DoD Procurement Conference – 2004

Thursday, May 27, 2004


PANEL: 

ACQUISITION OF SERVICES

Mr. Timothy Beyland

Mr. John Goodman

Dr. Steve Kellman – Moderator

Mr. David Miller

Mr. Stan Soloway

Key Points

1. Requirement generators need to be educated in services acquisition, especially Performance Based Services Acquisition

a) Need to reinforce to the program manager that FAR applies to acquisition of services 

b) Early coordination between requirements and contracting when acquiring services promotes successful solicitation and award 

c) New oversight policies require approval to transfer funds outside DoD

2. Partnering is not measured by the 90% satisfactory performance, it is measured by the 10% of things that do not go well

3. Communication between Government and Industry promotes successful performance

4. Need to assess business issues before looking to FAR

a) Complete requirements identification (to include unique requirements, key issues) then apply FAR to meet requirements

b) Early coordination between requirements and contracting important in planning

Key Takeaways

1. PBSA is a cultural change for requirements, contracting and industry communities

a) Emphasize need for PBSA training within requirement communities certification training

2. Both Government and Industry accountable for successful PBSA (Partnering)

CONTRACTING IN IRAQ

Ms. Tina Ballard

Key Points

1. Who:  Dedicate contracting professionals, military and civilian, who understand the importance of maintaining and promoting freedom for all.

2. Why?  The US is committed to a common cause—to promote freedom around the world and to win the Peace.  

3. What:  Contracting in Iraq covers a wide range of supplies and services to support our forces and to rebuild Iraq, i.e.,

a) Meals, laundry service, water, ice (short term)

b) Water purification systems, electric generation facilities (long term)

c) Hospitals/uniforms/medicine.

4.  $2B awarded to date—77% to Iraqi industry

5. Challenges to contracting in Iraq: inability to contract with terrorist state, Trade Agreement Act, strings attached to appropriations, waiver for Coalition Partners

6. US Army is lead agent in Iraq.  After 6/30/04, Army will continue to provide contracting support to the US Ambassador to Iraq

Key Takeaways

1. Urgent need for improved jointness in contingent operations

2. Need to support the warfighter and to win the peace

PANEL: 

CONTRACTORS ON THE BATTLEFIELD

Ms. Marcia Bachman

CDR Gary Broadwell - Moderator

Mr. Randy King

Dr. Kenneth Oscar

Mr. Dennis Wright 

Key Points

i. Current policy on “Contractors on the Battlefield” incomplete/inadequate

a. Need common definitions/language, i.e. “Contractors on the Battlefield” vs. “Accompanying Force” vs. “Combatant/Noncombatant”

b. Comply with terms of Geneva Convention and allow flexibility needed in-theater.  

ii. Need to provide theater commander will sufficient data (staffing, location, etc.)  to enable reasoned, adaptable strategies for success

iii. Issues include whether US or contractor is to provide worker support (i.e., security, medical, transportation); improper contract type; impossible requirements (power plant in 30 days)

iv. Need to get Iraqis actively involved in reconstruction (stabilize Iraq through economic recovery)

Key Takeaways

1. Need “one face” to industry (to include common language, consistent policy, more standardization in requirements, etc)

2. Assess requirements to ensure proper procurement strategy

a. Be able to address where “requirements arise (i.e. Congressional requirement for small business participation, schedule)

LUNCHEON SPEAKER

Mr. Robert Burton

Acting Administrator, Office of Federal Procurement Policy 

Key Points 

1. OFPP objectives for priorities: Results – Competition – Transparency - Accountability

2. OFPP priority issues:

a. Human Capital: workforce, training, recruitment/retention

b. Competitive Sourcing: President’s Management Initiative to ensure best value for the taxpayer.

i. Revised OFPP Circular A-76 levels playing field: 89% of decisions favor the Government MEO.

