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1.0 overview

This Business Case Analysis (BCA) demonstrates that Distributed Learning System Program (DLS) is currently using a performance-based logistics (PBL) approach for hardware support services including Help Desk support.  DLS will use a PBL approach for Digital Training Facility Managers (DTFMs) and asset management beginning January 1, 2003.  Our current PBL approach is working well and most PBL efficiencies and cost savings have already been realized and accounted for in existing budgets.  We plan to continue to use PBL on an ongoing basis.

2.0
Background

2.1
Mandate

The Quadrennial Defense Review (QDR) mandated that all Program Executive Officers (PEOs) and Program Managers (PMs) of Army ACAT I and II programs, new and fielded, assess their programs for the application of performance-based logistics (PBL).  The result of this supportability analysis and the recommended concepts form a business case analysis (BCA), which will be validated by the U.S. Army Cost and Economic Analysis Center (CEAC). 

2.2
Distributed Learning System Program (DLS)
DLS’s mission is “to sustain readiness and provide standardized instruction in a resource-constrained environment of downsized force structure and increased operational deployments.”
  In its current state, DLS provides the infrastructure to support TRADOC’s training initiatives.  TRADOC develops course curricula, training requirements, and eligibility requirements.  While TRADOC provides the content, DLS provides the facilities and the engine to deliver the content throughout the Army.  DLS manages the refurbishment of Digital Training Facilities (DTFs); the purchasing, configuration, and ongoing support of hardware, equipment, and software; and DTF site maintenance.  

Operational Requirements for DLS.  Individual DTFs must accommodate at least 16 students at a time at active Army and 12 students at TASS (Total Army School System) training battalion locations and mobile distance learning sites.  The DLS modernized training system must be operational at least 8.5 hours per day, 7 days a week.  Any delay time in responding to student commands in asynchronous training modules must not exceed 2-3 minutes during initialization of the course module and 15 seconds thereafter.  The system must also be capable of an orderly shutdown of server services within 15 minutes due to power loss.  The mean times to restore hardware that has lost functionality are the following:
 

· Video VTT – 24 hours

· Workstation – 1 hour

· Classroom edge device – 24 hours

· Server – 1 hour
Availability Requirements for DLS.  DLS must be available for instruction 14 hours a day, 7 days a week during peacetime.  Each day, powering up and preventative maintenance may not exceed 30 minutes (of the 14 operational hours) and powering down and preventative maintenance may not exceed 30 minutes (of the 14 operational hours).  In average terms, this means that in peacetime the DLS system must be available for user operation at least 94% of the 14-hour daily operational window.  In wartime, DLS must be available for instruction 24 hours a day, 7 days a week.  Powering up, powering down, and preventative maintenance must not exceed one hour per day.  In average terms, in times of war, the DLS must be available for user operation at least 96% of the 24-hour operational window.

2.3
Business Case Analysis (BCA)
The goal of a PBL BCA is to determine at a high-level whether or not a program or components of a program are currently implementing PBL or if they should move technology support to a PBL approach.  In cases where the current technology support method is more appropriate, the BCA will serve as a waiver for the PBL requirement.  The BCA is the first step in a multi-step process.  Programs moving to a PBL approach will need to create an implementation plan, high-level performance requirements, performance-based contracts with incentives, and a contractor Quality Assurance Surveillance Plan (QASP).  

This BCA was prepared for the PM of DLS and the PEO and their superiors to determine whether or not the PBL approach is applicable for DLS hardware support and maintenance.  The following components are in scope and out of scope for this BCA:

In Scope:


Hardware procurement* and the support and maintenance for current and future systems are in scope.  Hardware technical support includes warranty and Help Desk hardware support.  *Note: The contractors responsible for building DTFs handle server procurement.

Out of Scope:


Software procurement, development, fielding, training, support and maintenance for legacy, current and future systems are out of scope.  DTF refurbishment is out of scope as well.
The BCA scope is based on the definitions of PBL provided by various Army and DoD sources that indicate PBL is a “strategy for weapon system product support.”
  Thus for DLS, PBL can be considered for hardware support.  Further clarification from PEO EIS indicates that the BCA should not examine the applicability of PBL to software.  

3.0
Defining pbl
3.1
PBL

Performance-based logistics (PBL) is a strategic directive utilized by the Department of Defense that “delineates outcome performance goals of weapon systems, ensures the responsibilities are assigned, provides incentives for attaining these goals and facilitates the overall lifecycle management of system reliability, supportability, and total ownership costs.”
  





In his brief, Army Implementation of Performance-Based Logistics, Roger Hamerlinck points out that several key elements characterize PBL.  In particular, PBL:

· Buys a solution or an outcome, not process and methods;

· Uses performance specifications, not design specifications; and 

· Transfers responsibility for outcomes from the customer to the support provider.

PBL is related to other performance-based initiatives, including performance-based service contracting (PBSC) and performance-based management (PBM).  (Refer to the Glossary for the definitions and descriptions of these concepts.)  For the purposes of this case, we will examine PBL only as it applies to maintenance and support of hardware.  It is important to note, however, that other processes and activities, such as software procurement, development and deployment, and DTF site refurbishment may still benefit from the application of performance-based measures via PBSC and PBM even though that is beyond the scope of this BCA.

