
“Mandate affordability as a requirement” is the first specific initiative in the first 
area of the Better Buying Power initiatives “target affordability and control cost 
growth”.

In his September 14, 2010, Memorandum for Acquisition Professionals, Dr. 
Carter outlined 23 initiatives to improve efficiency in defense spending.  Although 
these initiatives span the entire acquisition process, they have one clearthese initiatives span the entire acquisition process, they have one clear 
objective: to ensure our nation can afford the systems it acquires.

In the decade following 9/11, defense budgets have seen tremendous growth.  
Along with this growth in funding, however, has come an increase in non-value-
added costs.  For example, the current defense budget supports a force with 
essentially the same size structure and capabilities as in FY 2001 but at a 35essentially the same size, structure, and capabilities as in FY 2001, but at a 35 
percent higher cost.  Given the current US fiscal condition, we expect defense 
budgets to decrease over the coming years.  Yet, we still need to modernize our 
systems and restore our equipment.  As a result, we’ll need to “do more without 
more”.

M d ti ff d bilit i t k t t th ll t i tMandating affordability as a requirement seeks to set the overall constraint on 
future spending.
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Our mission training module will cover the following:

Genesis of the Initiative:  why do we need to do this?

Direction:  what specifics does our guidance provide?

Definitions:  what do certain terms mean exactly?

DAB templates:  what information does the program office need to provide?

Steps to Achieving Affordability self explanatorySteps to Achieving Affordability…self explanatory

References:  what are our sources?
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In his initial guidance to the acquisition workforce, Dr. Carter defined what he 
meant by affordability and what we can expect to happen if we can’t achieve 
affordability goals.

Basically, affordability means to manage programs for weapons or information 
systems without exceeding our available resources.  Those resources include 
funding, schedule, and manpower.funding, schedule, and manpower.

If we fail to live within our resources, we can expect to waste more time, effort 
and money on cancelled programs; see more budget uncertainty;  lose the 
confidence of taxpayers and our industry partners alike; and, most importantly, 
place our warfighter’s lives at risk because we’ve failed to provide them the 
weapons they needweapons they need.
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Here are the affordability requirements which DoD has implemented at milestone reviews.

At Milestone A, programs must establish an affordability target, or program cost.  This 
target will be the functional equivalent of a Key Performance Parameter, such as speed, 
power or data rate.  That is, the affordability target is a design parameter not to be 
sacrificed with the specific authority of the USD(AT&L).  The initial metrics for setting and 
tracking the target will be the average unit acquisition cost and the average annual unit 
operations and support cost. This target will serve as the basis for pre-milestone B decisionoperations and support cost.  This target will serve as the basis for pre milestone B decision 
making and tradeoff analysis.  This analysis will show the results of capability excursions 
around expected design performance points to highlight  elements suitable to establish the 
cost and schedule trade space.  This analysis will also be in the context of the portfolio or 
mission area.  In the case of new programs, the analysis must show the adjustments 
necessary to absorb the new program within the portfolio.

At Milestone B programs must present a systems engineering tradeoff analysis showingAt Milestone B, programs must present a systems engineering tradeoff analysis showing 
how cost varies in relation to design and schedule parameters.  This analysis will pay due 
attention to spiral upgrades.  As part of this analysis, programs must provide cost tradeoff 
curves, or trade space around major affordability drivers, to show how the program has 
established a cost-effective design point for these affordability drivers.

At Milestone C, the USD(AT&L) will approve a schedule for production based on 
economical production rates.  To enforce adherence to the schedule, the USD(AT&L) will 
revoke the program’s milestone if the program deviates from the schedule without express 
approval.
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On August 24, 2011, Dr. Carter released a memo to explain the differences between 
should-cost and affordability.  The primary difference between the two relates to the 
program life cycle.

Prior to Milestone B, the emphasis should be on defining and achieving the affordability 
target.  Program offices need to set targets in terms of two metrics:  the average unit 
acquisition cost and the average annual unit operations and support cost.  These targets 
need to be:eed o be

•Within what the Department or Service can pay, i.e., be within expected budgets.

•Drive design trades and choices about affordable priorities, i.e., provide a design constraint 
on the products we build, procure, and sustain.

•The basis for trades between capability and cost.

Independent cost estimates (will-cost estimates) incorporate the affordability requirements.

After Milestone B, the emphasis shifts to defining and staying within the should-cost 
estimate.

If h t i b th ff d bilit t t t t tIf, however, costs increase above the affordability target, program management must meet 
with the MDA to determine which requirements to drop  or if the program must be 
terminated.
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A picture of what we’ve just been discussing…
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At Milestone A, program Managers will need to establish affordability targets and 
perform capability excursions.  They’ll present their results using the Defense 
Acquisition Board templates.  These templates present:

•The results of analyses within the context of the weapons system portfolio.

•The basis for the program acquisition cost metric.

•The basis for the operations and support cost metric.

•The trade-offs expected at Milestone B.

The slides which follow show examples of the affordability requirements charts 
within the template.  program office personnel must be determine the analyses 
behind the information contained in these charts [Note: DAU’s efforts goingbehind the information contained in these charts.  [Note:  DAU s efforts going 
forward should be on assisting, clarifying, and standardizing the analyses 
needed to produce these charts.]
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The first affordability chart in the DAB template present the results of analysis 
within the weapons system portfolio context.  It also shows how the cost of a 
new system compares to the cost of the system being replaced.  These graphs 
are only examples.  Program office personnel should use graphs which present 
information in a clear, unambiguous, and easy-to-understand format.
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Program office personnel need to define how they will present the results of their 
sustainment cost analysis.  One approach may be  a sustainment quad chart.  
The chart shows the:

•Product support strategy in the upper left quadrant.

