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Here we discuss the use of decision analytic procedures in Best Value source
selections. Such source selections specifically require that choosing an offeror
other than the one with the lowest assessed cost must be justified by showing
that the added value of that offeror’s proposal is worth the associated extra
cost to the government. Such a demonstration implies cost-benefit tradeoffs
with an associated issue of benefit quantification during the source selection.
This article is written for two audiences. One is acquisition practitioners who
are implementing an acquisition program that will employ a Best Value source
selection. We aim to familiarize this audience with relevant decision analytic
tradeoff procedures and with important methodological problems. This article
will familiarize the second audience, decision analysis practitioners, with an
important problem for which their tools are highly relevant. We will describe
the Best Value process, provide an illustrative procedural template, and discuss
methods for required cost-benefit tradeoffs. The report also addresses legal
issues in Best Value source selections. Finally, the report presents lessons
learned based on the authors’ experience in Best Value acquisitions.

ource selection is the formal processseparated by the artificial barriers created
by which the government makes pro- by the sequenced programmatic approach,
curement decisions for acquisitions. but instead transcend those boundaries.
At different stages of an acquisition, Decision support procedures and tools
sources (contractors) are chosen to deshould help link each decision to the ulti-
velop concepts, to conduct studies, to demate benefits and costs associated with the
velop systems, to produce a system, or t@ventual decision outcomes.
provide services. Decision issues are not

The view, opinions, and findings in this report are those of The MITRE Corporation and should
not be construed as an official government position, policy, or decision, unless designated by
other documentation.

135



Acquisition Review Quarterly—Spring 1997

THE PROCESS

proach does not implement anything that
was not already permissible under the

In the Best Value approach to sourceFederal Acquisition Regulation (FAR,
selection, the Source Selection Evaluationt993). However the strong precedent for
Board (SSEB) makes its report to thecompetition and choosing the lowest bid-
Source Selection Advisory Council ders, and the fear of the tremendous costs
(SSAC), designating evaluation results forand associated damage caused by the pro-
those offeror proposals in the competitivegram delays that occur with protests, re-
range. The SSAC, unlike the SSEB, carguire clarification of this procedure. The
actually compare the offeror proposalsBest Value variation of source selection
against each other. The award is then madgenerally proceeds as follows:

to the “most advantageous alternative to
the government.” The Best Value compari-*
son process is triggered if that proposal
with the lowest total cost is not also con-

sidered to offer the greatest benefit to the
government (Federal Contracts Report,

The SSAC members (or a special Best
Value team assisting the SSAC) com-
pare the offeror proposals (not the pro-
posal scores) based on the information
provided them in the report and brief-

1993; Sochon, 1994; USGSA, 1992). Itmust  ings by the SSEB.

be noted that the so-called Best Value ap-
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Discriminators (i.e., relative advan-
tages that one proposal has over an-
other) among the proposals are estab-
lished through this comparative pro-
cess. Discriminators will relate to one
or more of the evaluation factors used
in the SSEB evaluation process and
must be traceable to those factor evalu-
ations. .

Impact areas of the discriminators are
defined—that is, the benefit areas af-
fected by the discriminators. A dis-
criminator might be some aspect of the
offeror’s technical approach to an im-
portant system capability. The associ-
ated impact area would be some aspect
of conditional expected performance.
(Note that benefits are assigned to im-
pact areas, not to the discriminator dif-
ferences.) The benefit assessment is
thus a prediction, and assessment pro-
cedures must consider the uncertainty
involved.

Discriminator impact areas are often
characterized in Best Value methodol-
ogy descriptions as either “quantified”
or “nonquantified.” The term “quan-
tify” is ambiguous. Procedurally, in
source selections, it usually means to
assign dollar values to levels of the
variable to be quantified. To engineers
it seems to mean to assess on an inter-
val or ratio scale. For example, a quan-
tified discriminator impact area might
be “expected payload.” A non-quanti-
fied (sometimes called “qualified”) dis-
criminator impact area might be “ex-
pected program management effi-
ciency.” Such distinctions are not very
useful from a measurement theoretic

137

point of view, but can have strong im-
plications as used in the currently de-
fined acquisition process. Furthermore,
as indicated, these benefit impacts are
uncertain, and the uncertainty must be
characterized (even if it can’'t be di-
rectly quantified).

The benefits associated with the impact
of each discriminator are described us-
ing as much clarity of definition and

precision of assessment as is feasible.
As indicated, benefits are assessed for
predicted impacts, and the expectation
and uncertainty should be assessed.

The benefits associated with quantified
discriminators are traded off against the
total cost to the government (not sim-
ply contract price). These total cost es-
timates should be adjusted for cost risk
(also characterized as cost realism). As
indicated, the described tradeoff trans-
lates benefits to dollars. Less stringent
tradeoff requirements allow for system-
atic judgmental assessments of the
worth of the benefits relative to each
other and relative to cost. The tradeoff
process depends on the implementation
method chosen. At this point, a single,
well-defined requirement for the sca-
lar aspects of the tradeoff process has
not been defined. Several alternatives
are discussed in the next section.

Nonquantified benefits associated with

discriminators are also used. Although

these benefits are used only as tie-
breakers by some agencies, they can
be traded off against other benefits or
costs, which is the procedure recom-

mended here.
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VARIATIONS OF THE APPROACH

The resulting implications are exam- A potentially serious problem with this
ined by the SSAC and a decision is recprocedure is that the technical approaches
ommended to the Source Selection Au-of the offerors may be so different that the
thority (SSA). cost to change the lower cost, lower rated
technical proposal to provide the techni-
cal benefit of the higher cost, higher rated

Several methods for trading off cost andproposal is prohibitively large, or cannot

benefits in Best Value decisions have beerbe reasonably calculated, indicating
described. Four are reported here, but foehoice of the higher rated proposal. Yet,
the reasons explained below, only meththe government may assess that the per-

ods 2 and 3 are recommended.

ceived value of the benefit associated with
this technical superiority is minimal, less

1. Dollar cost to obtain increased benefit.than the cost difference and it clearly

In this method an estimate is estab-would not pay this difference. This indi-
lished of the cost to provide from the cates that the lower bidder should be cho-
lower cost, lower rated technical pro- sen. It also shows that this tradeoff method
posal a benefit of comparable magni-can produce different results from the fol-
tude to that associated with the higherlowing two methods. The cost to provide
rated technical proposal. How could @ benefit is not necessarily a valid indica-
the lower cost proposal be best up-tion of the value of the benefit to the deci-
graded to achieve the key benefits (assion maker as reflected by “willingness
indicated by discriminator impact ar- to pay” (see Discriminator Benefit
eas) of the higher rated technical pro-Tradeoff method). This method conse-
posal, and what would be the cost toquently is not usually a desirable approach
do so? This adjustment should be infrom a decision analytic point of view; we

terms of the most probable total costdo not recommend it here.

to the government and should adjust

for cost realism and for discounted cash2. Direct discriminator impacts benefits

flow. The decision would then be made
in terms of the adjusted cost figures.
The idea seems simple. If the cost to
provide the added benefit is less than
the actual cost difference, then the
added benefit of the higher rated tech-
nical proposal is not worth its added
cost. Thus the lower bid provides the

greatest value in a cost—benefit sense.