3.2
Goals and Anticipated Outcomes of Implementing PBL

The objectives the Army hopes to achieve through the implementation of PBL are to:

· Provide war fighters increased operational readiness.  An expected outcome of PBL is increased system reliability. Increased reliability will decrease system downtime and increase operational readiness.

· Enhance the logistics response time.  By utilizing PBL, the Army is gaining the experience of the contractor.  The “industry best practices” that the contractor implements may assist in decreasing the response time required to attend to logistics issues within the Army.

· Enhance deployment.  PBL could assist the DoD by increasing the efficiency of implementing new logistics systems throughout the Army.  By utilizing PBL, decreased time for training and reduced downtime may positively impact the deployment of new systems.

· Reduce logistics footprint.  In the future, the Army may not have the organic resources necessary to support large logistics operations.  By utilizing PBL, the Army invests fewer personnel in this area and is able to assign those personnel to more mission-critical tasks.

· Reduce logistics costs.  Performance-based logistics has saved other defense projects millions of dollars by eliminating excess processes, increasing innovation, and decreasing system downtime.  See section 11.0.

In general, a PBL approach should generate the following results:

· Increased innovation.  Contractors are motivated to find innovative approaches, as PBL promotes technology insertion and elimination of obsolete infrastructure.  If contractors have profit or other incentives to improve repair processes, they will become interested in gaining a greater knowledge of the respective items that are being supported.  In many environments, the PM is asked to reduce the total ownership costs of a particular system but does not have the system knowledge necessary to facilitate these cost savings.  In a PBL environment, the system support that is contracted out can pay dividends in the form of increased, detailed system knowledge.  This system knowledge translates into the reduction of total ownership costs.

· Staffing flexibility. The PM can more easily increase or decrease reliance on contractors as a segment of their staff than (s)he can utilizing federal or Army personnel alone. This in turn, translates into more government employees being available for other mission-critical tasks.

· Mitigation of risk.  Risks inherent in supporting and maintaining systems are transferred to the contracting firm.  In the past, the DoD has tended to assume all risk associated with product support.  This risk was comprised of escalating operations, increased support costs, lack of system visibility, and overall poor system performance.  For example, if a particular system did not meet projected reliability objectives, the Army would carry the risk of purchasing additional spares (i.e. system servers).  The most prevalent internal risks that may be shared are: poorly defined manufacturing, support reliability, support availability, cost estimates, schedule estimates, and modeling/simulation capabilities.  The PBL approach assumes that the DoD will be able to share some of these risks with a company that can deliver set levels of sustainment and reliability. When using PBL, support planning will be conducted to identify and predict support problems before they become a major issue, thus enabling a proactive rather than a reactive approach to planning.
· Cost savings.  PBL enables organizations to reduce infrastructure costs (depots, research and development) and personnel costs by leveraging contractors to the fullest degree possible.  In addition, the performance-based strategies encourage contracting firms, through incentives, to save time or decrease costs as appropriate. Other government programs have implemented performance-based measures and have realized cost savings as a result.  Refer to Section 11.0 for examples.
 

· Proactive and contingent planning.  PBL encourages contractors to plan proactively to meet program milestones and stated outcomes.  In many instances, readiness inhibitors or processes that do not effectively support a system are recognized only after their impact has reduced performance.  When using PBL, support planning will be conducted to identify and predict support problems before they become a major issue.
 
3.3 PBL Warranties

Many commercial warranties contain performance-based elements.  Warranties must contain the following elements in order to be considered PBL for DLS: 

· Providing service within a specified response time;

· Providing replacement parts within a specified time period;

· Providing on-site service for hardware;

· Replacing equipment within specified time frame if repairs cannot be made.

Many OEMs providing commercial-off-the-shelf/non-developmental item (COTS/NDI) hardware offer tiered levels of warranty support at additional costs.  For example, Dell offers a desktop warranty upgrade for an accelerated service response within 4 hours.
  DLS purchases the warranty agreements that support ORD and operational readiness requirements.  It is our responsibility to monitor and manage warranty service support.  If OEMs do not provide support within the specified performance metrics,  then DLS can seek litigation and monetary rewards.
Since DLS’s operational needs are currently being met by existing warranty arrangements, the warranties provide sufficient performance-based elements for our program.   

