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-Over the course of the last 15-20 years major DoD programs have a consistent track 
record of cost and schedule delays.  This has made the prospect of successfully 
developing and producing  new DoD systems very daunting, as we contemplate moving 
into reduced budgets in the coming years.  

- In order to change the current trend a major change in business practices is required.

- The Better Buy Power effort provides a set of proven business practices that are 
intended to improve DoD’s system and services acquisitions.intended to improve DoD s system and services acquisitions.
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Real gross domestic product -- the output of goods and services produced by labor and 
property located in the United States.

These economic factors and other are creating pressure on the  DoD budget, by reducing 
the amount of funds available for DoD to acquire products and services.  
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All of these key factors need to be talked about separately., and map them to the different 
parts of the BP, see page 6.

•Production Cost continued to increase for the same item over time   (Target Affordability 
and Control Cost Growth)

•Over 51% of the DoD budget is Acquisition of Services  (Improve Tradecraft in 
Acquisition of Services)

•Examination of programs exposed large sole source activity (vendor lock)  and poor 
examples of real competition (Promote Real Competition)

•Small Business was not constructively engaged (Promote Real Competition)

•Programs took a long time to get to Milestones; value of reports not clearly understood  
(Reduce Non-Productive Processes and  Bureaucracy) 
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•Requirements were developed without consideration of cost or affordability (Reduce Non-
Productive Processes and  Bureaucracy)



These best practices will make the DoD better customers and better businessmen / 
women in developing our capabilities and incentivizing  our suppliers

The BBPi is all about “returning to our roots”, revisiting  proven practices that have real 
ability to reduce the costs of our products and services, thus allowing us, as government 
acquisition professionals, to deliver capability to the user / warfighter more efficiently.  
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Each program and each acquisition professional is enabled to implement these business 
practices in their programs.
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Important note is that the focus is on lowering cost, not on lowering profit.  It is OK to pay 
more in profit in parallel with reducing overall cost!more in profit in parallel with reducing overall cost!

• Cost reductions are not mandated in profit per se since in most instances profit 
should be used to incentivize /reward risk management and performance that 
reduces overall cost

• If profit policy is effectively used to incentivize reduction in program cost, the 
overall price to the taxpayer (cost plus profit) should  be less

• Example:  Using a 90/10 share ration, the numbers would work like this:
• Using a share ratio, in this case the contractor could increase profit by 

10% of any cost reductions:
• (before cost reduction): 90 (C) + 10 (P) = 100 (TPC)
• (after cost reduction):    80 (C) + 11 (P) =  91  (TPC)

• Profit increases even with a total cost reduction
(C) cost; (P) profit;  (TPC) total program cost(C) – cost; (P) – profit;  (TPC) – total program cost
• Need to identify ways to remove costs from programs – challenge the status quo
• Focus your  use of incentives in schedule, technical and cost areas, tailored to 

your specific program, to achieve cost reduction
• Review the full spectrum of available techniques  - don’t  stick to what’s 

been routinely done in the past
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This is the same road map as the last chart with the specific guidance memos included 
for the different parts of the BBPi.

The instructor should review the different  memos and policy guidance before the class.  
In addition each area has a specific  DAU faculty who are responsible for coordinating 
training.  A list of  the key faculty is at the end of this briefing. 
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When you teach this, there are a number of issues meriting mention and discussion.

First this is not another management trend.  This is an effort by the senior leadership to 
ensure that the acquisition workforce does their jobs better, by returning to proven 
practices that have controlled costs in the past.

So there are no school solutions.  There are no check lists.   We as representatives of the 
US government  need to use critical thinking to make better decisions when buying the 
systems and services we need, at the lowest practical cost to the government. 
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This chart  is an agenda for the rest of the briefing..  

12



-

13



-

14



One of the most important aspects of this part of the BBPi is the requirement to develop 
and document incentives for the contractors to reduce their overhead and supply chain 
costs.

These incentive plans will be documented in the program Acquisition Strategy.  Consult 
the published template for the AS/TDS, along with the other required document templates 
emerging from BBP (all are available on the BBP Gateway, reachable from the Defense emerging from BBP (all are available on the BBP Gateway, reachable from the Defense 
Acquisition Portal)

https://dap.dau.mil/
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Supply chain management includes a wide range of different activities including the 
selection and management of subcontractors on major systems development.

In many cases the sub-contractors on a major program can have over 50% of the overall 
work and cost on a project.  However the Government has no direct legal relationship 
with the sub-contractions and therefore limited ability to manage their work and their 
costs.costs.
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Because of the  importance of the supply chain, including sub –contractors,  maintaining competition 
is critical.  There are a number of different ways to insure competition in the way the prime manages 
their supply chain

First is to incentivize the prime to actively compete as much sub contractor work as possible, using 
cost sharing.