This procedure does not suggest “tech-
nical leveling” (i.e., to actually trans-
mit the ideas to the lower bidder). It is
simply a cost estimating methodology
designed to answer the Best Value
guestion.
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guantification. The direct discrimina-
tor impacts benefits quantification in-
volves directly assessing the value to
the government of the effects associ-
ated with discriminator advantages of
each offeror. For each discriminator,
the impact area is identified and an at-
tempt is made to directly quantify the
benefit of the impact using a model,
an established methodology, a surro-
gate index, or some other measure that
characterizes the benefit of the impact.
An example would be increased pro-
ductivity of a workforce attributable to
increased user friendliness of computer
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workstations. A discriminator can be
unique to a particular offeror, or sev-
eral offerors’ proposals may have po-
tential impacts with respect to a dis-
criminator. All important discrimina-
tors are quantified where possible.

An important consideration related to
this and the procedure described is that
generally in offeror comparisons, each of-
feror has one or more advantages over
other offerors. Thus the lowest bidder may
also have several benefit advantages over
the higher bidder even though the prepon-
derance of benefits clearly lies with the
higher bidder. Once discriminator impacts
have been quantified for all offerors, costs
are appropriately adjusted for each offer
to yield adjusted net values. (See “A Pro-
cedural Example” for more information
on the procedure and terminology.) A prac-
tical issue is that some discriminators can-
not be quantified,and some discrimina-
tors can only be partially quantified. When
this occurs, the nonquantified discrimina-
tor impacts can be traded off against quan-
tified ones using the third procedure dis-4.
cussed here, or they can be used as the
breakers.

3. Discriminator benefit tradeoff. In this
method the SSAC determines the rela-
tive value of the increased benefits as-
sociated with the technically superior
proposal in direct tradeoffs, in which
described benefits are directly com-
pared pairwise using ordinal preference
or ranking type assessments. “Willing-
ness to pay” is often used as a prefer-
ence assessment method. All attribute
differences or advantage impacts
among alternatives become “benefits”
for tradeoff in this approach. If there
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are more than two offerors in the Best
Value comparison, as is usually the
case, benefits are traded off for each
pair of offerors. A rank ordering of the
benefits can be established using this
process which can also provide con-
sistency checks. A version of the pro-
cess is described in the example ap-
proach presented in the next section.
Tools such as Multi-Attribute Utility
Theory (MAUT) or the Analytic Hier-
archy Process (AHP) can be used in
establishing such an ordering. These
tools, if employed using appropriate
axiomatic tests, can provide interval
level utility assessments. The results of
the discriminator benefit tradeoff
method are likely to differ from those
of the first method described. At the
same time, the ordering of options de-
rived from this approach should agree
fairly well with those of the second
method, and should provide a valid rep-
resentation of the decision maker’s
values.

Point scoring. In this method, price
points and technical points are assigned
in a manner established in the Source
Selection Evaluation Plan (SSEP) and
described in the Request For Propos-
als (RFP). This procedure when used
by the SSEB can be somewhat restric-
tive and is usually avoided in source
selections for this reason. Assigning
points to discriminator advantages pro-
portionally to the weights of evalua-
tion criteria on which the advantage is
based may not validly quantify the
value of the resultant benefits associ-
ated with discriminator impact areas,
thus misrepresenting discriminator
benefit. These relative benefits must
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still be established and justified as athe SSEB evaluation has been completed
meaningful difference to establish Bestand the issue of Best Value must be ad-
Value, for as indicated, discriminators dressed by the SSAC. Because the cru-
need not be the actual evaluation crite-cial question is overall value to the gov-
ria of the SSEP. If points are assignedernment, certain steps related to cost real-
that actually represent the value of theism and risk are included. This is a spe-
discriminator impact to the govern- cific example, and variations dependent
ment, this accomplishes the same re-on procurement conditions are quite ap-
sult as the tradeoff approach of meth-propriate (see Faris and Lovelace, 1994,
ods 2 or 3 above (which must still be for further discussion). It also tries not to
used to assure consistency), and the ado violence to current practice while still
proach is simply a variation of one of inserting accepted, valid assessment tech-
those. Attempting to assure that the re-niques into the process. The treatment of
sultant benefit assignments do not vio-uncertainty assessments and cost—benefit
late implications of the point distribu- tradeoffs is necessarily abbreviated and
tion rules set forth in the SSEP andother variations using benefit and cost
partially explained in the RFP is very ranges are acceptable.
difficult, especially if a discriminator
relates to more than one evaluation cri-RECOMMENDED STEPS
terion. The ordering of the impact ben-  Step 1. A Best Value working group
efits thus derived can thus potentially (BVWG) is formed. This is done after
be different from what might be ex- SSEB reports are finished. This BVWG
pected from the ordering of the impor- should be small, but the group in aggre-
tance of weights assigned in the RFP.gate should represent complete knowledge
It's a good idea to examine the impli- of proposal cost, management, and tech-
cations of such cases as a check on thgical content (as well as any special evalu-
analysis, but that should be the extentation areas, e.qg., software capability evalu-
of the procedure. ation [SCE]). The BVWG should serve in
an advisory role to the SSAC. BVWG
members should be familiar with the
. evaluations done by the SSEB and the
A PROCEDURAL EXAMPLE: THE BEST summary report preparations, and they
VALUE AsSESSMENT PLAN For need access to all relevant information.
SYSTEM X SOURCE SELECTION Initially the BVWG can be formed mostly
of those familiar with the SSEB evalua-
Here we give an example of the gen-tions in order to efficiently define discrimi-
eral approach to Best Value for the hypo-nators. Then a subset of SSAC members
thetical System X source selection. Themay join to enhance the identification of
approach is based on accepted practicampact areas and associated benefits.
the legal and procedural rulings with re-
spect to Best Value procurements, and cer- Step 2. The BVWG reviews the cost
tain assumptions about quantification. realism information. The BVWG should
This approach is to be implemented wherreview cost realism work done and pre-
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pare the relevant information in a tabularchosen for that reason, it must be even-
format. If the required information is not handed with respect to the evaluations of
available, the BVWG should prepare theall offers.
information from data provided by the Risks external to the offeror’s proposal
SSEB. but part of the system life cycle and thus
This cost information should include all the total cost to the government are often
adjustments to price and cost to reflect arincluded as quantified (or qualified) risks.
accurate assessment of the true total coSuch a risk could be due to some event
to the government of the offeror’s proposal(e.g., a technology requirement upon
(sometimes denoted as the “government’svhich the system employment is depen-
most probable cost,” or GMPC). Adjust- dent) that causes uncertainty unigue to the
ments made to the offeror’s cost can be tfferor’'s ap-
cqrrect arlthm_etlc errors, adjust mappro-proach to the A caution is that
priate labor mixes, or to reflect technical program, and risk inclusion should
or management-related risks that will af-for which a spe- e gecomplished
fect the effort or schedule required to de-cific program eyenhandedly so
liver the capability as proposed. (Seecost assessmenthat all important
Carroll, 1994, for further discussion.) cannot be rea-risks are included
Where schedule adjustments are madesonably made. for all offerors
they are also quantified as part of a cosfThis partition- during the same
realism assessment. Both schedule anihg of risks can Period.”
cost risk are determined by the major un-be a matter of
certain events in the program life cycle, preference. The impact of all risks that can
some due to the nature of the offeror’sbe quantified can be included in this cost
proposal and some external to the protealism adjustment, both program inter-
posal. Costs are conditional on schedulenal and program external risks. The de-
and uncertainty assessments must acconsire is that the resulting number be a real-
modate such dependencies. One musstic estimate of the most probable life-
therefore carefully integrate cost andcycle cost to the government of choosing
schedule realism assessments. the offeror in question to provide the de-
Another consideration involves the usesired capability or system. Acaution is that
of the total acquisition cost of the programrisk inclusion should be accomplished
to the government as a second cost metevenhandedly so that all important risks
ric, in addition to the life-cycle cost, for are included for all offerors during the
comparing different offeror proposals. same period.
When schedule corrections are made, any All adjustments to proposed cost or
impact on the government effort (includ- price should be recapped in tabular for-
ing support personnel) required to man-mat and supported by descriptive meth-
age the program can also be accounted favdology detailing the logic and providing
and included in an adjusted total cost num-an audit trail (Table 1). A separate but re-
ber. This assessment can be difficult forlated table should account for uncertainty
some contracts involving large supportin the adjustments made by indicating the
structures, and if a simplified approach isuncertainty ranges associated with the as-
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Table 1.
Cost Realism Table
Cost Realism Assessment ($M) Offeror X1 Offeror X2 Offeror X3 Offeror X4
1. Proposed cost (for proposed effort) $54.5 $59.3 $65.0 $50.2
2. Arithmetic cost adjustment 0.5 0.2 0.0 (0.2)

