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March 19, 1980
NUMBER 5000.1

. . USDRE
Department of Defense Directive

SUBJECT: Major System Acquisitions

References: (a) DoD Directive 5000.1, "Major System Acquisi-
tions," January 18, 1977 (hereby canceled)
(b) DoD Directive 5000.2, "Major System Acquisition
Process," January 18, 1977 (hereby canceled)
(c) DoD Directive 5000.30, "Defense Acquisition
Executive," August 20, 1976 (hereby canceled)
(d) through (g), see enclosure 1

A. REISSUANCE AND PURPOSE

This Directive reissues reference (a), cancels references (b)
and (c), and updates the statement of acquisition policy for major
systems within the Department of Defense. This Directive also im-
plements the concepts and provisions of Office of Management and
Budget (OMB) Circular A-109 (enclosure 2).

B. APPLICABILITY

The provisions of this Directive apply to the Office of the
Secretary of Defense (0SD), the Military Departments, the Organi-
zation of the Joint Chiefs of Staff (0OJCS), and the Defense Agen-
cies. As used in this Directive, the term "DoD Components'" refers
to the Military Departments and the Defense Agencies.

C. OBJECTIVES

Each DoD official who has direct or indirect responsibility for
the acquisition process shall be guided by the objectives of OMB
Circular A-109 (enclosure 2) and shall make every effort to:

1. Ensure that an effective and efficient acquisition strategy
is developed and tailored for each system acquisition program.

2. Minimize the time from need identification to introduction
of each system into operational use, including minimizing time gaps
between program phases.

3. Achieve the most cost-effective balance between acquisition
and ownership costs and system effectiveness.

4. Correlate individual program decisions with the Planning,
Programing, and Budgeting System (PPBS).



5. Maximize collaboration with United States allies.

6. Integrate support, manpower, and related concerns into the
acquisition process.

D. POLICY

1. General. The provisions of this Directive and OMB Circular
A-109 (enclosure 2) »pply to the acquisition of major systems within
the Department of Defense. The principles in this Directive should
also be applied, where appropriate, to the acquisition of systems not
designated as major. Responsibility for the management of system
acquisition programs shall be decentralized to DoD Components except
for the decisions retained by the Secretary of Defense.

2. Specific

a. Analysis of Mission Areas. As part of the routine planning
tfor accomplishment of assigned missions, DoD Components shall conduct
continuing analvses of their mission areas to identify deficiencies in
capability or more effective means of performing assigned tasks. During
these ongoing analyses, a deficiency or oppertunity may be identified that
could lead to initiation of a major system acquisition program.

b. Alternatives to New System Development. A system acquisi-
tion may result from an identified deficiency in an existing system, a
decision to establish new capabilities in response to a technologically
feasible opportunity, a significant opportunity to reduce the Dol cost of
ownership, or in response to a new emphasis in deferse. Development of
a pew system may be undertaken after assessment of alternative system con-
cepts including:

(1) Change in United States or North Atlantic Treaty
Organization (NATO) tactical or strategic dectrine.

(2) Use of existing military or commercial systems.

(3) Modification or product improvement of existing
systems.

c. Designation of Major Systems. The Secretary of Defense shall
designate those systems to be managed as major systems. Normally, this
shall be done at the time the Mission Element Need Statement {(MENSY is
approved by the Secretary of Defense. In additicn to the criteria set
forth in OMB Circular A-109 (enclosure 2), the decision to designate any
system as major may be based upon:

(1) Development risk, urgency cf need, or other items of
interest to the Secretary of Defense.
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(2) Joint acquisition of a system by the Department of
Defense and representatives of another nation or by two or more DoD
Components.

(3) The estimated requirement for the system's research,
development, test and evaluation (RDT&E), and procurement funds.

(4) The estimated requirement for manpower to operate,
maintain and support the system in the field.