Second,  provide provisions in the contracts to remove parts of the work from the prime (break out) 
when necessary so that the government can compete the work independent of the prime. 

Breaking out work (parts of contracts) from the prime contractors is not a common practice in many 
parts of the DoD. p

The ability to breakout work should be written into the contract from the start.  After a contract is in 
progress the decision to breakout work from the prime needs to follow a well defined process. 

After work is broken out from the prime the government can recompete the work and/or manage the 
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work themselves.



These are two specific example s of using competition to reduce the overall cost to the 
government of production contracts. 
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Managing all aspects of the supply chain is critically important to the  success of any 
program.

Sometime it is difficult to get all the data that you need from prime contractors to get 
visibility into how the prime is managing the supply chain. DCMA  is responsible for 
overseeing contract administration for awarded contracts - under the DFAR you can 
request and get information that you need to manage, or oversee management of, the request and get information that you need to manage, or oversee management of, the 
supply chain if these requirements and deliverables are written into the contract. 
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After the system is fielded active management of the supply chain is still required.  The 
majority of the overall system costs reside in the operation and sustainment of a system.

All parts of the sustainment effort including services should be recompeted as often as 
practical in order to reduce the overall cost to the government.  
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Open System Architecture and Technical Data Rights are absolutely critical to the ability 
of the government to get the data we need to manage programs and recompete them to 
get the best value and lowest cost for the government.   

Open architectures and data rights approaches should developed at the beginning of 
contract and can be used as a selection criteria.  

These are complex technical, legal and contracting issue that require the program 
manager to use his whole team to insure that they are correctly formulated from the 
beginning of the program. 
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Because of the  importance of the supply chain, including sub –contractors, maintaining 
competition is critical.  There are a number of different ways to insure competition in the 
way the prime manages their supply chain

First, incentivize the prime to actively compete as much sub contractor work as possible 
using cost sharing.

Second, provide provisions in the contracts to remove parts of the work from the prime 
(break out) when necessary so that the government can compete the work independent 
of the prime. 

Insure you also control Direct Costs when incentivizing  a reduction in indirect Costs.  If y g
not controlled, we will incentivize “accounting changes” that actually will not reduce 
overall costs, but only shift costs from one cost category to another cost category.  
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Many government contractors measure success in terms of both revenue (the $ value of 
business) and profit.

The goal of better managing and reducing indirect cost is to reduce the total costs of 
programs and services to the government.  Cost is the target here…not profit.  If proper 
incentives are established , it is entirely possible that a  reduction in overall cost may also 
result in an increase in contractor profit.result in an increase in contractor profit.
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Our First Area is Reward contractors  for successful supply chain and indirect expense management

• Incentivize prime to aggressively manage high-risk subcontract, and higher profit will be given when prime succeeds 
in driving down subcontractor costs every year
• Profit levels should be reexamined each time a procurement is planned (including follow on procurements).
• Overhead:  Included in this category are indirect labor costs (such as management, quality control, material 
handling), facility rent and utilities, depreciation, training not directly billable to a specific contract, travel for non-contract 
activities, morale and welfare.  These costs are reflected in the overhead rate.
• Take the time to investigate and understand what cost elements are contained in overhead, and  are they 
reasonable?  If not., challenge their continuation in the contract, g
• Smaller overhead does not  always equate to higher efficiency.  Evaluate each situation on its specific merits/demerits

•You should be able to calculate an accurate overhead rate for any of your contracts…if you cannot, you 
need to learn how to do so 

• Although certain expenses may be chargeable to overhead, most companies constantly work to minimize these costs 
to keep their rates competitive in the marketplace

• Additionally, the components of overhead and the way costs are collected and grouped can vary by company.  For 
example, in one company, contracting officers and supply chain personnel may be handled as indirect labor 
(overhead)  while in another the same people are direct (base labor)   This may be a way to find savings(overhead), while in another the same people are direct (base labor).  This may be a way to find savings.
• Buying outcomes instead of parts or man hours means reducing costs, decreasing cycle times, improving 
performance and accurately predicting demand.  
• Properly structured, Matl Availability results in, Logistics Response Time decreases, depot efficiency increases.  A 
shorter Repair Turn Around Time, less time spent Awaiting Parts, Work in Process, Mean Time Between failures (all 
improve).
• All managers of ACAT ID programs are now required to provide USD/ATL, as part of their acquisition strategy, the 
reward and incentive strategy behind their profit policy, including consideration of breakout alternatives where 
appropriate
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• CAEs have been directed to do the same in programs for which they have acquisition authority



• “Pay for performance” contracts motivate vendors to reduce failures/consumption.
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All the different parts of the BBPi are interrelated and support each other.  The following 
slides provide additional information on the competition part of BBPi that, if properly 
executed, will support supply chain  management. 
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For additional information, consult the Defense Acquisition Portal for the latest guidance.  
Address requests for assistance to your regional representative.
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