(for errors, omissions, etc.)

3. Cost adjustment of offeror effort. 1.2 0.7 15 3.0
This adjustment results from an
independent assessment of
technical/management effort
required to deliver the system
as proposed by the offeror.

4. Cost adjustments due to 6.0 25 1.0 8.0
technical and/or management risks.
These will impact the delivery
schedule or effort required to
deliver the proposed system as
scheduled; they can be due to
overly optimistic schedule
assumptions, complex technical
interdependencies not accounted
for in the proposed effort, and the like.

Total — cost realism assessment $62.2 $62.7 $67.5 $61.0

sessments. An appropriate confidence ina comparative evaluation of these offeror
terval (e.g., 80 percent) should be consisstrengths and weaknesses to identify com-
tently used for discussions of uncertainty.parative advantages and weaknesses as-
The choice of an 80 percent confidencesociated with each offeror’s proposal.
interval instead of, say, a 95 percent rangeThese advantages and weaknesses iden-
itself reflects a tradeoff. The important tify discriminators among offeror propos-
point is that cost adjustments are uncerals.
tain assessments, and the magnitude of the Each discriminator is traced to the
uncertainty should be indicated to deci-evaluation factor(s) from which it is de-
sion makers. rived and these discriminator/evaluation
factor links are listed. The impact area of
Step 3. The BVWG works with the  each discriminator is also listed. This is
SSAC to establish discriminators.The the potential programmatic or operational
BVWG reviews the technical, manage- benefit (or risk) associated with the dis-
ment, and cost evaluations. In doing socriminator. For each discriminator identi-
the BVWG reviews offeror strengths and fied for each offeror, the impact(s) are
weaknesses with respect to the evaluatiowlescribed in sufficient detail to support the
factors as summarized by the SSEB evaluresultant benefits assessment, and provide
ation final reports. The BVWG conducts summary rationale for the benefit. Ben-
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efits could include reduced system downprogram costs, as a cost savings in opera-
time or enhanced interoperability with tions and support, as an operational ben-
other Department of Defense (DoD) sys-efit that can be partially quantified, as a
tems. Technical or management risks thatjuality, capability enhancement).
are related to events beyond the controNonquantifiable benefits and risks devel-
of the offeror and that thus were not pre-oped in the above description are listed
viously accounted for in cost realism ad-with supporting rationale. These can be
justments can also be included here as digecapped in tabular format (Table 2).
criminators. As indicated earlier, when dis-

criminator impacts and issues of quantifi- Step 4. A benefits summary table is
cation are addressed, it is beneficial to inprepared. This table relates the offeror
volve some SSAC members. The appro-benefit checks in the above table to a ben-
priate member depends on several factorsfits reference summary, which should de-
relating to efficiency and validity of the scribe in detail the rationale for the ben-
process. Using the benefit description de-efit claimed for the offeror. This latter de-
veloped, one makes a determination conscription should be systematic and should
cerning which discriminator impacts can include referenced precedents, studies,
be quantified (e.g., as a potential costsimilar systems, and any other relevant in-
avoidance in development, as a cost savformation used to assess the benefit asso-
ings in program management and thusiated with the discriminator. If the ben-

Table 2.
Discriminator Impacts Table
Offerors
Discriminator Impact area Evaluation factor | Quantitative? | Qualitative? | X | X | X | X
of from which Indicate if Indicate if | 1 2|13 |4
discriminator discriminator is benefit can | benefit can-
derived (can be be, or has not be
more than one). been quantified
quantified. and is
supported
only by
descriptive
rationale.
1. Key BM,C Management X +| +
personnel
2. Early RC Technical/ X +| +
delivery overall
3. Past P M Related X -1 +] -1 +
performance experience
4. Training P Management X + +| +
*P = productivity, M = mission effectiveness, C = cost. No entry means no impact, + indicates a positive
impact for the offeror, and — indicates a negative impact or risk for the offeror.
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efit will be quantified, this should also be At this time, the BVWG also quanti-
indicated. The benefits summary tablefies those technology and business risks,
contains a very brief summary of the con-identified in the discriminator impact
clusions to be drawn. table, that can be quantified. As indicated,
these may be due to potential events out-
side the offeror’s control that can occur at
benefits listed as quantifiable in the dis- any point in the system life cycle, or they
criminator impacts table (Table 2). can be risks that have not yet been con-
These benefits are quantified and insertedidered in the evaluation process. This
into the appropriate cells for appropriate means that the risks are based on infor-
offerors in the guantified benefits table mation that has not already been ac-
below. The methods for quantification can counted for in the cost realism adjustment
include analyses specific to the impactmade (Table 1) described in Step 2. Where
area, use of a particular cost or relategoossible, and if appropriate, the potential
model identified early in the source selec-impact of the identified risk is quantified
tion process, or use of some logically de-as a cost impact on the program. These
veloped algorithm. Generally, these ben-most probable quantified technical or
efits will be positive, reflected as deltas management risks are also inserted into
above the offeror scoring lowest overall the appropriate cells in Table 3. Generally
on the evaluation criterion (or criteria) such risks will have a negative value—
linked to that discriminator. The benefits that is, they are “negative benefits” or
summary table or a similar report indicated“disbenefits” which will thus increase the
in Step 4, explaining the basis of each andverall total cost to the government.
every predicted benefit, is prepared and The impact of particular technical or
referenced. The explanation includes thebusiness risks are uncertain, and the
logic for the quantification method chosen, BVWG can assess the range of potential
referenced precedents, studies, informatiorcost impacts from the minimum to a maxi-
sources, etc. A description of the proceduranum figure for each individual risk. As
should be provided sufficient to facilitate a indicated, the most probable value is in-
clear understanding of how quantification serted in the table as a point estimate; how-
of the benefit was accomplished. ever, an appropriate cumulative probable

Step 5. The BVWG quantifies the

Table 3.