(5) Congressional interest.

d. Affordability. Affordability shall be considered at every
milestone. At Milestone O, the order of magnitude of resources the DoD
Component is willing to commit and the relative priority of the program
to satisfy the need identified will be reconciled with overall capabilities,
priorities, and resources. A program normally shall not proceed into Con-
cept Exploration unless sufficient resources are or can be programed for
Phase O. Approval to proceed into the Demonstration and Validation phase
shall be dependent on DoD Component assurance that it plans to acquire and
operate the system and that sufficient RDT&E resources are available or
can be programed tc complete development. Approval to proceed into
the Full-Scale Development phase shall be dependent on DoD Component
assurance that resources are available or can be programed to complete
development and acquisition and to operate and support the deployed
system in the manner prescribed by the Secretary of Defense. This
assurance will be reaffirmed by the DoD Component prior to receiving
approval to proceed into the Production and Deployment phase. Afford-
ability, a function of cost, priority, and availability of fiscal and
manpower resources, shall be established and reviewed in the context
of the PPBS process. Specific facets of affordability to be reviewed
at milestone decision points are set forth in DoD Instruction 5000.2
(reference (d)).

e. Acquisition Time. A primary objective of management
shall be to minimize the time it takes to acquire materiel and
facilities to satisfy military needs. Particular emphasis shall be
placed on minimizing the time from a commitment to acquire an operable
and supportable system to deploying it with the operating force. Com-
mensurate with risk, such approaches as developing separate alternatives
in high-risk areas, experimental prototypings of critical components,
combining phases, or omitting phases should be explored. In those cases
where combining or omitting phases are appropriate, authority shall be
requested from the Secretary of Defense.

f. Tailoring. OSD and DoD Components shall exercise judgment
and flexibility to encourage maximum tailoring in the acquisition pro-
cess, as described in OMB Circular A-109 (enclosure 2), this Directive,
and DoD Instruction 5000.2 (reference (d)), while stimulating a competi-
tive environment. Tailoring of the acquisition process shall be docu-
mented in the MENS or the Decision Coordinating Paper. Approval of such
tailoring shall be included in the Secretary of Defense Decision Memorandum.
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g- Standardization snd Interoperability

(1) Equipment procured for the use of personnel of the
Armed Forces of the United States stationed in Europe under the terms of
the North Atlantic Treaty should be standardized or at least be interoper-
able with equipment of other members of NATO. Accordingly, NATO ration-
alization, standardization, and interoperability (RSI) shall be basic
considerations in acquisition of systems Lsving a partial or total
application to Europe Refer to DoD Directive 2010.6 (reference (e)).

(2) Acquisition of equipment satisfying DoD Component
needs should also include consideration of intraservice and interser-
vice standardization and interoperability requirements.

h. Logistic Supportability. Logistic supportability shall be
a design requirement as important as cost, schedule, and performance. A
continuous interface between the program management office and the man-
power and logistics communities shall be maintained throughout the acquisi-
tion process.

i. Directed Decisions by Higher Authority. When a line offi-
cial above the program manager exercises decision authority on program
matters, the decision shall be documented as official program direction
to the program manager. The line official shall be held accountable for
the decision.

3. Milestone Decisions and Phases of Activity. Four milestone
decisions and four phases of activity comprise the normal DoD acquisi-
tion process for major systems.

a. Milestone O Decision. Approval of MENS and authorization to
proceed into Phase O--Concept Exploration--which includes solicitation,
evaluation and competitive exploration of alternstive system concepts.
Approval to proceed with Concept Exploration also means that the Secretary
of D=ense intends to satisfy the need.

b. Milestone I Decision. Selection of alternatives and author-
ization to proceed into Phase I--Demonstration and Validation.

c. Milestone II Decision. Selection of alternative{(s) and
authorization to proceed into Phase II-~Fuil-Scale Development-~-which
includes limited production for operational test and evaluation. Ap-
proval to proceed with Full-Scale Development also means that the .
Secretary of Defense intends to deploy the system.

d. Milestone III Decision. Authorization to proceed into E
Phase III--Production and Deployment.
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4. Documentation for Milestone Decisions

a. Milestone O

Mission Element Need Statement (MENS). Each major system
acquisition program requires a MENS approved by the Secretary of Defense.
DoD Components shall prepare MENS to dccument major deficiencies
in their adility to meet mission requirements. Joint MENS shall be pre-
pared to document major deficiencies in two or more DoD Components. O0SD
and the OJCS may also prepare MENS in response to perceived mission area
deficiencies. These MENS shall recommend a lead DoD Component to the
Secretary of Defense. The MENS, as described in enclosure 2 to DoD
Instruction 5000.2 (reference (d)), shall be limited to five pages,
including annexes.

b. Milestones I, II, and III

(1) Decision Coordinating Paper (DCP). The DCP provides
basic documentation for use by Defense Systems Acquisition Review Council
(DSARC) members in arriving at a recommendatior for the Secretary of
Defense. It includes: a program description, revalidation of the
mission need, goals and thresholds, a summary of the DoD Component's
acquisition strategy (including a description of and tailoring of standard
procedures), system and program alternatives, and issues affecting the
decision. The DCP, as described in enclosure 3 to DoD Instruction
5000.2 (reference (d)), shall be limited to 10 pages, including annexes.