c. Small Business: President’s Management Initiative to increase opportunities for Small Business

i. Federal Government supporting Small Business across the board, but more emphasis needed for Service Disabled Veterans. 

ii. Contract bundling reduces opportunity for Small Business: OFPP initiating a review of bundling.  

d. e-Government: necessary to ensure widest access to Government to support above priority issues and to ensure that complete reliable data is available for reporting to Congress.  

i. Improve reliability of Federal Procurement Data System (FBDS-Next Generation)

ii. Develop Competitive Sourcing Data Base

3. Other top OFPP Issues:

a. Share-in-Savings contracting: e-Government Act 2002 allows agencies to share in savings, but agencies are concerned that future budgets will be impacted (penalized for success).  

b. Strategic Acquisition: Leverage Government buying power to generate savings:

c. Government Purchase Card: not taking advantage of quantity discounts 

d. Cooperative Purchase: OFPP to initiate interagency working group to implement program to allow state/local governments access to purchase anti-terrorism requirements from DoD and Department of Homeland Security schedules 

e. Chief Acquisition Officer:  Services Acquisition Reform Act (SARA) requires that all Federal Departments and Agencies to designate a Chief Acquisition Officer (CAO) and that OFPP establish/coordinate a CAO Council.

Key Takeaways
1. Anticipate OFPP review of contract bundling

2. Greater emphasis on awards to Service Disabled Veteran firms

3. OFPP Chief Acquisition Officer Council


BREAKOUT: 

STRATEGIC SOURCING FOR ACQUISITION OF SERVICES 

Mr. Dan Bowman

Mr. Dave Boyd - Moderator

Mr. Thomas Essig

Ms. Carolyn Kirby

Ms. Anna Norris
Key Points

1. The BIG Picture: focus is on more than savings.  Must integrate at management of service acquisition; business intelligence systems; total cost of ownership; business opportunities.

a. Apply industry best practices tailored to meet DoD needs

b. Not brain surgery—simple common business sense!!

2. Spend analysis necessary to determine what services DoD acquires and optimum business strategy.

a. Needs analysis to reduce redundant contracts, apply understanding of seasonal variations; promote improved forecasting.

3. Commodity councils promote Enterprise-wide cross-functional acquisition strategies in collaborative environment. 

Key Takeaways 

1. Increased emphasis on acquisition of services from Congress and within DoD targets opportunity for strategic acquisition across DoD enterprise.  

a. Significant paradigm shift across DoD 

2. Proactive top leadership commitment to change necessary to ensure success.

a. Overarching Governance structure

b. Enable success through leadership/communication

c. Create supporting structure to process changing strategies and roles

3. Improved business intelligence will provide in-sight on services spend 

BREAKOUT: 

CONTINGENCY CONTRACTING – BOOTS ON GROUND TRANSFORMATION 

COL Tony Bell

LtCol Steve Elliott

Capt A.R. (Rey) Estrada

COL Scott Risser

Lt Col Jill Stiglich

CDR (Sel) Barbara Tucker

Maj Robert Widmann – Moderator

Key Points

i. Uniform practices/policies across DoD necessary to improve contingent operations.

a. Streamlined contingent operations DFARS to establish realistic in-theater requirements.  

b. Standardize fielded equipment/programs to promote efficiency 

c. Will capitalize on in-theater assets, plug into established overseas contracting offices; reduce lead-time and better support operations,

ii. Need review of appropriation law/policies/procedures for contingent operations

a. Sources of/types of funding hamper efficient/effective contracting. 

b. Identify CO qualifications in terms of capability, not rank. 

 iii.      Establish consistent warranting policies/procedures for contingent operations’

a. Recommendations/considerations:

a.  accept warrant level at home activity (i.e., person holding unlimited warrant at home should be qualified for limited warrant in contingent operation); 

b. Issue warrant before deployment; 

c.  Define position by qualifications, not rank/grade. 