4.0  
Key assumptions

Contracts / Contractors

· Warranties with performance elements (i.e., stated service response times) are considered PBL.
· Current warranties meet Operational Requirements Document (ORD) requirements.
· Existing non-performance-based DLS contracts cannot be changed (e.g., IBM contract for the future Learning Management System (LMS) software development).  Contractors will agree to move to a PBL approach when contracts are renegotiated. There may be a cost impact associated with the migration to PBL.
· Given that DLS data is Sensitive But Unclassified (SBU), there should not be a problem hiring contractors assuming that they have the requisite background checks.
· Contractors will have to work with Army personnel to take precautions against security risks outlined on page 10 of the ORD.
· The IBM contract for LMS development includes LMS hardware.  Once the hardware is tested and approved by DLS, the deployment contractor will field it.
· The negotiation of IDIQ contracts and GSA schedules is the Army’s responsibility, not DLS’s.  It is assumed that the Army will be negotiating performance-based contracts in the future.
Operational Requirements

· The operational requirements and performance requirements outlined in the ORD and Supportability Strategy document are being met by DLS’s PBL approach. 
Program Management

· DLS is responsible for procuring, installing, and maintaining the LANs, CANs, and/or WANs in each DTF.

· DLS mission and vision will not change in the near term.

· DLS will continue to receive the requisite funding and will meet its stated milestones.

· DLS’s PBL approach does not adversely affect any of the key stakeholders.  The following key stakeholders will benefit from the operational efficiencies and cost savings associated with the PBL approach: U.S. Army Training and Doctrine Command (TRADOC), ATSC personnel and ATRRS Course Managers, Total Army School System (TASS), Program Executive Office Enterprise Information Systems (PEO EIS), Information Technology Over-arching Integrated Process Team (IT OIPT), MACOM User’s Working Group, US Army Logistics Integration Agency (USALIA), Directorate of Operations and Mission Support (OMSD) Logistics Division, US Army Information Systems Engineering Command (USAISEC), US Army Operational Evaluation Command (USAOEC), Operational Testers, and US Army Test and Experimentation Command (USATEXCOM), Director of Information Systems for Command, Control, Communications, and Computers , Office Secretary of the Army (DISC4 OSA), and Supportability Integrated Product Team (SIPT).  
· TRADOC determines strategic direction for Army training services and provides the PM DLS with implementation guidelines.

· TRADOC develops or procures all courseware, not PM DLS.  Therefore courseware is out of scope for this BCA.

Hardware Support
· Current hardware support is covered under warranties thus supporting a PBL approach.

· DLS is responsible for procuring, operating, maintaining, and sustaining the hardware and equipment required to support digital training.

· DLS is responsible for maintaining and managing all hardware warranties.

· Existing warranties provide the level of hardware support required to meet operational readiness and availability requirements.  

· Hardware warranties support a PBL approach.  See section 3.3.

· The first piece of hardware to come off warranty will come off in 2005.  It is assumed that we will repurchase hardware warranties for lifecycle support or replace the hardware at that time.

· Legacy TRADOC systems such as RDL and ATRRS are maintained and supported by prior proponents and are not the responsibility of DLS.

· The Army Depot and forward repair activities (FRA) are not used by DLS.

Cost Issues

· Any cash bonuses (award fee or performance fees for PBL support) issued to contractors are already factored into the forecasted budgets and contracts.

5.0  
current state

5.1
Current Key Activities

DLS’s mission is “to sustain readiness and provide standardized instruction in a resource-constrained environment of downsized force structure and increased operational deployments.”

DLS’s current key activities include:

· Developing a pre-site questionnaire to evaluate how much work it will take to convert a facility on an Army base into a DTF.
· Conducting site surveys for each DTF candidate facility.
· Refurbishing existing training sites into standard DTFs.

· Performing DTF site maintenance and management.

· Supporting the infrastructure needs of scheduled TRADOC initiatives including hardware, software, VTT, and automation support.

· Systems integration and installation engineering.

· PM support services including coordination with TRADOC, management of DTF deployment, and management of hardware and software maintenance and sustainment.

DLS is implementing the digital-learning platform in 6 Blocks.  Currently Block 2 is being implemented.  Blocks 4-6 are being re-evaluated.

· Block 1 – Development of the Initial Operational Capability (IOC) by equipping digital training facilities (DTFs) and integrating courseware.

· Block 2 – Connect DTF’s LANs with BLANs, CANS, and/or WANs.

· Block 3 – Track relationships and enhance scheduling.

· Block 4 – Provide network based courseware and H.320 video services.

· Block 5 – Provide deployable systems.

· Block 6 – Interface with simulations.

5.2
High-Level Technology Infrastructure

	Technology Category
	Components
	COTS / GOTS / Custom
	Support & Maintenance Provider(s)
	Length of Contract / Warranty

	Hardware
	Desktops, printers, servers, peripheral, Internet access, fault finding / testing equipment, Ethernet, serial ports, audio / visual, data and computer conferencing, video teletraining equipment and networks (VTT).
	Most is COTS/NDI
	TPW, GTSI (still maintains STAMIS systems).  VTT supported by Sprint.  ACS for Block 2 hardware and peripherals. IBM (Help Desk).
	TPW warranty for 6 years on parts, labor and on-site coverage. Includes telephone support. VTT communications support will be moving to DISA soon.  ACS lifecycle warranty coverage.