Quantified Benefits Table (SM)
Discriminator impact Offeror X1 Offeror X2 Offeror X3 Offeror X4
(Quantified benefits from Table 2)
Early delivery $1.5 $2.5 - -
Training $2.0 $2.0 $3.0 -
Summed quantified benefits $3.5 $4.5 $3.0 $0.0
Cell entries $ benefits [($) if negative]
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impact, such as 80 percent (probability isefits must still be considered, and these
0.80 that the cost impact will be that may or may not change that offeror con-
amount or less) can also be assessed assalered the Best Value.
more conservative or risk-averse estimate.
Both the most likely and 80 percent cu- Step 7. A nonquantified benefits
mulative probable estimates can be use@valuation and summary is prepared.
in later summaries. It should be indicatedThis is done for those benefits and risks
which is being used, and use should bdisted as nonquantifiable in the discrimi-
consistent. nator impacts table. The nonquantifiable,
or qualitative, discriminator impacts can
Step 6. A net value summary table is then be detailed in another table in the
prepared. The “net value” is a number same order for each offeror. See Table 5
used for comparative purposes only andor an example. The rank order can be a
will not correspond to a true price or life consensus rank order developed by the
cycle cost (see Table 4). It provides for SSAC of the relative importances of the
systematic benefit and cost comparisonsionquantified discriminators based on the
that take account of not only the realisticdescriptions of likely impacts. Since quan-
predicted cost to the government of thetification of impact benefits has not been
system but also of the benefits associate@ccomplished, precise weights cannot be
with the offerors’ respective proposed sys-assessed. However, for each discrimina-
tems. Positive quantified benefits are sub+tor, the SSAC can establish a rank order
tracted from an offeror’s projected cost in of offeror proposals in terms of likely im-
this table. Risks that are potential expectegacts with respect to that discriminator.
losses are added to cost. These rank orders are indicated in the
That offeror with the lowest net value table.
represents the Best Value at this point in  Comparison to quantified benefi@ne
the analysis. The quantified benefits havemethod for further precision in assessing
been considered in the analysis and the neahe relative benefits of the nonquantified
value is the result. The nonquantified ben-benefits is a comparison of each of these

Table 4.
Net Value Summary Table ($M)
Offeror X1 Offeror X2 Offeror X3 Offeror X4
Original bid price $54.5 $59.3 $65.0 $50.2
Cost realism +7.7 +3.4 +2.5 +10.8
adjustment to price
Most probable cost 62.2 62.7 67.5 61.0
to the government
Sum of quantified -3.5 -4.5 -3.0 -0.0
benefits and risks
“Net value” of offer $58.7 $58.2 $64.5 $61.0
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Table 5.
Nonquantified Benefits Table
Discriminator Discriminator Offeror X1 Offeror X2 Offeror X3 Offeror X4
Impact Area Benefit Benefit Benefit Benefit
Explanation Explanation Explanation Explanation
Key Productivity Strong Strong key
personnel mission selection for personnel
(KP) effectiveness program selections for
cost manager and | all positions,
software particularly
development software
manager development
manager and
Denote as planning
B(KP), X1 manager.
Denote as
B(KP), X2
Past Productivity Extensive Relevant Relevant Relevant
performance mission relevant experience experience experience
(PP) effectiveness experience with like with like with like
with like projects and projects projects
projects; this this agency and this and this
is offset by agency, but agency
significant Denote as history of
cost or B(PP), X2 significant Denote as
schedule cost or B(PP), X4
overruns schedule
overruns
Denote as
B(PP), X1 Denote as
B(PP), X3
Position of Rank 3 Rank 1 Rank 4 Rank 2
offeror rank
ordered
benefits

nonquantified benefits to those that havdist of quantified benefits (if there is a suf-
been quantified, thus bracketing non-ficiently large set). Assign the nonquan-
guantified benefit values between the val-tified benefit a dollar value between the
ues of those that are quantified. Which isquantified values. If desired, these could
worth more to the government, the be integrated with the quantified benefits
nonquantified benefit or the quantified in the net value table, or they can be in-
benefit? For a particular offeror benefit, aserted in the nonquantified benefits table
pair of quantified benefits is found such (Table 5).

that the nonquantified benefit is worth  Direct comparison of nonquantified
more than one benefit and less than thdenefits Nonquantified benefits can also
other. These benefits can be any from thée directly compared to each other using
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an iterative, stepwise process. There are B(PP), X1 is slightly greater than
numerous procedures for such comparaB(PP), X3

tive evaluations involving the ordinal

properties of the benefits. For example, B(KP), X2 is greater than B(KP), X1.
in comparing the benefits of Offerors 1

and 2, first the relative magnitudes of the These inequalities imply that:
nonquantified benefit items of each off-

eror are rank-ordered relative to each other B(PP), X2 + B(KP), X2 > B(PP), X1 +
without comparing to those of the other B(KP), X1.

offeror. Then the smallest benefit item (or

largest) of one offeror is compared to the Similarly, further direct comparisons of
smallest (or largest) benefit item of the these nonquantified benefits indicate that
other. A decision is made as to which item

is worth more to the government and why. B(PP), X4 > B(PP), X1 + B(KP), X1
The reasons for the decision are recorded. B(PP), X1 + B(KP), X1 > B(PP), X3.
Then, for the offeror whose smallest ben-

efititem is the lesser of the two, his small- By aggregating the inequalities, it can
est two benefit items are compared to thebe deduced that the order of the
smallest of the other offeror. These twononquantified benefits of the offerors is
must either be worth more or less than theX2 — X4 — X1 — X3 as indicated in the
smallest item of the other offeror. If less, bottom row of Table 5. Because Bidder
the third smallest item is added. If larger, X2 has the best overall net value prior to
the other offeror's second smallest ben-the nonquantified benefits comparison,
efit item is added to his first and the pro-and given the dominance by X2 in the
cess s continued. Eventually, the benefitmonquantified benefits, X2 remains the
of each offeror will be ordered relative to best overall net value.

those of the other offeror and there will

be an advantage for one of the two. This Step 8. Quantified and nonquantified

is done for each pair of offerors (if neces-benefits are traded off. After the
sary). Actually there will be many short- nonquantified benefits are compared, one
cuts in this seemingly tedious procedure,of two situations will exist. The offeror
and it will not require as much time as ini- with the lowest quantified net value may

tially anticipated. also have the greatest nonquantified
A comparison of the nonquantified ben- benefits ranking. If so, the process is
efits listed Table 5 indicates that: finished and that offeror is recom-

mended. If the offeror with the greatest

B(PP), X2 equals approximately B(PP), total nonquantified benefits ranking
X4 does not have the lowest net value,
nonquantified benefits must be traded

B(PP), X4 is significantly greater than against quantified benefits using the

B(PP), X1 process described in Step 7.