(2) Integrated Program Summary (IPS). The IPS summarizes
the DoD Component's acquisition planning for the system's life-cycle and
provides a management overview of the program. The IPS, as described in
enclosure 4 to DoD Instruction 5000.2 (reference (d)), shall be limited
to 60 pages, including all annexes except Annex B, Resources - Funding
Profile.

(3) Milestone Reference File (MRF). The MRF shall be tem-
porarily established within OSD to provide a central repository for
existing program documentation and references for referral during each
milestone review.

c. Milestones O, I, II, and III

Secretary of Defense Decision Memorandum (SDDM). The SDDM
documents each milestone decision, establishes program goals and thresh-
olds, reaffirms established needs and program objectives, authorizes
exceptions to acquisition policy (when appropriate), and provides the
direction and guidance to 0SD, 0JCS, and the DoD Component for the next
phase of acquisition.




E. RESPONSIBILITIES

1. The Defense Systems Acquisition Review Council (DSARC) shall
advise the Secretary of Defense on milestone decisions for major systems
and such other acquisition issues as the Defense Acquisition Executive
determines to be necessary.

2. The Defense Acquisition Executive (DAE)

a. The DAE shall:

(1) Be the principal advisor and staff assistant to the
Secretary of Defense for the acquisition of defense systems and equip-
ment.

(2) Be designated by the Secretary of Defense and shall
serve as the permanent member and Chairman of the DSARC.

(3) In coordination with the other permanent members of
the DSARC:

(a) Integrate and unify the management process, poli-
cies, and procedures for defense system acquisition.

(b) Monitor DoD Component compliance with the policies
and practices in OMB Circular A-109 (enclosure 2), this Directive,
and DoD Instruction 5000.2 (reference (d)). —

(c) Ensure that the requirements and viewpoints of the
functional areas are given full consideration during staff and DSARC
deliberations, and are integrated in the recommendztions sent to the
Secretary of Defense.

(d) Ensure consistency in applying the policies regarding
NATO® RSI for all major systems.

b. The DAE is specifically delegated authority to:

(1) Designate action officers who shall be responsible for
the processing of the milestone documentation and who shall monitor
the status of major systems in all phases of the acquisition process.

(2) TIssue instructions and one-time, Directive~-trp» mes_ -
randa in accordance with DoD Directive 5025.1 (reference {f))}.

(3) Obtain such reports and information, comsistent with
the provisions of DoD Directive 5000.19 (reference (g)), as may be neces-
sary in the performance of assigned functions.

3. The Under Secretary of Defense for Policy (USDP) shall be a per-
manent member of the DSARC. On occasion, the USDP may designate a repre-
sentative to attend a given DSARC meeting.
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4. The Under Secretary of Defense Research and Engineering (USDRE)
is a permanent member of the DSARC and shall be responsible for policy
and review of all research, engineering development, technology, test
and evaluation, contracting, and production of systems covered by this
Directive. On occasion, the USDRE may designate a representative to
attend a given DSARC meeting. In addition, the USDRE shall:

2. Moniter, in conjunction with the Assistant Secretary of
Defense (Program Analysis and Evaluation) (ASD(PA&E)), DoD Component
procedures for analysis of mission areas.

b. Coordinate review of MENS provided by DoD Components.

¢. Coordinate, together with Assistant Secretary of Defense
(Comptroller) and ASD(PASE), the interface of the acquisition process
with the PPBS.

5. The Assistant Secretary of Defense (Manpower, Reserve Affairs,
and Logistics) (ASD(MRA&L)) is a permanent member of the DSARC and shall
be responsible for policy on logistic, energy, environment, safety, and
manpower planning for new systems and for ensuring that logistic planning
is consistent with system hardware parameters, logistic policies, and
readiness objectives.