5.3
Current Hardware Support Process

As part of DTF site maintenance, DLS manages the hardware support, digital training facility managers (DTFMs), and the implementation of future TRADOC initiatives such as implementing the learning management system (LMS).  The current hardware support is as follows:

Procurement

· DLS procures commercial-off-the-shelf /non-developmental item (COTS/NDI) workstation hardware centrally through existing Indefinite Delivery / Indefinite Quantity (IDIQ) contracts and GSA schedules, in this case with appropriate contractor support.  
· The contractors responsible for building and installing DTFs purchase servers with DLS approval.
· Warranties with performance-based elements are purchased at minimal additional costs.  
· DLS requires a turn-key solution for total classroom fielding and thus needs to be able to use its current contractors.  Any future requirements to move to the small computer exchange will jeopardize the efficiency and effectiveness of our program.
Deployment and Installation:  

· DLS contracts hardware deployment and installation to a contractor responsible for fielding DTFs.  Effective January 1, 2003 IBM will provide and manage the DTFMs under a performance-based contract.   
· The deployment and installation is managed through payments.  In effect, we are applying PBL by giving the deployment contractor incentives to field the systems expediently by withholding payment if they do not meet our specified requirements.  We pay 50% at the start of a build; 45% at completion; and withhold 5% until all exceptions / problems are solved by the contractor. 

Warranty / Asset Management

· DLS workstations are purchased from TPW under pre-negotiated IDIQ warranty programs as part of the contract Terms and Conditions.   
· Hardware other than workstations (servers, switches, etc.) have commercial warranties that include performance elements such as service response times.  Servers have 3-year warranties and switches have 90-day warranties. 
· DLS is able to purchase different levels of warranty service thus ensuring that the warranty covers the level of service operational requirements mandate.  Warranty support includes timely service and equipment exchange where necessary.  The existing warranties provide all of the hardware support that we require and enable operational readiness as stated in section 3.3.
· The Enterprise Management Center (EMC) will provide asset management for all DTF desktop hardware and servers under a performance-based contract beginning January 1, 2003.  They will maintain the inventory of COTS products; track the versions and where they reside; track DLS financial obligations of license renewal; and track warranty service / support levels.
· The technology management division of the DLS PM office in a combined effort with MITRE and IBM perform upgrade impact analyses.
· When warranties expire, DLS assesses whether it is cheaper to renew a warranty or to replace the equipment on a case-by-case basis.
Repairs / Replacements

· Preventive Services.   The DTFMs currently perform central faults, configuration, accounting, performance, and security (FCAPS) management at each DTF.  This includes regularly scheduled onsite maintenance to ensure hardware stays up and running including backup and disaster recovery planning (the debugging, repairing and testing of equipment).  
· Repairs.  The DTFMs, with assistance from the Help Desk, provide minor hardware repair for malfunctioning equipment.  These repairs are made onsite within 9 hours.  If the hardware is under warranty, the DTFM (with assistance from Help Desk and the corps engineer) will coordinate warranted service with the master service provider (MSP).  
Current DLS desktop hardware is maintained under TPW contracts.  Other pieces of hardware are maintained under OEM warranties.  VTT is currently maintained under a Sprint contract but the communications piece is soon switching to a DISA contract.  The last mile and equipment will still be provided by Sprint.

· Replacements.  Replacements are provided solely by vendors under warranty terms.  For example, TPW has shipped replacement parts all over the world within DLS’s ORD requirements.
Enterprise Management Center (EMC) Help Desk Support 

· Call Management.  DLS outsources Help Desk call management to IBM in a performance-based contract.  IBM uses Remedy software to create and manage the trouble tickets.  IBM creates metrics to monitor call length and perform trouble ticket trend analysis.  IBM formulates process improvement recommendations for our approval.
· Issue Resolution.  DLS outsources Help Desk issue resolution / hardware problem solving and informational requests to IBM as well.  The Help Desk is the single-point-of-contact for DTFMs for issue resolution.  The IBM staff is knowledgeable of the DLS hardware, networks, and systems.  IBM follows the set escalation process and will contact the DLS PM office with issues warranting special attention.  IBM’s QASP includes a stated goal to minimize repeated calls.
Vendor Management

· DLS personnel have many opportunities to evaluate vendor performance on a regular basis by visiting DTFs.  Vendors also escalate any issues they have to the DLS PM office.  Vendor contracts are reviewed periodically and reports are submitted to the Contracts Management Office (CMO).  DTFMs manage warranty repairs and replacements.  It is their contracted responsibility to communicate any problems with warranty services to the DLS PM.  
6.0 
decision criteria

The decision of whether or not DLS is implementing a performance-based logistics approach is based on the following criteria:

· Cost.  When quantifiable, upfront and longer-term expenses should be evaluated to determine whether or not cost efficiencies may be realized.  

· Operational feasibility.  The operational requirements and context in which the system must be supported and maintained may present barriers or enablers to PBL.

· Ability to meet stated objectives.  System-specific goals must support Army and DoD strategies.

· Ability to meet performance requirements.  This decision factor confirms whether or not a move to PBL may hinder meeting stated performance requirements.