Key Takeaways  
1. Issues change from contingent operation to contingent operation (i.e., war,
2. peacekeeping, disaster) – need flexibility to adapt lessons learned/apply business sense to actual requirement.
3. Lessons-learned from Iraq operations (funding issues, operating environment, security, etc) need to be considered in developing uniform policies/procedures, but need to ensure that we do not develop policies/procedures in a “One-size fits all” manner.  

Breakout: 

Small Business Initiatives/Preferred Sources 

Ms. Mary Ann Elliott

Ms. Barbara Little 

Mr. John Lopez

Mr. Frank Ramos

Ms. Susan Schneider – Moderator

Ms. Sandra Sieber

Key Points

· See www.acq.osd.mil/sadbu/pdf/contractconsolidation.pdf for DOD Contract Bundling Consolidated Guide

· JWOD – purchase of products/services that help reduce the 70% unemployment rate of the 24,000 people who are blind or severely disabled; NISH has two central nonprofit agencies supporting this

· 22.4% of DOD Prime contract awards were made to Small Businesses in FY2003.
· 34.1% of subcontracting dollars in 2002 were contracted to Small Businesses.

· PL106-50 Veteran Entrepreneurs & Small Business Development Act – has a 3% goal 

· Long Term Success depends on management team, targeted marketing, and getting along with Contract Officers

Key Takeaways

· This is a critical area that needs continued support from high level management and gets high level attention from Congress and the White House
Breakout: 

Proper Use of Schedule and Multiple Awards Contract 

Ms. Melissa Rider, Army - Moderator

Mr. Roger Waldron

Mr. John Robuck

Mr. Edward Naro

Mr. Robert Bender

Mr. Phil Sibal

Key Points

a. Federal Supply Schedules (FSS) are available Government-wide for commercial supplies and services, governed by FAR Parts 8/38
; Fixed-Price (FFP or FP w/ EPA); and allow flexibility.  

a. GSA supports seeking additional price discounts/concessions when ordering

b. Multiple-Award Contracts (MAC) generally have more-limited ordering scope, may include other contract types, 

c. DoD specific T&C can be included when ordering under FSS/MAC

i. Unable to determine actual T&C of FSS/MAC as they may not be readily available to ordering officer.  

d. Competition under FSS are subject to U.S. laws/regulation/policy 

i. DFARS rule requires 3 or more responses to limited distribution or full and open solicitation to schedule holders.  

Key Takeaways

· Federal Supply Schedules (FSS)/Multiple-Award Contracts (MAC) allow flexibility, BUT, sometimes it’s better to write your own contract.  

· Need to understand all terms/conditions to ensure DoD issues properly addressed.

· If we do not use FSS/MAC properly, we will lose these valuable tools!  

Breakout:

Purchase Card 

COL William Kelley

Mr. John Kelly

Ms. Susan Quinlan – Moderator 

Key Points

· Efficiency and cost savings per transaction make the purchase card program an essential tool in the acquisition toolbox.  

· Estimated $256 million savings through use of purchase card.

· DoD cannot revert back to processing low dollar transaction—too inefficient and time intensive.  

· DoD does not have adequate contract resources.  

· DoD developing key, effective controls for detection and prevention of misuse of purchase card.  

· Business intelligence to allow insight into all transactions.  

· Cards issued only on “as required” basis with appropriate credit limits.

· Violators held accountable for misuse.  

· Managers accountable for purchase card implementation/use.  

Key Takeaways

· Purchase card program is challenged but provides efficiencies and savings worth pursuing.

· Improved controls, continuous oversight and delineated responsibilities.  

· DoD cannot afford to lose purchase card from acquisition toolbox.  