6. The Assistant Secretary of Defense (Comptroller) (ASD(C)) is a
permanent member of the DSARC and shall coordinate, together with USDRE
and ASD(PASE), the interface of the acquisition process with the PPBS.

7. The Assistant Secretary of Defense (Program Analysis and Evalua-
tion) (ASD(PA&E)) is a permanent member of the DSARC and shall:

a. Monitor, in conjunction with USDRE, DoD Component pro-
cedures for analysis of mission areas.

b. Evaluate cost-effectiveness studies prepared in support of
milestone decisions for major system acquisition.

c. Coordinate, together with USDRE and ASD(C), the interface
of the acquisition process with the PPBS.

8. The Chairman, Joint Chiefs of Staff (CJCS), or a representative
designated by CJCS shall be a permanent member of the DSARC.

9. The principal advisors to the DSARC are listed in DoD Instruction
5000.2 (reference (d)).

10. The Head of Each DoD Component shall manage each major system
acquisition assigned by the Secretary of Defense and shall establish
clear lines of authority, responsibility, and accountability.




DoD Component Heads shall also:

a. Appoint a DoD Component acquisition executive to serve as
the principal advisor and staff assistant to the Head of the DoD Com-
ponent.

b. Establish a System Acquisition Keview Council.

¢. Ensure that a program manager is assigned and that a program
manager's charter is approved as soon as feasible after Milestone O.

d. Establish career incentives to attract, retain, motivate and
reward competent program managers.

e. Provide a program manager the necessary assistance to
establish a strong program office with clearly established lines of
authority and reporting channels between the program manager and the
Head of the DoD Component. Where functional organizations exist to assist
the program manager, the relationship of the functional areas to the
program manager shall be established.

f. Monitor major system acquisitions to assure compliance with
OMB Circular A-109 (enclosure 2), this Directive, and DoD Imstruction
5000.2 (reference (d)).

11. The Program Manager shall acquire and field, in accordance with
instructions from line authority, a cost-effective solution to the approved
mission need that can be acquired, operated, and supported within the
resources projected in the SDDM.

F. ORDER OF PRECEDENCE

This Directive and DoD Instruction 5000.2 (reference (d)) are first
and second in order of precedence for major system acquisitions except
where statutory requirements override. All DoD issuances shall be re-
viewed for conformity with this Directive or DoD Instruction 5000.2
(reference (d)) and shall be changed or canceled, as appropriate. Con-
flicts remaining after 90 days from issuance of this Directive shall be
brought to the attention of the originating office and the DAE.
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G. EFFECTIVE DATE AND IMPLEMENTATION

This Directive is effective immediately. Forward one copy of
implementing documents to the Under Secretary of Defense for Research
and Engineering within 120 days.

,/\// /%@
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2. OMB Circular A-109, "Major System Acquisitions," April 5, 1976
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REFERENCES, continued

DoD Instruction 5000.2, "Major System Acquisition Procedures,”
March 19, 1980

DoD Directive 2010.6, "Standardization and Interoperability of
Weapons Systems and Equipment within the North Atlantic Treaty
Organization, March 5, 1980

DoD Directive 5025.1, "Department of Defense Directives System,"
November 18, 1977

DoD Directive 5000.19, "Policies for the Management and Control of
Information Requirements," March 12, 1976



OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20803

April 5, 1976 CIRCULAR NC. A-109

TO THE HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS
SUBJECT: Major System Acquisitions

1. Purpose. This Circular establishes policies, to be
followeg by executive branch agencies in the acquisition of
major systems.

2. Background. The acquisition of major systems by the
Federal Government constitutes one of the most crucial and
expensive activities performed to meet national needs. Its
impact 18 critical on technology, on the Nation's economic
and fiscal policies, and on the accomplishment of Government
agency missions in such fields as defense, space, energy and
transportation. For a number of years, there has been deep
concern over the effectiveness of the management of major
system acquisitions. The report of the Commission on
Government Procurement recommended basic changes to improve
the process of acquiring major systems. This Circular is
based on executive branch consideration of the Commission's
recommendations.

