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Executive Summary

POM98 established a $5.0B Navy savings wedge over the FYDP, FY00-05, reallocating infrastructure funds to supplement shipbuilding, modernization, and operations to better meet national security requirements.  NAVSEA’s share of the savings wedge is $1.021B to be achieved through its Strategic Sourcing (SS) Program.  NAVSEA’s SS Program is comprised of three elements: A-76 Studies, Functionality Assessment-Business Process Reengineering (FA-BPR), and Functionality Assessment Buying Habits/Contract Efficiencies (FA-BH/CE).  NAVSEA allocated  $343M of the savings wedge to FA-BH/CE, of which NAVSEA HQ/PEOs are responsible for $251.6M.

In July 1998, NAVSEA’s Business Executive Transformation Team (BTET) established the first iteration of the Contract Efficiencies Working Group (CEWG I) to document Professional Support Services (PSS) costs within NAVSEA HQ/PEOs for FY98. The CEWG team consisted of primary and alternate POCs from each Directorate, PEO, and Warfare Center, as well as representatives for the Legal and Small Business offices. Each organization was responsible for collecting data and entering information into the web-based CEWG database via its POCs and subordinate organization data collectors (Business Financial Managers {BFMs} and/or Contract Officer Representatives {CORs}).  The results were presented in March 1999, and summarized on Page 2-7.

CEWG I data was used as a baseline to allocate the $251.5M FA-BH/CE savings wedge to NAVSEA Headquarters Directorates and PEOs.  The allocations are presented on page 2-11.

Professional Support Services (PSS) are defined as services performed by contractors in support of day-to-day Program Office operations.  This support assists the PM staff in running the program and serves as a logical extension of the Program Office staff.  PSS includes activities such as: financial management, contract management, general engineering and logistics reviews, congressional and public affairs support, general administrative support, and preparation of major program documents and plans.

CEWG I efforts assisted in identifying opportunities to reduce PSS costs.  In July 1999, the CEWG Process Project Team (CEWG PPT) was established to pursue potential cost reduction initiatives proposed by CEWG I.  The mission of the CEWG PPT was to analyze and recommend best practices to acquire professional services for NAVSEA Directorates and PEOs from requirements generation to contract closeout.  CEWG PPT objectives included the following:

· Develop a series of alternate contract models for professional services procurement

· Develop fiscal, legal and contractual policies to support the new processes

· Develop a streamlined end-to-end process for solicitation and award

· Develop generic Statements of Work (SOWs) for Command-wide usage

· Define and develop streamlined source selection plans and criteria

· Review current contract clauses, terms and conditions for potential streamlining

· Develop a model to shift to performance-based SOWs vice Level of Effort (LOE)

· Negotiate “best deal” with General Services Administration (GSA)

CEWG PPT recommendations included the following:

· Perform Integration Analyses within and across all program offices of each Directorate and PEO

· Develop Multiple Award Contracts (MACs) of Indefinite Delivery/Indefinite Quantity (IDIQ)

· Establish the Support Services Acquisition Program Office (SSAPO)

· Develop an e-Business capability to facilitate processing of PSS requirements and reduce contract administration costs

By direction of NAVSEA Executive Committee (NEC) decision of 29 November 1999, the Support Services Acquisition Program Office (SSAPO) was established in March 2000.  This office was responsible for the development of the detailed process, plans, and contract vehicles for NAVSEA to procure Professional Support Services (PSS) in the most efficient and effective manner.  The mission of the SSAPO included the following:

· Plan, develop, issue, and award Command-level IDIQ contracts for PSS

· Develop policy for PSS Contracting to include all aspects of contracting support services within NAVSEA PEOs/Directorates

· Develop policy and procedures to transition existing NAVSEA contracts to the MACs 

· Develop a complete training program for NAVSEA PEO/Directorate personnel to include all elements of the contracting process from integration analysis through task order preparation and execution

· Establish and provide a model by which NAVSEA PEOs/Directorates shall perform Integration Analysis.