Breakout: 

Contractual Incentives 

Mr. Domenic Cipicchio – Moderator

Mr. Michael Jaggard 

Mr. Timothy Malishenko

Col Denean Rivera

Mr. John Young

Key Points

1.  DoD contract incentive policy must balance risk and reward of the specific acquisition


Industrial base issues do play 

2.  REALISM is vital to successful application of contract incentives


- Government must develop realistic program objectives 



-- Must be realistic funding based on program objectives


- Cost realism in evaluation necessary to manage costs/performance; to assess risk; 

   and reward superior performance


-  Industry needs to prepare realistic proposal reflecting achievable performance 



-- need to track costs to estimates to performance 

3.  Effective incentives rely on both objective and subjective criteria and must relate directly 

      to actual performance.  

4.  Award fee contracts require tight scrutiny:


-  0% base fee is unfair to industry


-  Should not award 90% of award fee for less than superior performance 
5.  How/where contractor applies objectives is their responsibility


- Government should not be involved in determining where to apply incentives  

Key Takeaways

- Incentive structure based on tailored performance criteria while recognizing industrial based issues.

- Need to balance elements of program for success


-   Incentive arrangements require baseline discipline.   

Breakout: 

Implementing Performance Based Logistics 

CAPT Michael Ahern

Mr. Thomas Carter

Mr. Louis Kratz – Moderator

Mr. Edward Walker

Mr. Edward Will

Key Points 

· PBL is a multi-year contractual arrangement (commercial or organic) where the provider is held to customer-oriented performance requirements such as reliability improvement, availability improvement and reduced delivery times with the end goal of improving logistics support to the warfighter.  

· PBL may result in part or all of the Supply Chain management by contractor. 

· PBL tailored to specific program.  Some issues to consider:

· Size/Complexity of Program:  Size alone does not matter.  Large, stable programs for relatively basic systems may not be as good a target as a smaller, evolving program incorporating technology.  

· Funding: ensure that adequate funding is programmed across life of the program.  

· Metrics: Consistent use specific measures (i.e., operational availability, reliability, cost per unit of support, response time) across contract

· Best Practices/Training: be flexible.  


· Do not apply ‘old’ measures against ‘new’ program.

· PBL encourages long time relationships to encourage contractor investment.

· PBL requires early involvement of key players outside the program office (i.e., inventory control point, DCMA, DLA) is necessary for success.  

· PBL a powerful tool, but implementation not always easy. 

Key Takeaways

· PBL articulating logistic needs which influence the acquisition process.

· Effective PBL relationships reduce inventories of supplies and services.

· Only required supplies/services delivered, when needed.

· Properly defined metrics/measurements key to PBL. 

· Metrics in term of program support, not in terms of deliveries.


DINNER SPEAKER

Dr. Thomas Barnett

Naval War College and DOD Office of Transformation

Defense Transformation in the New Security Environment

Rule Sets: Relationship of political, economic, social and security concerns

Views “Globalization” as the “Core” and the “Gap”


“Core” is the old world powers

“Gap” is terrorist nations and where major wars/terrorist operations take place.  Also viewed as unable to be connected to the world.

U.S. moving from “Core” into “Gap”


Most fighting/events occurs in those “Gap” areas closest to the “Core”

New rule sets apply for DOD to prepare for events: smaller scope, different war tactics, police actions, and terrorism versus declared war.

Global war on terrorism has changed US defense posture—no longer a distant war but could be internal.


Focus on prevention via retaliation


More rugged urban combat capability to deny “sanctuary”


Real change in role of “National Security”

Key Takeaways

Global rule sets are evolving, not static

Need to define/identify rules sets as they apply to national interests

After 9/11 there was a split in approach to National Defense


DOD to prepare for and operate in hostilities abroad


Dept of Homeland Security to maintain/support internal security

Fragmented initiatives/interdepartmental jealousies may cause irreparable harm

Need to develop uniform national security programs and objectives and ensure joint support of DOD/Dept of Homeland Security

See:  http://www.nwc.navy.mil/newrulesets/ThePentagonsNewMap.htm for information about Thomas P.M. Barnett’s book, The Pentagon’s New Map, published 26 April 2004
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