3. Responsibility. Each agency head has the responsibility
to ensure that the provisions of this Circular are followed.
This Circular provides administrative direction to heads of
agencies and does not establish and shall not be construed
to create any substantive or procedural basis for any person
to challenge any agency action or inaction on the basis that
such action was not in accordance with this Circular.

' Coverage. This Circular covers and applies to:

a. Management of the acquisition of major systems,
including: ° Analysis of agency missions ° Determination of
migsion needs ° Setting of program objectives °
Determination of s8ystem requirements ° System program
planning ° Budgeting ° Punding ° Research ° Engineering °
Development ® Testing and evaluation *° Contracting °
Production °® Program and management control ° Introduction

(No. A-109)
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of the system into use or otherwise successful achievement
of program objectives.

b. All programs for the acquisition of major systems
even though:

(1) The system is one-of-a-kind.

(2) The agency's involvement in the system is
iimited to the development of demonstration hardware for
optional use by the private sector rather than for the
agency's own use.

5. Definitions. As used in this Circular:

a. Executive agency (hereinafter referred to as agency)
means an executive department, and an independent
establishment within the meaning of sections 101 and 104(1),
respectively, of Title 5, United States Code.

b. Agenc component means a major organizational
subdivision of an agency. For example: The Army, Navy, Air
Force, and Defense Supply Agency are agency components of
the Department of Defense. The Federal Aviation
Administration, Urban Mass Transportation Administration,
and the Federal Highway Administration are agency components
of the Department of Transportation.

c. Agency missions means those responsibilities for
nmeeting national needs assigned to a Bpecific agency.

d. Mission need means a required capability within an
agency's overall purpose, including cost and schedule
considerations.

e. Program objectives means the capability, cost and
schedule goals being sought by the system acquisition
procgram in response to a mission need.

f. Program meané an organized set of activitics
directed toward a common purpose, objective, or goal
undertaken or proposed by an agency in order to carry out
responsibilities assigned to it.

g. System design concept means an idea expressed in
terms of general performance, capabilities, and
characteristics of hardware and software oriented either to

(NOQ A-lag)
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operate or to be operated as an integrated whole in meeting
a mission need.

h. Major system means that combination of elements that
will function together to produce the capabilities required
to fulfill a mission need. The elements may include, for
example, hardware, equipment, software, construction, or
other improvements or real property. Major system
acquisition programs are those programs that (1) are
directed at and critical to fulfilling an agency mission,
(2) entail the allocation of relatively large resources, and
(3) warrant special management attention. Additional
criteria and relative dollar thresholds for the
determination of agency programs to be considered major
systems under the purview of this Circular, may be
established at the discretion of the agency head.

i. System acquisition process means the sequence of
acqguisition activities starting from the agency's
reconciliation of its mission needs, with its capabilities,
priorities and resources, and extending through the
introduction of a system into operational use or the
otherwise successful achievement of program objectives.

j. Life cycle cost means the sum total of the direct,
indirect, recurring, nonrecurring, and other related costs
incurred, or estimated to be incurred, in the design,
development, production, operation, maintenance and support
of a major system over its anticipated useful life span.

6. General policy. The policies of this Circular are
designed to assure the effectiveness and efficiency of the
process of acquiring major systems. They are based on the
general policy that Federal agencies, when acquiring major
systems, will:

a. Express needs and program objectives in mission
terms and not equipment terms to encourage innovation and
competition in creating, exploring, and developing
alternative system design concepts.

b. Place emphasis on the initial activities of the
system acquisition process to allow competitive exploration
of alternative system design concepts in response to mission
needs.




c¢. Communicate with Congress early in the system
acquisition process by relating major system acquisition
programs to agency mission needs. This communication should
follow the requirements of Office uf Management and Budget
(OMB) Circular No. A-10 concerning information related to
budget estimates and related materials.

d. Establish clear lines of authority, responsibility,
and accountability for management of major system
acquisition programs. Utilize appropriate managerial levels
in decisionmaking, and obtain agency head approval at key
decision points in the evolution of each acquisition
program.

e. Designate a focal point responsible for integrating
and unifying the system acquisition management process and
monitoring policy implementation.

f. Rely on private industry in accordance with the
policy established by OMB Circular No. A-76.

7. Major system acquisition management objectives. Each
agency acquiring major systems should:

a. Ensure that each major system: Fulfills a mission
need. Operates effectively in its intended environment.
Demonstrates a level of performance and reliability that
justifies the allocation of the Nation's limited resources
for ite acquisition and ownership.