The comparison can be accomplished
in several ways. One way is to again pro-
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ceed pairwise. The offerors are ordered irsecond is that the procedure is guaranteed
terms of the net value results. The proces$o produce a recommendation. Though the
starts with the lowest net value offeror. Theprocedure may seem very tedious, it can
net value difference between this and thébe made quite efficient. The important
second offeror is a benefit advantage ovepoint is that ordinal ranking procedures
the second offeror. This net value advanthat do not assume inordinate levels of
tage, in dollars, is compared to theprecision can be used to produce the sys-
nonquantified benefits directly. The net tematic evaluation desirable in Best Value
value difference may be more beneficialprocurements. The criticism that such as-
than the total of all of the nonquantified sessments cannot be defended, and there-
benefits of the second offeror or it may before should not be employed, does not
possible to bracket it somewhere in themake sense. If such judgments cannot be
order. This pairwise comparison is accom-made, how can the decision made using
plished iteratively and the results are in-some other less systematic approach be
tegrated, interpreted, and summarizeddefended?
The nature of the procedure should be
fairly obvious; we won't discuss further  Step 9. An overall best value sum-
variations. The point is that this compara-mary table is prepared.Finally, depend-
tive procedure provides a linked evalua-ing on the actual process used to compare
tion with the paired comparison ordering nonquantified benefits, the BVWG must
and reasons as supporting rationale for theudge whether the results of this benefits
results. comparison should change the offeror or-
We can draw two conclusions. One isder in the net value table (see Table 6). A
that this benefit comparison procedure issummary final rank order table is prepared
systematic, and although it depends onlyindicating the nature of the final order with
on ordinal preferences, it can be stronglythe systematic explanation of the benefits
supported by the benefits rationale pre-and costs audit trials that resulted in the
pared in the benefits summary table. Theordering. This table contains the original

Table 6.
Best Value Summary Table (SM)
Offeror X1 Offeror X2 Offeror X3 Offeror X4
Original bid price $54.5 $59.3 $65.0 $50.2
“Cost realism” cost $62.2 $62.7 $64.5 $61.0
Net value adjusted for $58.7 $58.2 $64.5 $61.0

quantified benefits

Nonquantified benefits Third highest Highest Fourth Highest | Second Highest
comparison results aggregated aggregated (lowest) aggregated
nonquantified | nonquantified aggregated nonquantified
benefits benefits nonquantified benefits
benefits
Summary Rank 2 or 3 Best Net Value | Least Value Rank 2 or 3
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proposed price, the adjusted “cost realism”Review, April, 1994; GSBCA No. 12813-
cost, the net value including quantified P-R {LEXIS 255}, 1994; Koch,1994;
discriminator impact, and the nonquan-O’Keefe, 1978; and Sochon, 1994, for
tified benefits from the nonquantified ben- examples and discussion, and Widwall
efits table. The iterative stepwise processB3H Corp, 1996).) These protests dem-
described above to reach the final deci-onstrate that the problem of an appropri-
sion can be explained proceeding throughate procedure for the crucial benefit to cost
the related comparisons using this sum+tradeoffs, the resolution of which should
mary, with final remarks in the comments include practicing decision analysts, is in
area. For the example here, the results oflanger of being determined by legal pre-
the comparative process are clear withcedents with respect to protests.
respect to the best and worst overall net
values. Because X2 is the best overall nelMPORTANT BEST VALUE CASES
value, it is not necessary to resolve the Cost realism adjustmentsThe Trea-
uncertainty about the ranks of X1, and X4.sury Multi-User Acquisition Contract
(The quantified overall cost (net value) for (TMAC) (Koch, D., 1994) decisions es-
X4 is $2.3M higher than that for X1, but tablished several precedents for Best Value
X4 nonquantified benefits are higher thanprocurements. One was that adjustments
those for X1. The question concerns thefor cost realism and the projection of most
quantified value of these benefits. Do theyprobable life cycle cost to the government
compensate for the $2.3M? If this ques-were acceptable practices. Also, there is
tion needed resolution, the process deno requirement in the law for technical
scribed earlier would be used.) factors to be proportional to cost factors.
Technical factors can have a cost of their
own expressed in terms of dollars irrespec-
tive of cost of acquisition and ownership
LEGAL PRECEDENTS; PROTESTS OF considerations. TMAC also established
BEST VALUE DECISIONS that if no offeror protests the lack of in-
formation in the solicitation on the evalu-
Protests involving Best Value source se-ation procedures prior to proposal submis-
lections have involved issues of impropri- sion, then there is no basis for a later pro-
eties, unfairness, improper procedurestest based on this lack of information.
failure to follow advertised procedures, Quantification. In Grumman Data
and others. Several protests of Best ValueSystems Corporation Department of the
procurements have involved the conten-Air Force (1992, Grumman), the Air Force
tion that the government didn't tell the used quantifiable and nonquantifiable dis-
offerors what it was going to do in suffi- criminators. (See Federal Contract Report,
cient detail to allow them to clearly state 1994.) The quantifiable discriminators
their case in the most advantageous wayyere translated to dollars. The importance
or that the government did not do what it of the nonquantifiable discriminators was
said it would do. The following are dis- stressed but not translated to dollars. This
cussions of several relevant protests in+uling upheld this version of tradeoffs but
cluding non-DoD examples. (See GAO does not eliminate others. This tradeoff
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process was also upheld in Computer Sciadjusted most probable costs based on the
ence Corporation (CS@)Department of formulas used in the source selection, and
the Army in the Army Reserve Compo- the results favored a reversal of the deci-
nent Automation Systems (RCAS) pro- sion. Nonetheless, the protest was denied.
curement (see Koch, D.1994, and GSBCAThe General Services Board of Contract
No. 11635-P, 1992 B.P.D. § 100). This Appeals (GSBCA) determined that there
Grumman protest also established the reawere other values (e.g., nonquantified dis-
sonableness of the cost technical tradeoftriminator benefits) that the Treasury De-
(CTTO) analysis by stating, “There is no partment did not include in their analysis,
formulaic methodology for conducting a and that these compensated for the error
Best Value determination; what matters isin benefits assessment. Note that this es-
that the award is consistent with the termssentially means that GSBCA was itself as-
of the soalicitation and that any price pre-sessing the value of benefits and also de-
mium is justified  termining that nonquantified benefits do
by the specific trade off against quantified benefits! The
laic methodology for technical en- TMAC Il ruling also upheld the use of the
conducting a Best hancements.” price—risk analysis discussed earlier.
Value determination; (See Federal

what matters is that

“There is no formu-

the award is consis-
tent with the terms
of the solicitation
and that any price
premium is justified

by the specific

ments.”

