

Cost As an Independent Variable (CAIV) Template
The following information is provided to assist the PM and his staff in the preparation of an acquisition strategy.  It is intended to assist and should be tailored to specific program circumstances.  The use of this template is optional

Cost As an Independent Variable
IAW DoD 5000.2-R, the PM shall formulate a CAIV plan, as part of the acquisition strategy, to achieve program objectives.  In establishing realistic objectives, the user should treat cost as a requirement.  The acquisition community, including technology and logistics, and the requirements community should review the use of CAIV process to develop total ownership cost (TOC), schedule, and performance thresholds and objectives.  These objectives should be reviewed at each milestone


The PM should consider the following in describing his strategy: 
Cost/Schedule/Performance Trade-Offs
The best time to reduce TOC and program schedule is early in the acquisition process.  Continuous cost/schedule/performance trade-off analyses help program managers (PM) accomplish cost and schedule reductions.  Also, analyses should be broad enough that all costs are considered during the early decisions on system design alternatives
Cost, schedule, and performance may be traded within the “trade space” between the objective and the threshold.   The PM and the operational requirements developer should jointly coordinate all trade-off decisions.  Validated key performance parameters (KPPs) may not be traded-off without Requirements Authority approval
Partnering

CAIV relies on partnering among the warfighter, acquisition, sustainment, and industry communities.  It takes the involvement of the entire Government/Industry team to achieve maximum benefit.  The PM should strive for strong trust and teaming among all parties in order to meet warfighter needs.  


Management Incentives
The PM should review the use of incentives to achieve CAIV and schedule objectives.  As an example, incentives might stress up-front investments to minimize production costs, operating and support costs, and/or cycle time, where applicable.  Use of both monetary and non-monetary awards encourages creativity.  Also, “shared savings” programs should be reviewed as a creative method to encourage the generation of cost- and schedule-saving ideas throughout all phases of the life cycle














Contracting
Many tools are available to motivate and provide incentives to contractors: competitions, component breakout, value engineering opportunities, and multi-year or sole source awards are just a few.  PMs should establish an integrated contracting strategy that:
   
-- Determine if source selection criteria reflect the importance of achieving 
            production and TOC objectives 
            -- Look for flexible contracting techniques to allow the use of CAIV 


-- Identify innovative methods for competitive contracting
-- Determine if incentives can be developed that help the program     
meet or beat TOC reduction targets, not just near term cost objectives

-- Emphasize the use of modular contracts in which large acquisitions are broken                                                                                                     into smaller, more manageable modules which may support the implementation of CAIV
Planning Programming and Budgeting

The PM should plan for full program funding as soon as known capabilities can be described.   To facilitate this, they should develop cost estimates for the desired capability.  They should also develop and document the process to identify the CAIV trades and its impact to funding
Measurement

Intrinsic to CAIV is setting of realistic and aggressive cost, schedule, and performance goals, establishing effective metrics, and measuring progress in reaching and achieving these goals.  A PM should create metrics that identify important and observable steps for reaching cost objectives.  The ability to set and reach cost objectives will largely depend on early trade-offs in performance versus costs.  In many cases, metrics and observables will reflect the degree to which a program is structured for success.  Some examples of  identifiable metrics include but are not limited to: 

· Identification of the cost baselines for comparison of progress.  Prime example of this would be separate identification of development, unit procurement, and operating costs for the system being replaced.  Secondary (less desirable) would be identification of initial program estimates for these same cost parameters.

· Identification of cost goals relative to the identified baselines.

· Identification of how progress toward achieving the goals will be measured and how it will be monitored and reported.

         Assignment of responsibility for efforts intended to achieve each goal.

         Identification of allocations among cost elements expected to contribute toward achievement of overall goals (e.g. manpower reductions have a goal of certain reductions, and within those certain operational aspects such as maintenance are allocated certain sub-goals).

         Identification of events/times at which progress toward achieving goals, and reviews of goals, will be held (presumably major milestones).