L. Depend on, whenever economically beneficigl,
competition between similar or differing system design
cor.cepts throughout the entire acquisition process.

€. Ensure appropriate trade-off among investment costs,
ownership costs, schedules, and performance characteristics.

d. Provide strong checks and balances by ensuring
adequate system test and evaluation. Conduct such tests and

evaluation independent, where practicable, of developer and
user,

€. Accomplish system acquisition planning, built on
analysis of agency missions, which implies appropriate
resource allocation resulting from clear articulation of
agency mission needs.

(No. A-109)
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£. Tailor an acquisition strategy for each program, as
soon as the agency decides to solicit alternative system
design concepts, that could lead to the acquisition of a new
major system and refine the strategy as the program proceeds
through the acquisition process. Encompass test and
evaluation criteria and business management considerations
in the strategy. The strategy could typically dinclude: °
Use of the contracting process as an important tool in the
acquisition program ° Scheduling of essential elements of
the acquisition process ° Demonstration, test, and
evaluation criteria ° Content of solicitations for proposals
° Decisions on whom to solicit ° Methods for obtaining and
sustaining competition *® Guidelines for the evaluation and
acceptance or rejection of proposals °® Goals for design-to-
cost ° Methods for projecting life cycle costs ° Use of data
rights ° Use of warranties ° Methods for analyzing and
evaluating contractor and Government risks ° Need €for
developing contractor incentives ° Selection of the type of
contract best suited for each stage in the. acquisition
process ° Administration of contracts.

g. Maintain a capability to: ° Predict, review, assess,
negotiate and monitor costs for system development,
engineering, design, demonstration, test, production,
operation and support (i.e., life cycle costs) ® Assess
acquisition cost, schedule and performance experience
against predictions, and provide such assessments for
consideration by the agency head at key decision points °
Make new assessments where significant costs, schedule or
performance variances occur ° Estimate life cycle costs
during system design concept evaluation and selection, full-
scale development, facility conversion, and production, to
ensure appropriate trade-offs among investment costs,
ownership costs, schedules, and performance ° Use
independent cost estimates, where feasible, for comparison
purposes.

8. Management structure.

a. The head of each agency that acquires major systems
will designate an acquisition executive to integrate and
unify the managenent process for the agency's major system
acquisitions and to monitor implementation of the policies
and practices set forth in this Circular.

b. Each agency that acquires--or is responsible for
activities leading to the acquisition of--major systems will

(No. A-109)



establish clear 1lines of authority, respons%bility, and
accountability for management of its major system
acqguisition programs.

¢. Each agency should preclude management layering and
placing nonessential reporting procedures and paperwork require-
ments on program managers and contractors.

d. A program manager will be designated for each of the
agency's major system acquisition  programs. This
designation should be made when a decision is made.to
fulfill a mission need by pursuing alternative system design
concepts. It is essential that the program manager have an
understanding of user needs and constraints, famillaglty
with development principles, and requisite management sgllls
and experience. 1Ideally, management skills and experience
would include: ©° Research and development ° Operations °
Engineering ° Construction ° Testing ©° Contracting ' °
Prototyping and fabrication of complex systems ° Production
°® Business ° Budgeting ° Finance. With satisfactory
performance, the tenure of the program manager should be
long enough to provide continuity and personal
accountability.

e. Upon designation, the program manager should pe
given budget guidance and a written charter of his
authority, responsibility, and accountability for
accomplishing approved program objectives.

£. Agency technical management and Government
laboratories should be considered for participation in
agency mission analysis, evaluation of alternative system
design concepts, and support of all development, test, and
evaluation efforts.

g. Agencies are encouraged to work with each other to
foster technology transfer, prevent unwarranted duplication
of technological efforts, reduce system costs, promet:s
standardization, and help create and maintain a competitive
environment for an acquisition.

9. Key decisions. Technical and program decisions normally
will be made at the level of the agency component or
operating activity. However, the following four key

decision points should be retained and made by the agency
head:

(No. A-109)
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a. Identification and definition of a specific mission
need to be fulfilled, the relative priority assigned within
the agency, and the general magnitude of resources that may
be invested. :

b. Selection of competitive system design concepts to
be advanced to a test/demcnstration phase or authorization
to proceed with the development of a noncompetitive (single
concept) system.

c. Commitment of a system to full-scale development and
limited production.

d. Commitment of a system to full production.