· Service life/Lifecycle.  The longer the lifecycle, the greater the potential return on investment.  
· Statutory and regulatory limits.  Current Army regulations, DoD or other Federal policies may prohibit implementation of PBL. 

6.1
Analysis 

Current Systems  

The current DLS systems include the hardware procured during the deployment of DTFs.  The current hardware is serviced by TPW and other vendors.  

The answers to the following questions helped us determine whether or not the current state of DLS hardware support meets PBL criteria.  For example, if the answer to “Do the DLS hardware warranties include performance-based elements?” is “Yes,” then DLS is currently using a PBL approach for its hardware support services.  If the answer is “No,” then DLS is not using a PBL approach.  Responses to each question follow the question in bold italic type with a check mark.  

	Current State PBL Assessment Criteria
	Non-PBL
	PBL

	Costs
	
	

	· Do the DLS hardware warranties include performance-based elements?  Yes.  The warranty contracts are already performance-based.
	No
	· Yes

	· Is acquiring a warranty cost-effective for hardware?  Is the price paid upfront for the warranty less than the typical repair expenses covered? Yes.  The warranty costs tend to be cheaper than repairing hardware on an as needed hourly fee basis or maintaining an internal repair staff infrastructure.
	No
	· Yes

	· Are post-warranty repair costs significant for DLS? No.  DLS will either renew warranties or replace hardware at the end of its lifecycle.  

	Yes
	· No

	· Do the warranties cover or exceed the hardware’s expected lifecycle?  Yes.  The warranties provide support services for the lifecycle of the equipment. It is expected that the equipment will be replaced at the end of its lifecycle. Note: DLS has already budgeted to provide for replacements.
	No
	· Yes

	· Are cost savings being realized with DLS’s current PBL approach? Yes.  The infrastructure and personnel costs have decreased with the move to outsourcing hardware support and have already been factored in to existing and pro-forma budgets.  The performance-based incentives included in warranty service encourage contractors to perform the required levels of support with maximum operational efficiency and cost-effectiveness.  Short-term costs may increase with the development of vendor management performance criteria and a vendor reporting grid.
	No
	· Yes

	· Are there any significant budget constraints with further implementation of PBL?  No. There are no anticipated DLS budget constraints preventing further implementation of PBL assuming any additional PBL costs are minimal. PBL typically uses fix-priced contracts with set payment streams, making the budget management easier.  Costs vary from country-to-country depending on the contractors the Army is able to sign via STOFA agreements.
	Yes
	· No

	Benefits
	
	

	· Has PBL generated a reduction in the amount of work Army personnel have to perform? Yes.  By outsourcing hardware support, DLS has been able to focus on more mission-critical items.  With PBL, PM personnel no longer need to devote time and effort to create detailed / prescriptive performance and reporting requirements.  To further improve the management of PBL, DLS may need to increase initial workload to create asset management requirements and a contractor surveillance chart.  
	No
	· Yes

	· Has PBL generated any timesavings with a move to PBL? Yes.  DLS has outsourced hardware support for many years.
	No
	· Yes

	· Has PBL generated any increase in innovation? Yes. Outsourcing elements of hardware support leverages the expertise of contractors.  The use of incentives and rewards encourages contractors to continue to apply innovative solutions.
	No
	· Yes

	Operational Feasibility
	
	

	· Is much government oversight required? No.  Minimal DLS oversight of contractors is required with a pure PBL approach.
	Yes
	· No

	· Are contractors performing the work in question? Yes.  Contractors are already providing most of the support in question. It is difficult for the Army to maintain the organic support required. Therefore, outsourcing support is critical.
	No
	· Yes

	· Are there any further operational components that will be enhanced by a move to PBL? Yes.  The current extensive contractor reporting and oversight can be minimized under PBL.  DLS can create incentives for contractors to deploy and service OCONUS DTFs in the most efficient and cost-effective manner (keeping foreign labor, travel, and procurement costs to a minimum).
	· Yes
	No

	· Are there any operational constraints preventing a further move to PBL? Yes for future initiatives.  Limited internal resources may impede the creation of the requisite performance requirements, implementation plan, and quality assurance plan for the LMS initiative. If funding allows, hiring consultants to create the plans can mitigate this. In addition, there may be a resistance to change. Government mandates (such as use of DISA for VTT) may preclude use of PBL for certain hardware support.

	· Yes
	No

	· Are there any significant risks with a PBL approach?  No.  DLS currently uses contractors for most hardware support.  Incentives encourage contractors to increase the quality of their performance.  There is a risk, however, that DLS will not create the most effective performance requirements and incentives plans to generate the maximum contractor performance.  Seeking third party assistance can mitigate this.
	Yes
	· No

	· Are the required technical support processes / initiatives unique to the Army? No.  The hardware is straightforward and not unique to the Army and therefore easy for third parties to support.
	Yes
	· No

	· Are there any security issues with a PBL approach?  No.  Contractors should be able to meet the security requirements outlined on p. 10 of the ORD.  
	Yes
	· No

	Meets Stated Objectives
	
	