•Sustainment schedule in the lower left quadrant.

•Metrics data in the upper right quadrant.

•O&S data (total and per unit) in the lower left quadrant.

This is an example of a sustainment quad chart.
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The Milestone A affordability requirements chart presents the affordability 
metrics for production and O&S.  The metrics are unit costs:  average 
acquisition cost and average annual O&S cost.  Also on this chart are the cost 
drivers and proposed trade excursions, along with the their dates.

Technical personnel in the program office will need to determine the cost drivers, 
while cost personnel will need to determine the affordability targets based on thewhile cost personnel will need to determine the affordability targets based on the 
life cycle cost.
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At Milestone B, Program Managers will need to establish engineering trades and 
perform trade-off analyses to show how varying key design feature affects target 
cost.  They’ll present their results using the Defense Acquisition Board 
templates.  These templates present:

•The results of analyses within the context of the weapons system portfolio.

•The basis for the program acquisition cost metric•The basis for the program acquisition cost metric.

•The basis for the operations and support cost metric.

•The trade-offs expected during the EMD phase.

The slides which follow show examples of the affordability requirements charts 
within the template Program office personnel must be determine the analyseswithin the template.  Program office personnel must be determine the analyses 
behind the information contained in these charts.  [Note:  DAU’s efforts going 
forward should be on assisting, clarifying, and standardizing the analyses 
needed to produce these charts.]
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This chart shows the key performance parameter chart established at Milestone 
A and included in the acquisition program baseline.  It also shows the objective, 
threshold, demonstrated, and current values for each KPP.

This chart sets the baseline for performing trade excursions, as shown on the 
following chart.

After setting the KPP values at Milestone A, technical personnel will have to 
monitor performance in order to determine demonstrated values and current 
estimates.
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The Milestone B affordability requirements chart presents the affordability 
metrics for production and O&S.  The metrics are unit costs:  average 
acquisition cost, average annual O&S cost, and other targets as may be 
determined.  Also on this chart are the cost drivers and the results of trade 
excursions.  Excursion results show how varying the cost drivers affects the 
affordability targets, program costs, and the program schedule.

Technical, logistics, and cost personnel in the program office will need to work 
together to perform the trade excursions and document the results.
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This chart is an example of how the Program Manager Office may want to 
present the results of the cost drivers and trade excursions in a graphical format.  
Technical personnel within the PMO should determine how best to format this 
chart.
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This chart presents a summary outline of how program office personnel may 
proceed in organizing their efforts for milestone reviews.  This outline may serve 
as a planning document, which then leads to more detailed analyses, and then 
to the construction of the DAB template.  [Note:  DAU’s efforts going forward 
should be on assisting, clarifying, and standardizing the analyses needed to 
produce these charts.]
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This chart presents a summary reference of current guidance regarding the BBP 
affordability initiative.
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ASA(AL&T) issued an implementing directive to the Army acquisition workforce 
on June 10, 2011.  This directive primarily addressed will cost / should cost, but 
it did contain limited guidance on the affordability initiative.

At Milestone A, programs will set affordability targets which are the functional 
equivalents of key performance parameters.  Program will then manage to the 
targets.targets.

Independent cost estimates (will-cost estimates) incorporate the affordability 
requirements.

At Milestone B, programs will establish engineering trades and show how each , p g g g
key design feature affects target cost.  Then, programs will perform trade-off 
analysis to ensure program cost stays below target.

Finally,  program offices will have to use Defense Acquisition Board templates 
for affordability at milestones and other important decision points.
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DoDD 5000.01 defines affordability  in terms of resources available at both the 
Service and Department levels.  This definition provides the basis for the 
meaning of affordability with the BBPi context.

DoDI 5000.02 defines Milestone A as the point where the MDA determines if a 
program should proceed into the Technology Development phase.  In the BBPi
context, Milestone A is the point at which programs set affordability targets.context, Milestone A is the point at which programs set affordability targets.  
These targets will be the basis for pre-MS B decision making and systems 
engineering tradeoff analysis.

DoDI 5000.02 defines Milestone B as the point where the MDA determines if a 
program should proceed into the Engineering and Manufacturing Development 
phase For BBPi purposes Milestone B is the point at which programs willphase.  For BBPi purposes, Milestone B is the point at which programs will 

perform systems engineering tradeoff analyses and provide cost tradeoff 
curves around major affordability drivers.
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Operations and support cost includes all the personnel, equipment, and supply 
costs associated with operating, modifying, maintaining, and supporting a 
weapons system. The O&S phase of the program’s life cycle begins when the 
first operational unit activates and ends when the last operational reaches the 
end of its service life.

A tradeoff is a selection among alternatives to obtain the optimal systemA tradeoff is a selection among alternatives to obtain the optimal system 
configuration.  For BBPi purposes, after the program manager sets affordability 
targets at Milestone A, program office personnel must perform trade-off analyses 
between cost and system design parameters to ensure the program stays within 
the affordability targets.
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The acquisition program baseline is a program document that specifies the 
threshold and objective values for cost, schedule and performance over a 
program’s life cycle.  Costs values include total cost for each program phase, 
average production unit cost (APUC), and program acquisition unit cost (PAUC).  
Schedule values are key program dates, and performance values are key 
performance parameters.
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DoDI 5000.02 defines Milestone C as the point where the MDA determines if a 
program should proceed into the Production and Deployment phase.  For BBPi
purposes, Milestone B is the point at which the USD(AT&L) can approve the 
program’s range of production rates.

Program acquisition cost is the complete cost of acquiring a weapon system.  It 
consists of all costs necessary to develop, procure, and house the system. Itconsists of all costs necessary to develop, procure, and house the system.  It 
includes RDTE, Procurement, and MILCON appropriations.
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