10. Determination of mission needs.

a. Determination of mission need should be based on an
analysis of an agency's mission reconciled with overall
capabilities, priorities and resources. When analysis of an
agency's mission shows that a need for a new major system
exists, such a need should not be defined in equipment
terms, but should be defined in terms of the mission,
purpose, capability, agency components involved, schedule
and cost objectives, and operating constraints. A mission
need may result from a deficiency in existing agency
capabilities or the decision to establish new capabilities
in response to a technologically feasible opportunity.
Mission needs are independent of any particular system or
technological solution.

b. Where an agency has more than one component

involved, the agency will assign the roles and
responsibilities of each component at the time of the first
key decision. The agency may permit two or more agency

components to sponsor competitive system design concepts in
order to foster innovation and competition.

c. Agencies should, as required to satisfy mission
responsibilities, contribute to the technology base,
effectively utilizing both the private sector and Government
laboratories and in-house technical centers, by conducting,
supporting, or sponsoring: ° Research ° System design
concept studies ° Proof of concept work ° Exploratory
subsystem development ©° Tests and evaluations. Applied
technology efforts oriented to system developments should be
performed in response to approved mission needs.

(No. A-109)



1l. Alternative systems.,

. a. Alternative system design concepts will be explored
within the context of the agency's mirsion need and program
objectives--with emphasis on gererating innovation and
conceptual competition £rom industry. Benefits to be
derived should be optimized by competitive exploration of
alternative system design concepts, and trade-offs of
capability, schedule, and cost. Care should be exercised
during the initial steps of the acquisition process not to
conform mission needs or program objectives to any known
systeme or products that might foreclose consideration of
alternatives.

b. Alternative system design concepts will be solicited
from a broad base of gualified firms. In order to achieve
the most preferred system solution, emphasis will be placed
on innovation and competition. To this end, participation
of smaller and newer businesses should be encouraged.
Concepts will be primarily solicited £rom private industry;
and when beneficial to the Government, foreign technology,
and equipment may be considered.

c. Federal laboratories, federally funded research and
development centers, educational institutions, and other
not-for-profit organizations may also be considered as
sources for competitive system design concepts. Ideas,
concepts, or technology, cdeveloped by Government
laboratories or at Government expense, may be made available
to private industry through +the procurement process or
through cther established prccedures. Industry proposals
may be made on the basis of these ideas, concepts, and
technology or on the basis of feasible alternatives which
the proposer considers superior.

d. Research and development elfforts should emphasize
early competitive exploration of alternatives, as relatively
inexpensive insurance against premature or preordained
choice of a system that may prove to be either more costly
or less effective.

e. Reguests for alternative system design concept
proposals will explain the mission need, schedule, cost,
capability objectives, and operating constraints. Each
offeror will be free to propose his own technical approach,
main design features, subsystems, and alternatives to
schedule, cost, and capability goals. In the conceptual and

{(No. A-109)
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less than full-scale development stages, contractors should
not be restricted by detailed Government specifications and
standards.

f. Selections from competing system design concept
proposals will be based on a review by a team of experts,
preferably from inside and outside the responsible component
development organization. Such a review will consider: (1)
Proposed system functional and performance capabilities to
meet mission needs and program objectives, including
resources required and benefits to be derived by trade-offs,
where feasible, among technical performance, acquisition
costs, ownership costs, time to develop and procure; and (2)
The relevant accomplishment record of competitors.

g. During the uncertain period of identifying and
exploring alternative system design concepts, contracts
covering relatively short time periods at planned dollar
levels will be  used. Timely technical reviews of
alternative system design concepts will be made to effect
the orderly elimination of those least attractive.

h. Contractors should be provided with operational test
conditions, mission performance criteria, and 1life cycle
cost factors that will be wused by the agency in the
evaluation and selection of the system(s) for full-scale
development and production.

i. The participating contractors should be provided
with relevant operational and support experience through the
program manager, as necessary, in developing performance and
other requirements for each alternative system design
concept as tests and trade-offs are made.

