Comparison of CAIV Policy, Tenets and Implementation Within DoD

	CAIV Attribute
	DoD Policy/Guidance
	DoN Policy/Guidance
	DoA Policy/Guidance
	DoAF Policy/Guidance

	Policy Documents
	DOD 5000.2-R

USD(A&T) Memo 04 Dec 1995
	SECNAV Memo of 28 July 1997
	AR 70-1
	USAF R-TOC Guidebook

	Implementation/Application to New Acquisitions
	Per USD(A&T) Memo of 04 Dec 1995: All Major Acq. Programs in Concept Development or DEM/VAL phases must establish aggressive, realistic cost objectives within 12 months (12/96).  All other programs will be evaluated based on feasibility.  (All subsequent programs required to establish cost objectives.)  All Major Programs not beyond MS II required to develop a CAIV implementation strategy. 
	Per DON Memo of 28 July 1997, CAIV is a DON strategic management process/ methodology for reducing TOC.  Process involves setting aggressive, realistic cost objectives while meeting customer requirements.  

For new systems, CAIV should be initiated during requirements generation phase.

PMs responsible for implementing, with support and guidance from all stakeholders.
	Per Army CAIV policy, CAIV will be applied to all ACAT ID, IC, IA, II, III and IV programs.  CAIV will be tailored as appropriate to the program.
	Per USAF R-TOC Guidebook, applied to Flagship pilot programs, and PMOLCS pilot programs.

	Requirements for Inclusion in contracts
	Requires that major program contractors will develop and implement an approach for achieving cost objectives.
	No specific requirements stated.
	RFPs and contracts shall require the contractor to implement a management approach for achieving  CAIV cost objectives.
	RFPs and contracts shall require the contractor to implement a management approach for achieving  CAIV cost objectives.

	Implementation/Application to Existing systems.
	For fielded systems, implement a CAIV-based program for modernization/ upgrade.
	For fielded systems, CAIV should be initiated and refined “where practical”.
	Throughout the life cycle.
	Emphasized to prior to MS II and during Modernization.

	Flagship Programs
	
	AIM-9X, MIDS
	ATACMS/BAT(P3I), Crusader
	SBIRS, JASSM, EELV, JAST

	Key Tenets 
	· USER involvement in the process of goalsetting and evaluation.

· Set realistic, aggressive cost objectives;

· Manage risks to achieve cost, performance and schedule;

· Devise appropriate metrics for monitoring progress;

· Motivate gov’t and industry to achieve goals;

· Implement incentives to reduce O&S costs for fielded systems;

· Use competition and contract incentives to drive down acquisition and support costs;

· Use Value Engineering and Shared Savings Incentives (Gainsharing) to reduce costs.
	· CAIV is a methodology for reducing TOC;

· CAIV is a Top-Down, Bottom-Up, continuous, comprehensive process;

· Recognizes the limited resources drive TOC Target;

· Employ a hierarchy of cost reduction activities, expanding the trade space to eliminate non-value-added and high cost-to-benefit processes and activities;

· Carefully structured contract incentives can leverage achievement of CAIV targets

· Requires risk management;

· CAIV is a cradle-to-grave process.
	· Optimize total force for given level of Investment by balancing life cycle cost, performance, schedule and risk

· Establish cost targets early in requirements/acquisition phase to maximize impact on total LCC.

· Aggressively manage the requirement and acquisition process to produce systems at dramatically reduced LCC.

· Provide incentives to contractors and government personnel to meet cost objectives and discourage addition of performance enhancements of limited operational value.
	· CAIV is early – prior to MS 0, & part of modernization planning

· Capstone tenet is concept of Trade Space

· Define Capabilities-based Requirements

· Promote intra-service and commercial partnering

· Maintain a TOC/LCC focus

· Implement Risk-based Management

· Establish Measurements to determine success

	Ground Rules
	· Investments to achieve O&S cost savings may increase costs in early program phases.

· Innovation and risk tolerance must be encouraged to achieve breakthrough cost and performance improvements.
	· CAIV embraces the long-term view for trade-off decisions.

· Must be applied from the Top-Down beginning with requirements generation to optimize projected resources and manpower.
	· Cost-Performance-Schedule (CPS) trade-offs should establish meaningful cost, performance and schedule requirements

· Margin between threshold and objective performance and cost parameters is the trade space.
	· User/acquirer free to make trades as long as no KPP thresholds are broken.

· Trade space is region between thresholds and objectives

· Cost is a design constraint like any other parameter

	Metrics
	· Setting Cost Objectives

· Adhering to Cost-Performance Trade-off Process

· Empowering PMs to make timely decisions

· Encouraging similar industry practices

· Tailoring to commercial standards (when adequate)
	None stated in the TOC memo.
	None stated in the AR 70-1.  Draft Handbook will probably provide some usable metrics for program managers.
	· Establishment of cost objectives

· Management processes oriented around achievement of cost objectives (gov’t and contractor)

· Implementation of incentives program and contractor achievement of objectives

· New technology implementation

· Risk identification and management

	Emphasis
	· Use of performance specs

· Identify a minimum number of critical performance criteria

· Assess achievement of cost objectives at each MS

· Risk Management of Cost and Supportability as well as Performance

· Use repair warranties to incentivize production quality and operational reliability

· Involve the User in defining the critical performance characteristics to simplify vice complicate design and production
	· Elimination of requirements which do not directly meet warfighters’ needs.

· Establishment of TOC Target key to CAIV implementation.

· Cost reductions which still meet all operational requirements should be pursued throughout the life cycle.

· Performance trades below requirements are last resort, with MDA approval.

· Risk management is paramount.


	· Key Performance Parameters (KPPs) and CAIV target cost shall be established during requirements phase and refined and validated during subsequent phases.  Once defined, those KPPs define the trade space during the remainder of the program life cycle.

· Achievement of cost target becomes principal focus during MSII and beyond with performance driving decisions only when achievement of threshold KPPs is threatened.
	· Implementation of CAIV as a tool for achieving R-TOC

· Identification of usable targets such as Average Unit Procurement Cost (AUPC) and Average Unit O&S Cost (AUO&SC) for measurement of progress

· Differentiating “Big TOC” (Total  Air Force) from “Little TOC” (Program TOC) such that the PMs are held responsible for costs which they can control or influence directly.

	Relationship to TOC Reduction
	Methodology for reducing TOC during requirements development and design.


	TOC Tool which is top-down, bottom-up, and continuous process.
	Methodology applied throughout the life cycle for reducing program cost.
	Tool used for reducing TOC during requirements development, design and modernization.

	Trade Space
	
	Not specifically stated, however, includes performance and schedule.
	Cost, risk, performance and schedule.  Implications that trade space is area between threshold values and objectives.
	Trade space is area between threshold values and objectives. Decisions resulting in not meeting thresholds require MDA approval.

	Tools/Methodologies to Implement 
	
	DTC, BCR, contract incentives, risk management program
	No specific tools identified.
	DTC, contract incentives, gov’t incentives.

	Differences between Navy policy and other services
	BASELINE
	Current policy stresses “what” CAIV is and its applicability to programs.  Not very “How to” oriented.  TOC Reduction is the overriding concern, CAIV is a tool for performing Cost-Performance trades to reduce TOC.
	Policy specifies applicability; light on “how to” information.  TOC reduction is the objective, CAIV is the thru-life methodology for reducing TOC.
	Guidebook provides good “how to” information for program implementation and clarity on how CAIV fits into the overall TOC and cost management picture.  Trade-off analysis and trade space well defined and illustrated for Program Managers

	
	
	
	
	