	· Does PBL adversely affect the DoD, Army, and DLS objectives? No.  PBL should only increase DLS’s ability to meet the objectives stated in the ORD and Supportability Strategy by making technology support more cost-effective, efficient, and innovative.
· 
	Yes
	· No

	· Does a PBL approach compromise the Operational Readiness Requirements of the program? No.  Proper PBL incentives and performance requirements will hold contractors responsible for meeting operational readiness requirements. The preventive maintenance currently performed can anticipate hardware problems and keep systems running uninterrupted.
· 
	Yes
	· No

	Performance Requirements
	
	

	· Are the performance requirements for DLS technology support easy to measure? Yes.  Since distance learning support is not unique to the Army, commercial best practices can be applied and performance requirements can be easily defined.  The hardware is COTS /NDI and thus easy for a vendor maintain.
	No
	· Yes

	Service Life / Lifecycle
	
	

	· Is the hardware used to its maximum capacity, therefore diminishing the service life of the equipment?  No.  The current TRADOC courseware does not tax the current hardware and the hardware is not exposed to wartime conditions. The hardware is subjected to normal use and thus should be easily supported under performance-based warranties.
· 
	Yes
	· No

	· Are there any existing contract terms preventing a further program move to PBL?  No. There are no contract terms preventing a further program move to PBL.  The IBM contract for software development is not PBL but it is also out of scope of this BCA.  The contract expires in 2007. 
	Yes
	· No

	· Are there any existing contract terms for individual components of the program preventing a further component move to PBL?  Yes.  The IBM contract for LMS development is not PBL but once the LMS is deployed it will be managed by the EMC under a PBL contract.  There is a mandate to move VTT support from Sprint to DISA for the last mile.  The DISA contract may not be performance-based.
	· Yes
	No

	· Are there any lifecycle issues with a PBL approach?  No.  Warranties currently cover the lifecycle of most of the DLS hardware.   
	Yes
	· No

	Statutory and Regulatory Limits
	
	

	· Are there any statutory and regulatory limits with a PBL approach?  No.  There are no statutory or regulatory limits interfering with a PBL approach.  PBL will support Army requirements for Joint Technical Architecture (JTA) and compliance standards.  However, the STOFA mandates OCONUS may make it more difficult for contractors to manage their services abroad. 

	Yes
	· No


To analyze the results above, the following rating criteria should be used:

· If 80-100% of the answers support PBL, then the program is already using a PBL approach.  Recommendations should focus on any enhancements that can be made to the program’s PBL approach.

· If 60-79% of the answers support PBL, then the program is not extensively using a PBL approach.  A determination should be made as to whether or not an expansion of PBL is cost effective and operationally feasible.

· If less than 59% of the answers support PBL, then the program is not using a PBL approach.  A detailed assessment and cost analysis should be performed to determine if a PBL approach is cost effective and operationally feasible for any components of the program. 
The analysis above demonstratesthat DLS meets 87.5% of the decision criteria in support of PBL.  Therefore, DLS is currently implementing PBL.

Future Systems

The LMS is in the conceptual phase.  IBM has been contracted to create and deploy the LMS hardware and software to all DTFs. It is assumed that hardware support will continue in a similar manner to its current performance-based state.

7.0 
recommendation

The recommendations for the current and future system support are below:

7.1
Current Systems

The decision criteria chart above indicates that DLS is already complying with the PBL mandate in most areas.   However, adopting more PBL attributes wherever possible will enable DLS to increase efficiency while decreasing costs.  DLS will continue to leverage COTS/NDI hardware and the support services provided under warranty.   

The chart below highlights which areas are currently PBL and which areas are candidates to be moved to PBL. Recommendations for each area are discussed in detail below. 

	Already PBL
	Move to PBL
	Don’t Move to PBL

	· COTS procurement

· COTS warranties / support

· Help Desk support for hardware*

· FCAPS

· Deployment and  

      Installation

· Asset management

· DTFMs*
	· Coordination / management of COTS procurement

· Contractor management / surveillance

· Future contracts
	· N/A


*Moving to a performance-based contract January 1, 2003. 

Procurement

· The management of the procurement process should move to a PBL approach.  DLS needs to create standardized COTS hardware requirements and incentives for DTFMs.  An effort is being made with current vendors to configure all hardware in a uniform manner.  A future mandate to switch procurement from GSA contracts to ITEC4 and small computer programs may present a risk for DLS.  If our current vendors do not sign up for the PEO EIS consolidated purchasing program, then we will not be able to have all of our hardware configured in the same manner. Effective DTF deployment requires standard configuration of all units.
· Many cost efficiencies have already been realized with the DLS PBL approach.  For example, under the TPW contract the cost of equipment has not changed in four years, yet DLS receives more advanced technology each year.  
· DLS has budgeted for technology refreshment / replacement starting in 2004.
Deployment and Installation:  

· The existing ACS contract for DTF support is performance-based.  Additional performance requirements and incentives can be applied to the management of the contracts, encouraging ACS to accelerate deployment activities in order to decrease deployment costs.  A better coordination of hardware procurement (discussed above) will enable ACS to reap efficiencies during the installation process across DTFs. 
Warranty / Asset Management

· Most equipment is under warranty through 2004 and would not need a PBL approach for routine maintenance until contract expiration.  
· If the lifecycle of the equipment exceeds the warranties, the warranties will be renewed when they expire.  To date, we are not anticipating unaffordable warranty renewals. 

