implementation of AR.  While most interviewees understood the need for public scrutiny of government funds, they believed the many financial restrictions created inefficiencies.  These financial restrictions were attributed to the Air Force Budget Manual, misperceptions due to insufficient training, added workload by Defense Finance and Accounting Service (DFAS), and inability to document/demonstrate cost avoidance as a result of colorless money.





Recommendation Twelve:  SAF/FM and SAF/AQ should review the Air Force Budget Manual (AFI 65-601) and the way we conduct financial and acquisition business.  The goal should be to eliminate inefficiencies and update the AF Budget Manual to reflect the goals and tenets of AR.





Recommendation Thirteen:  HQ AFMC, in conjunction with SAF/FM and SAF/AQ, should develop a continuing education program for the financial and program office work force on the true intent and constraints of Air Force financial management, and eliminate perceived restrictions.  This education should be proactive in nature, and be designed to instill AR into the culture.





Recommendation Fourteen:  SAF/AQ and SAF/FM, in conjunction with AF/XP, should create a pilot program to document the potential benefits to be derived from colorless money, to include savings of time, manpower, and dollars.  These benefits would be used to justify eliminating color-of-money restrictions for DoD programs across the board.  The pilot program should include a cross section of six to ten programs that will transition from research and development (R&D) to production and from production to support during the test period.





Recommendation Fifteen:  SAF/FM should encourage DFAS to reduce unnecessary program office workload, or relieve program offices from the burden of making payments through DFAS.  The Automated Business Services System (ABSS) may be a way of solving this problem, and therefore should be appropriately funded.


�
�
Perspectives�
The user, test, and sustainment communities had not fully bought in to AR.  They believed they had not been a full partner throughout the acquisition process.  They believed the program offices overemphasized or misapplied AR initiatives, to the detriment of their needs.  Furthermore, the user community was not well educated about AR.  With little understanding of the acquisition business, users remained frustrated as they felt unable to influence the system.





Recommendation Sixteen:  AFMC should expand the RFPSOs’ roles to train SPOs to address user, tester, and logistics needs from RFP preparation through source selection.





Recommendation Seventeen:  SAF/AQ, in conjunction with AFMC and the operational commands, should expand user, tester, and sustainer involvement in program office working-level IPTs.  This should include manpower and funding for frequent or long-term TDY to contractor facilities and program offices.  SAF/AQ should consider establishing a program cadre at Milestone 0 (or early thereafter), to ensure more active acquisition community involvement during operational requirements document (ORD) development.





Recommendation Eighteen:  SAF/AQ, in conjunction with AFMC, should educate the user, tester, and sustainment communities on AR as well as its goals and its benefits.  





This recommendation is designed to increase nonacquirer understanding of AR and alleviate some of the negative perceptions they have regarding the acquisition community.





Recommendation Nineteen:  AF/TE, with SAF/AQ, should address how to use contractor data, collected without government involvement, for use in operational effectiveness and suitability assessments.  This should result in published guidance and proposed Title 10 changes on use of contractor data in operational test and evaluation (OT&E).  (AF/TE and SAF/AQ should work through Office of the Deputy Under Secretary of Defense (ODUSD)for Acquisition and Technology (A&T) since this is an acquisition streamlining issue.)





This recommendation is designed to enable the test community to use existing data more, and make effectiveness and suitability decisions quicker and at less cost.





Requirements' documents must be more timely and flexible, or the acquisition community simply will not be able to deliver systems that meet the real current requirements--or keep pace with the rapid rate of technology change.





Recommendation Twenty:  AF/XOR should revise the ORD generation and approval processes to meet user and acquisition program needs, and to hold coordinators accountable to the ORD generation schedule.  AF/XOR needs to revise ORD guidance to accommodate evolutionary acquisition (incremental delivery and test of capabilities).  





Recommendation Twenty-one:  SAF/AQ should strive to increase communication and interaction among the acquisition, sustainment, test, and user communities.  





The new Air Force Strategic Business Planning Process could be an effective method to address this recommendation.


�
�
Closing�
Given the accomplishments to date, 3 years into implementation, we believe senior leadership can be proud of what has been accomplished.





Leadership should continue to lead the charge to keep the fire burning for AR, break through cultural barriers, and continually emphasize the need for innovation and improvement.  If the recommendations outlined in this report are implemented, we believe the work force will gladly join the charge with leadership in the months and years ahead.�
�















JAMES H. CROMER, Major, USAF			JOSEPH D. ROUGE, Colonel, USAF
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