· Develop metrics to assess the effectiveness of support services consolidation

· Develop electronic business process for ordering services

· Report progress to the Business Transformation Executive Team (BTET) and others as necessary

Concurrent with the creation of the CEWG PPT in July 1999, CEWG II was established to collect NAVSEA HQ/PEO PSS data for FY99.  The team consisted of primary and alternate POCs from each Directorate, PEO, and Warfare Center, as well as representatives from Legal and Small Business offices.  Each organization was responsible for collecting and entering its respective data.  CEWG II results were presented at Commander’s Forum VIII (March 7, 2000).  FY99 obligations for PSS contracts showed a 22% reduction from FY98, as depicted below.  The FY98 and FY99 data was averaged and used as a baseline to determine MAC usage targets each NAVSEA Directorate and PEO for FY01 through FY05.  The results of CEWG II are summarized on page 5-18.

CEWG III was established in September 2000 to collect PSS data for FY00.  The CEWG program was operated in the same manner as CEWG I and II.  The results of CEWG III was published in June 2001, reflected a 9% reduction over the prior year, and are summarized below.
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In November 2000, the Integration Analysis (IA) program was transferred from SSAPO to SEA 09B.  Each Directorate and PEO was tasked with examining existing PSS contracts, identifying areas where similar functions could be combined, and documenting the results in an IA plan.  In February 2001, the BH/CE Team was formed, consisting of representatives for each Directorate and PEO.  This group was tasked with certifying that an Integration Analysis within their Directorate/PEO had been completed.  Another undertaking of the BH/CE Team was the determination of PSS savings.  Each Directorate/PEO was required to fully document its savings and calculation methods in order to satisfy a possible audit.  As a third objective, the BH/CE Team established transition plans for migrating PSS contracts to the MACs.  The BH/CE Team documented the following savings through the end of FY01.
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Total Obligations

1998

$21,595,000

$11,425,300

$315,807,000

$51,295,000

$51,855,500

$104,494,000

$97,343,000

$16,290,000

$62,466,000

$732,570,800

1999

$15,944,635

$8,641,763

$266,130,817

$28,043,688

$49,496,654

$84,762,374

$94,189,628

$4,645,715

$22,006,732

$573,862,006

2000

$14,235,694

$4,771,488

$251,480,384

$32,812,019

$44,899,530

$46,597,903

$114,202,073

$5,375,732

$9,154,594

$523,529,417

% Change 99-00
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17.0%
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On 02 April 2001, the NAVSEA awarded 21 Multiple Award IDIQ-type contracts for PSS covering four functional areas as follows: Program Management, Engineering, Logistics, and Financial Management.  Each contract provided a percentage of guaranteed savings (e.g., 5% per year) if the work stabilized and could be transitioned from Cost Plus Fixed Fee to Fixed Price.  Concurrent with the award of the MACs, the e-Business Portal, named SeaPort, was delivered to the SSAPO.  The objective of this portal is to allow Task Orders (TOs) to be initiated, awarded, and closed out in an intuitive, easy to use, electronic portal.  The SSAPO was renamed the SeaPort Office to match the name of the portal.  The PEOs and Functional Directorates were challenged to place 5% of their PSS contracts on these “SeaPort MAC” contracts in FY01, and to increase the percentage by 5% per year through FY05.  By November 2001, 14 task orders had been awarded under the MACs for a total value (including options) of $74 million, with an additional 20 proposals under evaluation and nine solicitations in development.  Compared to the long delays discovered by the CEWG PPT in developing PSS contracts, a SeaPort MAC contract is awarded in 29-33 days, depending on the dollar value of the procurement.

The CEWG program has shown progressive improvement in the HQ’s ability to manage contractors as demonstrated by the following comparisons.

	 
	Fiscal Year

	
	1998
	1999
	2000

	Number of Contracts
	445
	491
	413

	Number of Contractors
	159
	120
	165

	Total Contract ceiling ($)
	$6.6 Billion
	$5.4 Billion
	$4.1 Billion

	Total Contract ceiling (m-y)
	73,427
	77,082
	42,704

	Total Obligations ($)
	$734,147,800
	$573,862,005
	$523,529,417

	Total Obligations (m-y)
	8,278
	6,120
	4,520
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