· Effective January 1, 2003 DLS will apply a PBL approach to asset management under the IBM contract.   PBL will enable us to better manage our hardware warranties while reducing our workload at a minimal cost.
Repairs / Replacements 

· Preventive Services.   The ACS performance-based contract covers preventive services as well.
· Repairs and Replacements.  The repairs and replacements are covered under warranty.
EMC Help Desk Support.  

· Beginning January 1, 2003 Help Desk hardware support will be provided by IBM in a performance-based contract.  However, additional performance-based elements can be added to the management of Help Desk support.  For example, a one-page QASP matrix can be developed to assess IBM performance on a monthly basis. This will minimize reporting requirements and thus generate timesavings for DLS staff. 
Vendor Management

· The management of vendors can be streamlined to become more effective and efficient.  DLS will create a one-page matrix to serve as a vendor quality assurance surveillance plan (QASP).  This QASP should be filled out monthly for each contractor to ensure that they are delivering services within the contracted performance-based metrics.  

· As part of the QASP, DLS will monitor IBM’s management of warranty service to ensure that technology support is being provided within ORD requirements.  DLS will investigate adding a Customer Relationship Management (CRM) software solution to the Help Desk to automatically track whether support services are provided in the most efficient manner.

· To take further advantage of PBL benefits, DLS will consider offering reward payments to encourage contractors to deliver results on time or ahead of schedule, thus reducing cost-intensive delays.  DLS can also create incentives for contractors to deploy and service OCONUS DTFs in the most efficient and cost-effective manner (keeping foreign labor, travel, and procurement costs to a minimum).
· To implement these recommendations, DLS may need to increase initial workload to create asset management requirements and a QASP.  

7.2
Future Systems

· Ideally, the development and support of the future Learning Management System (LMS) should be performance-based because it is a straightforward system that is commercially available.  However, considering a non-performance-based contract has already been signed with IBM for software development, a move to PBL is precluded for the next 5 years, assuming no contract renegotiation is feasible.  

· Future hardware support will continue to be PBL and PBL will be applied in future contracts or in renegotiations of existing contracts.

8.0 
Critical success factors   
As we continue to implement PBL, we will keep the following factors in consideration.  Deviating from the aims of a pure PBL approach can dilute the assumed benefits, the return on investment, and/or increase the risks.

Aim:
Outsource the work when feasible.  Outsourcing certain functions to specialized firms should be considered for efficiency gains.

Aim:
Focus on results, rather than on the manner in which work is performed.  The amount of prescriptive language pertaining to processes in contracts should be limited.  

Aim:
Develop standardized performance measurements that can be used across outsourcing firms.  Limit the number of customized measurements to avoid making performance monitoring cumbersome.

Aim:
Create a simple template for evaluating performance.  Limit the amount and frequency of reporting requirements.

9.0  
Key barriers

· Process change.  Using performance measurements with a focus on end results instead of on prescribed process requirements is a new concept.  Resistance to change has historically been a problem in the Army.
· Uncertainty of desired requirements of LMS system may cause time delays in finalizing the specific outcomes desired. 
· Budget approval and potential cuts will dictate the program’s parameters.  Blocks 4–6 have not received funding yet. 
· Technical infrastructure may be an issue until all Blocks are fully implemented.  The CANs and WANs may not be able to support the bandwidth required for future TRADOC goals such as simulations and video streams.  In additional, until all DTFs are built, many proponent schools will not be interoperable.

· Political decisions such as mandates to move to a PEO EIS small computer purchasing program may prevent DLS from gaining the efficiencies of standard hardware configuration provided by current vendors.
10.0 next steps

The next steps are as follows:

· Develop Distance Learning Cost and Economic Analysis (DLCEA) incorporating performance-based cost savings.

· Develop a detailed PBL implementation plan for the LMS system.

· Create incentive / reward plans for all aspects of hardware support to increase the benefits of PBL.

· Add performance elements to all new contracts and to existing contracts where possible.  See Appendix A for examples.

· Create a one page Quality Assurance Surveillance Plan (QASP) matrix to efficiently measure contractor performance and reduce reporting requirements.

· Begin implementing and monitoring PBL performance.

· Apply PBL to all future contracts.

11.0 pbl cost assumptions

Given that DLS is already implementing PBL to a large degree, the costs associated with PBL are represented in our current and pro forma budget costs. General PBL cost factors are provided below.
To date, PBL principles have successfully been incorporated into the support of major weapons and aircraft systems.  Given the demonstrated cost savings and other efficiencies (see examples below), the practicality of utilizing a similar approach with IT systems led to the review of this program's support processes and this BCA.