Contract Report,
1994.) Thus
there is no nec-
essary, defined
formula for link-

ing technical

scores and cost.

This link must

Clarity with respect to benefit
tradeoff procedures The protest by Sys-
tem Resources Inc. (GSBCA No. 12536-
P, 1993, B.P.D. § 253) was upheld, indi-
cating that simply stating in the RFP that
a Best Value approach will be used is not
enough guidance. It must also be indicated
that a benefit—cost tradeoff will occur. In

be assessed. Be- this case, credit was given to an offeror’s
cause there is proposal for projected capability in excess
not one prescribed formula, other criteriaof a threshold standard listed in the RFP,
such as “reasonable approach” and “evenand offerors were not told that any such
handedness” are appropriate for evaluateredit would be given. The RFP can be
ing the linkage approach. silent on exactly how this trade benefit—
In Lockheed Missiles and Space Com-cost tradeoff will be done, but this silence
panyv. Department of the Treasury, may increase the probability of a protest.
TMAC Il (GSBCANos. 11776-P, 11777- In this case, the lack of instructions was
P, 1992, B.P.D. § 155)he government misleading, for the standard was stated in
failed to properly conduct present valuethreshold form with no indication that ca-
and most probable cost adjustments on thpability above that threshold would be
estimated dollar value of the increasedtraded against capabilities in other areas
technical benefits in the Best Value assessfi.e., explanation of the SSEB conditional
ment, but had done so on the original costlecision rule for trading off capability
comparison. Lockheed recomputed theabove this threshold).

150



A Decision Support Procedure for Best Value Source Selections

Benefits traceable to evaluation fac- were worth the extra 15 percent and 5 per-
tors. Inthe USAF Desktop IV case in May cent costs respectively associated with
1993, it was stated that the evaluator canthem. Thus the B3H Corp. maintained that
not assign benefit to services or capabili-its proposal represented the best value to
ties (including using them as discrimina- the government. The decision of the
tors in Best Value) not specified some-GSBCA supported this contention, indi-
where in the RFP (O’Keefe, 1993). The cating, among other things, the following:
services must be requested or identified'What is lacking as a whole is a reasoned
in some useful language in the RFP. Notébasis leading to the conclusion that the
that the same ruling established that serbenefits of the awardees’ proposals are in
vices that are inherent but unstated can bé&ct worth the apparent extra costs.”
used and assigned a value (Federal Acqui- The single dissenting judge (one of
sition Report, 1993). The Desktop IV rul- three) to the GSBCA decision summarized
ing also established that the National De-his view of the implication of the GSBCA
fense Authorization Act of 1991 gives decision to uphold the protest. “There is
defense agencies the authority to makealso the matter that the majority seems to
Best Value awards without discussionsthink that the Air Force, when challenged,
with offerors—again no change from es-is required to prove that its procurement
tablished practice (O’'Keefe, 1993). is perfect. In ev

ery legal systen sy every legal

Burden of proof for compliance with  of which | am gsystem of which I
solicitation terms. In a recent and impor- aware, quasi ¢ am aware, quasi or
tant decision, the GSBCA upheld a pro-otherwise, he¢ otherwise, he who
test by the B3H Corporation against thewho alleges ai alleges an impropri-
U.S. Air Force (GSBCA No. 12813-P-R, impropriety €ty must produce
1994 GSBCA LEXIS 255 ) on the basis must produce evidence sufficient
that the Air Force made the award con-evidence suffi- 1 Prove it
trary to the terms of the solicitation, indi- cient to prove it
cating that the record does not “with any This majority, for whatever reason, has
degree of certainty” support the conclu- reversed that fundamental rule. In this pro-
sion that the added values of the awardeegurement, the protester said it didn’t think
proposals were worth the higher pricesthe two better qualified offerors were
associated with those respective proposworth the additional money, but it offered
als. The protest was by a small business0 evidence at all to prove it, thus com-
that protested only the small businesanmitting the same sin that the majority says
award of a multiple-award procurement, that the government committed, and which
contending that the protester had the lowthe majority used as a reason to grant the
est cost of the small business proposalsprotest.”
and that the Air Force selection process In Widnall v. B3H Corp. (1996), the
was inconsistent with the terms of the so-B3H decision was overturned by the U.S.
licitation. It was claimed that the Air Force Circuit Court of Appeals, which stated that
did not show that the proposals of the twoif the GSBCA board task is to assure that
small business offerors awarded contract@n agency’s procurement decision is
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grounded in reason, and if such is the casesystematic demonstration of the benefit to
then the board defers to the agency decieost tradeoffs beyond a mere statement of
sion, even if the board might have choseropinion by the SSA is required. Even the

“The question seems
fo regard what
constitutes sufficient
rigor with respect to
establishing the
relative worth of
any benefits claimed
for an offeror who

is not the lowest
bidder.”

a different off-
eror (i.e., there
is not necessar-
ily a need to be
right, only to be
reasonable).
The court fur-
ther noted that
discriminators
can be quanti-

dissenting judge in the B3H protest would
probably not argue with this. The ques-
tion seems to regard what constitutes suf-
ficient rigor with respect to establishing
the relative worth of any benefits claimed
for an offeror who is not the lowest bid-
der. Systematic dollar value quantification
of impact area benefits using rigorous
guantification procedures and measures
based on historical precedent will likely

fied or non- provide sufficient proof. However, it is
quantified “for  generally not clear what parts of benefit
the board does not require that each difcan be translated to dollars. The B3H de-
ference in a proposal be assigned an exactision demonstrated that the SSAs de-
dollar value representing its worth to thetailed claims regarding increased savings
government.” (WidnaWN. B3H, 1996, part to accrue may not be sufficient (at least to
lll). The agency is required to present asome judges). But Widnall B3H dem-
reasoned analysis showing that the govenstrates that a “reasoned analysis” is suf-
ernment expects to receive benefits comficient. Would a sufficient justification be
mensurate with the extra costs it will havea systematic, linked tradeoff process such
to pay. This case also goes on to describas that used in the Multi-Attribute Utility
other decisions entrusted to the agency an@theory (MAUT) technique with a judg-
thus the SSA including, for example, mental assessment of the benefit-to-cost
which nonquantified discriminator to em- link supported by logic and rationale? This
phasize. Thus, this decision removes thés more systematic than extensive testi-
apparent need for the agency to prove thatony by the SSA in B3H, but it is less
its analysis is “correct” beyond some rea-rigorous than detailed cost modeling of the

sonable doubt. increased benefits using precedent-based

measures. This question is not clearly an-
IMPLICATIONS OF BEST VALUE swered by these cases, but this is certainly
PROTEST FINDINGS a reasoned analysis that satisfies the cri-