j. Development of subsystems that are intended to be
included in a major system acquisition program will be
restricted to less than fully designed hardware (full-scale
development) until the subsystem is identified as a part of
a system candidate for full-scale development. Exceptions
may be authorized by the agency head if the subsystems are
long lead time items that fulfill a recognized generic need
or if they have a high potential for common use among
several existing or future systems.
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12. Demonstrations.

a. Advancement to a competitive test/demonstration
phase may be approved when the agen~y's mission need and
program objectives are reaffirmed and when alternative
system design concepts are selected.

b. Major system acquisition programs will be structured
and resources planned to demonstrate and evaluate competing
alternative system design conceptes that have been selected.
Exceptions may be authorized by the agency head if
demonstration is not feasible.

c. Development of a single system design concept that
has not been competitively selected should be considered
only if justified by factors such as urgency of need, or by
the physical and financial impracticality of demonstrating
alternatives. Proceeding with the development of a
noncompetitive (single concept) system may be authorized by
the agency head. Strong agency program management and
technical direction should be used for systems that have
been neither competitively selected nor demonstrated.

13. Full-scale development and production.

a. Full-scale development, including limited
production, may be approved when the agency's mission need
and program objectives are reaffirmed and competitive
demonstration results verify that the chosen system design
concept(s8) is sound. ,

b. ¥Full production may be approved when the agency's
mission need and program cbhjectives are reaffirmed and when
svstem  performance has been satisfactorily tested,

independent of the agency development and user
organizations, and evaluated in an environment that assures
Jemonstration in expected operational conditions.

txceptions to independent testing may be authorized by the
agency head under such circumstances as physical or
financial impracticability or extreme urgency.

c. Selection of a system(s) and contractor(s) for full-
scale development and production is to be made on the basis
of (1) system performance measured against current mission
need and program objectives, (2) an evaluation of estimated
- azcquisition and ownership costs, and (3! such factors as
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contractor(s) demonstrated management, ginancial, and
technical capabilities to meet program objectives.

d. The program manager will monitor system tests and
contractor progress in fulfilling system performance, cost,
and schedule commitments. Significant actual or forecast
variances will be brought to the attention of the
appropriate management authority for corrective action.

14. Budgeting and financing. Beginning with FY 1879 all
agencies will, as part of the budget process, present
budgets in terms of agency missions in consonance with
Section 201(i) of the Budget and Accounting Act, 1921, as
added by Section 601 of the Congressional Budget Act of
1974, and in accordance with OMB Circular A-ll. In so
doing, the agencies are desired to separately identify
research and development funding for: (1) The general
technology base in support of the agency's overall missions,
(2) The specific development efforts in suppert of
alternative system design concepts to accomplish each
mission need, and (3) Full-scale developments. Each agency
should ensure that research and develcpment is nct
undesirably duplicated across its missions.

15. Information tc Congress.

a. Procedures for this purpose will be developed in
conjunction with the Office of Management and Budget and the
various committees of Congress having oversight
responsibility for agency activities. Beginning with FY
1979 budget each agency will inform Congress in the normal
budget process about agency missicns, capabilities,
deficiencies, and needs and obiectives related tc
acquisition programs, in consonance with Section 601(i) cf
the Congressional Budget Act of 1974.

b. Disclosure of the basis for an agency decision to
proceed with a single system design concept without
competitive selection and demonstration will be made to the
congressional authorization and appropriation committees.

16. Implementation. All agencies will work closely with the
Office of Management and Budget in resolving all
implementation problems.

17. Submissions to Office of  Management and  Budget.
Agencies will submit the following to OMB:
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a. Policy directives, regulations, and guidelines as
they are issued.

b. Within six months after the date of this Circular, a
time-phased action plan for meeting the requirements of this
Circular. ‘

c. Periodically, the agency approved exceptions
permitted under the provisions of this Circular.

This information will be used by the OMB, in identifying
major system acquisition  trends and in monitoring
implementations of this policy.

18. Inquiries. All gquestions or inquiries should be
submitted to the OMB, Administrator for Federal Procurement

Policy. Telephone number, area code, 202-395-4677.

Al TR

BUGH E. WITT
ADMINISTRATOR FOR
FEDERAL PROCUREMENT POLICY

pproved: o
‘

JAMES T, LYNN
DIRECTOR
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