· PBL in general is a cost-efficient manner to operate.  Since 1999, the Army has implemented 26 pilot programs for a move to PBL.  The mean cost savings for these programs is projected to be 12% by the year 2005.

· The Navy, which has implemented PBL earlier in pilot programs, has realized savings directly related to the implementation of PBL (from 2000 to 2001) to be approximately $43.7 million.

· Over all government agencies that have implemented PBL, the mean cost savings has been 15%.

· Conversion to performance-based contracting for Navy aircraft maintenance resulted in immediate savings of $25 million.

· Through PBL contract incentives, NASA reduced program costs for the Space Shuttle by approximately $350 million since 1990.

· When creating contracts for product design procurement, the Air Force utilized PBL.  The RFP went from being 1,000 pages long to 100 pages long.  This process streamlined administrative lead time by 66%, cut program staff by 75% and drove costs down nearly 40%.

In areas where PBL is implemented, the following considerations need to be taken into account:

· Some programs currently obligate projected award fees for performance-based contracts.  The reward amount is determined by the BPA at the PMO.  Rewards can either add to or decrease from current costs depending on how the contract and performance metrics are structured.  Properly structured incentives and reward payments should reduce overall program costs in the long-term.

· Rules of engagement differ in regards to each PBL implementation.  A universal template is not present to assist in developing performance measures.  Therefore, each program, when beginning to implement PBL, has to allocate enough capital to ensure that effective measures are established.
In areas where PBL is not implemented, then the following considerations need to be taken into account:

· PBL often translates into higher levels of innovation for a given system.  If PBL is not implemented, the lower level of innovation could mean larger repair and maintenance costs as systems become old and obsolete.

· Personnel demands for the government may fluctuate as problems/bugs arise.  Assuming PBL is not implemented, a larger problem may cause the demand for Army technical personnel to increase.  This would increase the costs of supporting the system.  This causes a less predictable cost flow, greater difficulty of obtaining necessary funding, and increased costs due to additional personnel hiring.

· As a result of current mandates, programs must switch their processes to performance-based measures unless they are considered “exempt.”  This “exempt” status is only obtained by developing a business case analysis supporting why the program should stay with its current processes.  The cost to retain exempt status will occur annually unless a PBL approach is adopted.

12.0
appendix A - performance-based examples

  Help Desk Support Performance-Based Examples

	Outcome Desired
	Performance Standard
	Monitoring Method
	Incentives / Disincentives

	Time to resolve customer problem is short as possible
	95% of calls received are resolved in 1 business day
	Random sampling of call activity report (trend analysis)


	+/- 1% monthly price

	Calls are answered promptly by Help Desk personnel
	Calls are answered within 20 seconds or a voicemail may be left; messages returned within 1 hour of receipt
	Random surveillance of actual operations; trend analysis reporting
	+/- 0.5% monthly price

	Customers can contact Help Desk staff during designated hours
	99% of calls are answered on customer’s first attempt
	Inspect call logs (trend reports); survey customers and evaluate feedback


	+/- 0.5% monthly price


  Hardware / Systems Maintenance Performance-Based Examples

	Outcome Desired
	Performance Standard
	Monitoring Method
	Incentives / Disincentives

	Systems installed are reliable, available, and maintainable
	98% of requests for moves, adds, or changes are completed within 5 working days
	Random sampling of request for service log; completed work tickets; customer interviews


	+/- 1% of total monthly price for each +/- 1% variance from standard

	Systems installed and maintained meet specified security standards
	100% of systems tested meet security requirements; no breaches detected
	Random system tests using standard testing techniques
	Partial payment withheld until compliance achieved


13.0 
glossary 

Commercial-off-the-shelf /Non-developmental item (COTS/NDI).  Civilian equipment/software purchased by the Army with little or no modification.

Development.  Increasing capability/functionality of software through new programming measures.

Help Desk.  An interface with system users that facilitates the diagnosis of common problems and troubleshooting.

Internal Support.  The utilization of Army resources for software/hardware development and maintenance.

Maintenance.  Repairing a system by fixing bugs or updating code/equipment that is obsolete.

Operational Requirements Document (ORD).  Documentation that contains objectives and minimum acceptable technical requirements for the proposed system.

Outsourcing.  Work performed for the Army by commercial entities.

Performance-Based Contracting (PBC).  A type of contract that establishes the measures by which work must be performed in order for the outcome to be considered complete.  PBC is outcome, not process, driven.

Performance-Based Logistics (PBL).  A strategic directive that specifies outcome performance goals.  PBL assigns responsibilities and provides incentives for attaining the goals.  The scope of PBL includes lifecycle management, support/maintenance, and total ownership costs.

Performance-Based Management (PBM).  A measuring process utilized by management (applying to contractors) in conjunction with defined goals to determine the success of performance outcomes.

Quality Assurance Surveillance Plan (QASP).  Document that measures contractor performance and includes negative and/or positive incentives. 

Statement of Work (SOW).   Document that describes measurable work standards to be fulfilled by the contractor.

System.  A broad term that applies to (collectively or independently) equipment, hardware, software, or platforms. 
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