There are several implications of theseteria of Widnallv. B3H.

findings, and unfortunately they are not Another finding that is apparent from
unambiguous. One is that there has nothese cases is that the government should
been agreement on what constitutes suffibe very clear in its guidance to offerors,
cient demonstration of Best Value. It is specifying in advance the procedures it
very obvious that no one is asking for aintends to follow and even its conditional
“perfect” analysis, as was clearly demon-decision rules where feasible. The govern-
strated in the TMAC Il decision. However, ment should specify not only that a Best
as demonstrated clearly by B3H, someValue procurement will take place, but that
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cost and technical factors will be tradedOther protest outcomes (e.g., Widnall
off. An example in support of this prescript B3H) seem to demonstrate that an attempt
is the U.S. Marine Corps Mobile Protectedat a systematic approach to characterize
Weapon System (MPWS) procurement. Inbenefits and offeror differences with re-
that concept design procurement the govspect to discriminator impacts should suf-
ernment provided the offerors the actualfice. The use of MAUT tools to aid the
evaluation structure, in that case a MAUT SSAC in this systematic tradeoff process
model, including the attributes (called fac- should be valuable. Such a MAUT ap-
tors or criteria) and intra-attribute utility proach would be hardest to defend if it
functions, attribute weights and rationalerelied only on judgmental assessments.
for all. The evaluation was quite success-These judgmental assessments should be
ful (see Buede & Bresnick, 1992). systematically linked by the MAUT pro-
The government should obviously fol- cess and supported by rationale, and thus
low the procedures specified in the SSERhey would be better than SSA opinions
and explained to offerors in the solicita- about the group of discriminators (the ap-
tion and should avoid any procedures nofparent problem in B3H).
so specified. But the government cannot If the benefit tradeoffs were further sup-
specify all possible contingencies. Further,ported by a linkage to cost realism esti-
it cannot specify the exact details that will mates through a systematic analysis or al-
determine a decision outcome. It cangorithm, the MAUT analysis would be
clearly define the evaluation factors andvery strong ant
subfactors (if any) and specify how the should provide upp yrgent job for
evaluations will be conducted with respectthe “reasone( decision analysts is,
to these. The specific Best Value method-analysis” re- at a minimum, to lay
ological approach to be used can be clearlguired by the out guidelines for
laid out in the solicitation. In current prac- GSBCA. The several conditional
tice, however, there is not apparent agreeMAUT analysis @pproaches along
ment on a single recommended approachwill generally With the conditions
An urgent job for decision analysts is, at anot take a: Ynder which each
minimum, to lay out guidelines for sev- much time as i ::";1:;:';5,!”"“' S
eral conditional approaches along with thedetailed costing )
conditions under which each approachof discriminator
should be employed. Unless this is donejmpact areas using rigorous costing algo-
the solution may well be determined by rithms. The SSAC and BVWG generally
legal experts having only a partial under-do not plan to spend several weeks or
standing of the measurement concepts anchonths doing the Best Value analysis. This
resultant implications of their decisions. would imply that costing, if done, would
The thing that is unclear from the legal involve simplified approximations to more
discussion is the specific nature of theformal approaches. Otherwise, MAUT
benefit-to-cost tradeoff. The B3H case provides a reasoned analysis that can be
demonstrates that a mere verbal descripaccomplished in a shorter time.
tion of benefits by the SSA is probably One answer to the desirable nature of
not sufficient justification for decisions. the benefit-to-cost tradeoff process is, “It
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depends.” That is, sometimes tradeoffs camhe use of these tools provides for public
be quantified; sometimes they cannot.scrutiny of the evaluation process and
Measurement always involves abstractiomavoids an inherent weakness in the argu-
of the real world situation to a mathemati- ment of the dissenting judge in the B3H
cal model, and the models appropriate foprotest case. That judge seemed to claim
different conditions are different. The lack that the SSAC shouldn’t be second
of a universal answer may be dissatisfy-guessed because the board is most knowl-
ing to some, but it should comfort the prac-edgeable on all the issues and thus best
titioners who have always shied away qualified to make the tradeoff assessments.
from quantification because they feared However, while the SSAC members
rigid application of inappropriate models. may be quite knowledgeable, this doesn’t
It should also satisfy the practitioners whoguarantee the sanctity or even the correct-
wish to plan ahead, for it implies that the ness of their procedures. An “analysis
entire acquisition must be systematicallybased in reason is still required.” (See
implemented, with linked modeling and O’Connor, Faris, and Lovelace [1996] for
measurement procedures defined earljurther discussion of such analyses and
and consistently implemented. This cantools to support them.)
help prepare for later quantification of
benefits. . . RECOMMENDATIONS BASED ON BEST

A general summary of this guidance is
that when the source selection is done, th(y ALUE APPLICATIONS
source selection team must be able to con- ) )
vincingly show that the analysis and de- 1N€ authors have collectively applied
cision-making process were sound andh€ Principles, procedures, and tools dis-
fair. An SSA opinion that “the added cost cUSSed in this article to more than 100 ac-
is worth it” will probably not suffice (and guisitions, many of which have involved
did not initially in the referenced B3H Best.VaIue source sele(_:tlons.Th|§ section
case). All costs and benefits must be Sysprowdes recommendations resulting from
tematically characterized as quantified orthat Best Value work.
not, and the decision process must have a
systematic, understandable, and consisterlMEs
logic thread. Unquantified benefits can bhe UNDERESTIMATION AND
traded against cost differences, but theRESULTANT RUSH TO JUDGMENT
trades must be rigorous, understandable, All of the historic problems of planning
and the result of a “reasoned analysis,” @ime pertain to acquisitions. More often
logically consistent decision process.than not, the evaluation team develops an
While there may be some residual uncerevaluation schedule (and program sched-
tainty about the absolute precision of as-ule) based on overly optimistic estimates
sessments used in evaluations, the procesf the time needed to accomplish the ac-
dures were applied to all offerors in antivities involved in executing the source
evenhanded manner. selection plan. The reasons are many and

Decision support tools help to provide are well known to practitioners. For ex-
the necessary consistency and audit trailample, the time required for the Source
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Selection Evaluation Board to accomplishafter SSEB evaluation). As a general rule,
its evaluation is very often longer than at least one month should be allotted to
planned. The time required for discussionsdiscriminator impact benefit quantification.
with offerors including clarification re- The authors have often faced the argu-
guests, deficiency ratings, oral discus-ment that there is no need for benefit quan-
sions, and revision of offers is also verytification, especially if it is going to be
often longer than anticipated. Yet, becausalone poorly, and that traditional source se-
acquisitions are usually highly visible to lection procedures will suffice. The ben-
the government and public, and delays inefits of the Best Value approach will not
awards can be costly to all, the plannedbe argued here, save to note that it was
award announcement date is maintaineariginally de-
until it is obviously impossible to attain. veloped to ad s .
Usually rathertha¥1 sligthat date thetimedresg an appa st entime

! L ' . should be allotted to
allowed for activities at the end of the gnt madequag the Best Value delib-
cycle are squeezed. In Best Value sourcén the tradi- epations in the
selections, this squeezed time is the timgional process original source
for the Best Value working group to ac- The issue tha selection schedule,
complish Best Value deliberations and dis-the traditional and that time should
criminator quantification. This problem is process shoul not be shortened
often further exacerbated by insufficient be implementec Ynless it becomes
time allotment to these activities (espe-because pract €lear that it is not
cially discriminator quantification) in the tioners do no Teavired-
original schedule. This insufficiency in the plan and imple-
original scheduling can be caused by ament well is not really a viable one. If the
lack of understanding of both what is in- intent to use a Best Value process has been
volved in Best Value source selections andstated to the offerors, then it should be
of the time required to implement a valid implemented as well as can be done.
cost—benefit tradeoff process and associ-
ated discriminator impact benefit quanti-
fications. CLARITY OF INTENT TO USE

The validity and precision of the cost— A BEST VALUE PROCESS

benefit tradeoff process and associated Anotherimportantissue is that it should
discriminator impact benefit quantifica- be clear both to offerors and the acquisi-
tion are directly affected by the time al- tion team that a Best Value process will
lotted to them. Procedures to assure vabe used. Vague wording such as “the gov-
lidity, precision, and thus “correctness” ernment will choose the offeror provid-
take time. The recommendation here ising the best overall value to the govern-
obvious. Sufficient time should be allot- ment” are considered by some practitio-
ted to the Best Value deliberations in theners to adequately signal a Best Value ac-
original source selection schedule, and thatuisition to the offerors. For the offerors,
time should not be shortened unless it bea less ambiguous statement is one that in-
comes clear that it is not required, (e.g., aicates that the government will imple-
Best Value situation does not eventuateament a Best Value process that will involve
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a cost—benefit tradeoff process. For theSelection Evaluation Board (SSEB) mem-
government, the SSAC members shouldoers such as the technical, management,
understand the Best Value process that wilpast performance, and cost panel chairper-
be used and should plan accordingly for it.sons. These personnel can serve as BVWG
advisors.
BEST VALUE WORKING GROUP
COMPOSITION AND PROCEDURE DISCRIMINATORS:
A BVWG chairperson should be ap- How Many?
pointed as early in the evaluation process The number of discriminators needed
as feasible. This provides time for thatis often pondered. The answer depends on
person to organize for such issues ashe particular source selection and will
BVWG composition, schedule, and pro- evolve from the proposal evaluation pro-
cedures as well as to begin to attack techeess and results. A set of discriminators
nical issues such as procedures and toolsust be established that validly charac-
for cost—benefit tradeoffs and discrimina- terizes the benefit advantages of each of
tor impact benefit quantification. The the proposals over others. The discrimi-
BVWG should include a sufficient num- nators must not necessarily span all of the
ber of SSAC personnel to assure validbenefits, but rather must characterize the
benefit assess- benefits that discriminate in a discernible
up set of discrimina- Mments and also way among proposals. Thus benefits com-
tors must be estab- SSAC buy-in  mon to all need not be reexamined at this
lished that validly into the analysis point.
characterizes the results. At the All discriminators must be traceable
benefit advantages same time, the back to one or more evaluation factors.
of each of the pro- BVWG should This doesn't mean that they correspond
posals over others.” |\ o 5 |arge to a specific set of evaluation score dif-
that meetings ferences, but they must be inherent in the
are too large and progress difficult. All intent of the evaluation or must be deriv-
BVWG members should expect to be able as implications of the evaluation. (No
workers that will participate totally in the new evaluation factors representing ser-
Best Value cost-benefit tradeoff process.vices or capabilities not requested in the
The larger this group, the more importantsolicitation should be introduced at this
it is that the meeting leader (BVWG chair- point. This is an important and often dif-
person or a facilitator) possess both goodicult issue that can be misunderstood.)
meeting facilitation and analysis skills. Discriminator impact areas must be iden-
The BVWG should also include evalu- tifiable and clearly stated, for it is these to
ation personnel most familiar with the which benefit is attached. If this linkage
content and evaluation of the offerors’ pro-cannot be established, the discriminator
posals. This familiarity includes knowl- should be reexamined. These are issues
edge of the basis for assessed costs anelating to cost—benefit analysis proce-
assessed technical and management bedure, and they will not be discussed in
efits associated with the respective pro-detail here. The principles and procedures
posals. Such personnel include Sourcemployed in decision analysis, especially
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those of Multi-Attribute Utility Analysis government agencies have SSEB (or an
(usually denoted as MAUA, MAUT, or equivalent body) members evaluate off-

MAU), are particularly relevant here. eror proposals by assigning each factor a
rating and a risk.
TREATMENT OF RisK Still others assign factor ratings at one

The risks associated with offeror pro- level and risks at the next higher level
posals are treated to a degree in the coswhere the several factor ratings are aggre-
realism adjustments described in the firstgated into a single rating. Usually the fac-
report in this three-article series. The mostor ratings are pegged to an evaluation
probable cost to the government (MPC)scale or standard. The risks, if defined, are
thus incorporates some of the proposal riskisually briefly described. These do not
implications. However, as indicated in the represent the kind of risks often discussed
first report in this series, certain discrimi- in economic or decision analyses. Yet they
nators will also involve risks. Avoidance do represent the consensus of an evalua-
of risks associated with one offeror cantion panel regarding a conditional evalu-
be a benefit or advantage associated witl@tion of an aspect of an offeror’s proposal.
choosing another offeror’s approach. ThusRecall that it is not these risks that would
analytic procedures for quantifying risks be directly quantified, but rather the
associated with offeror proposals are verjudged impacts of the risks. Clearly the
relevant. These will not be discussed herejmpact must be carefully characterized,
but it is quite important that BVWG mem- and the approach to such characterization
bers understand and can employ these pranust be consistent throughout the analy-
cedures or can get assistance in doing s®is. The BVWG should carefully plan for

One should also note that the termthis difficult process. The goal is not for a
“risk” has multiple meanings and can be perfect analysis, but it is to achieve a con-
a source of confusion. For example, somesistent, “reasoned” analysis.
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ENDNOTE

1. In one version of this approach, ben-

efits are characterized as “quantifiable”
and “nonquantifiable”, and the de-
scribed tradeoff process is accom-
plished for the “quantifiable” benefits.
The “nonquantifiable” or “qualified”
benefits can only be used as tie-break-
ers. However, the distinction between
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“quantified” and “nonquantified” ben-
efits in any of the Best Value imple-
mentations is not clearly defined. In
fact, whether a benefit can be quanti-
fied may be a function of the degree of
planning for such tradeoffs done early
in the acquisition process. The term
“quantification” can lead to confusion
between the ability to quantify and the
nature of the scale or “uniqueness” of
the measurements obtained from the
guantification procedure (Krantz, et.
al., 1971).



