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BEST VALUE


I.  Best Value Defined

The Federal Acquisition Regulation (FAR) definition of "Best Value" is "the expected outcome of an acquisition that, in the Government's estimation, provides the greatest overall benefit in response to the requirement."  The Army always designs individual acquisition approaches so that award will be made to the offeror that will best meet the customer's requirement at a reasonable price.  We want to meet the customer's needs in the most effective, economical, and timely manner.  This may result in an award to a higher rated, higher priced offeror when the benefits of the higher rated proposal justifies the higher price.  The award must be consistent with the evaluation criteria that are in the solicitation.  

In order to attain best value, the choice of acquisition strategy, contracting method(s), and award decision should match the unique circumstances of each acquisition.  Best value is the goal of sealed bidding, simplified acquisition, commercial item acquisition, negotiated acquisition, and any other specialized acquisition methods or combination of methods you choose to use.  However, this guide emphasizes "best value" as it pertains to negotiated acquisitions under FAR Part 15-Contracting by Negotiation and to commercial contracting under FAR Part 12-Acquisition of Commercial Items.  

II.  The Best Value Process

A.  The Process Begins.

The best value process begins by designing an acquisition strategy.  The strategy must reflect the complexity of the specific requirement, the results of market research, and the risks associated with the acquisition.  Your strategy will determine whether the requirement can be satisfied through a sealed bid, through a low price technically acceptable process, or through a tradeoff process.  

B.  Industry Involvement.

Getting early industry involvement is vital to understanding the available solutions to satisfy the customer’s needs and how best to describe the requirement to obtain the best supplies and services that are available in the commercial marketplace.  

Examples of ways to establish a cooperative relationship with industry and obtain industry inputs on requirement statements and draft statements of work include one-on-one meetings with industry representatives, Government/industry workshops, and contracting opportunity websites.  In these direct contacts with industry, you may share information about standard commercial practices that you have uncovered through your market research, but you may not share any proprietary information without the written permission of the firm that provided it.  

You may consider providing relevant program and/or estimated contract budget information to potential offerors, unless determined inappropriate by the SSA.  However, if you provide information to one potential offeror, you must provide it to all other potential offerors as soon as possible.  In competitive acquisitions, it is critical to uphold the Government's obligation to ensure fair treatment and opportunities for all offerors.  

C.  Best Value Processes.

When market research and an analysis of customer’s requirements indicate that a competitive acquisition under FAR Part 15 is appropriate, two basic processes are available.  These processes allow enough flexibility for you to tailor your acquisition strategy to reflect the complexity of your requirement.  

1.  The lowest price technically acceptable source selection.  

a.  This process is appropriate when best value is expected to result from selection of the technically acceptable proposal with the lowest evaluated price.  The requirement is generally not complex and the technical and performance risks are minimal.  Use this approach when the requirement is well defined and outcomes are predictable, but discussions may be necessary.  See FAR 15.101-2 for additional details.  When using the lowest price technically acceptable process, the following apply:

1) All evaluation factors and significant subfactors shall be set forth in the solicitation.

2) Tradeoffs are not permitted and no additional credit is given for exceeding solicitation requirements.  All ratings assigned are pass/fail.

3) Proposals are evaluated for acceptability but not ranked using the non-cost/price factors.

4) Exchanges may occur (see FAR 15.306).

b.  If past performance has been determined to be an appropriate criterion for the acquisition: 

1) The past performance evaluation will describe the degree of confidence the government has in the ability of the offeror to perform based on that its demonstrated record on similar requirements.  

2) If small businesses are involved, additional time may be required for the Certificate of Competency (COC) process if a small business fails the past performance evaluation.  

2.  Tradeoff process.

a.  Use this approach when it is in the best interests of the Government to consider award to other than the lowest priced offeror or other than the highest technically rated offeror.  See FAR 15.101-1 for additional details.  When using a tradeoff process, the following apply:

1) All evaluation factors and significant subfactors that will affect contract award and their relative importance shall be clearly stated in the solicitation; and

2) The solicitation shall state whether all evaluation factors other than cost or price, when combined, are significantly more important than, approximately equal to, or significantly less important than cost or price. (Just make the appropriate statement at the beginning of Section M of the RFP and then describe the relative importance of the criteria.)

b.  This process permits tradeoffs among cost or price and non-cost factors and allows the Government to accept other than the lowest priced proposal.  The perceived benefits of the higher priced proposal shall merit the additional cost.  The rationale for tradeoffs must be documented in the source selection decision document and that document must affirmatively state that the quality of the winning proposal merits the additional cost, if any.  

c.  The tradeoff process generally consists of the following steps:

1) Designing a strategy that reflects market research, requirement complexity, and specific acquisition requirements.

2) Establishing and documenting a source selection or technical evaluation plan.

3) Structuring the solicitation to effectively communicate the Governments requirements, mission objectives, factors and sub-factors, their relative importance, information required, and methodology for evaluating the proposals.

4) Comparing the strengths and weaknesses, risks, cost/price or probable costs and deciding which combination represents the best value under the applicable evaluation criteria.

5) Documenting the source selection decision including the rationale for tradeoffs.

6) Awarding the contract, notifying offerors and debriefing them upon their request.

7) Documenting lessons learned.

d.  Potential pitfalls of using the tradeoff process:

1) You must carefully tailor evaluation factors and subfactors derived from commercial practices to reflect the Government’s requirement.  Poorly tailored criteria may lead to award to an offeror that is not the best value.

2) You must be able to select the right mix of evaluation criteria.  This is an art in itself.  Do not use every possible evaluation factor and subfactor.  A large number of factors and subfactors dilute consideration of those that are truly important.  This can lead to closely rated proposals with little discrimination among competitors and no distinction among criteria that drive performance and criteria that have no real impact. It is not the number of non-cost factors that is critical, but having the right factors!  Focus in on those key criteria that make the difference between mediocre and stellar performance.

3) You must invest the time and effort up-front to perform a competent and defensible value analysis.  This helps select the best value to the Government and helps avoid delays from protests.

4) The trade-off process is an inherently subjective process, and thus more difficult to evaluate and document.  You must develop evaluation procedures to ensure that “hard” graders and “easy” graders are balanced out through a consensus process.  You must also document the impact of perceived weaknesses and deficiencies upon the anticipated outcome of each proposal.

3.  Hybrid strategy using price and past performance.

Another approach to consider is a hybrid strategy that combines the lowest price technically acceptable and tradeoff processes. You can still evaluate technical proposals on a pass/fail basis while basing the final selection decision on a tradeoff between past performance and price.  This mitigates the need for a certificate of competency because offerors are not eliminated from consideration based purely upon past performance.

D.  Negotiation Strategies.
An agency obtains best value in negotiated acquisitions by using a single or a combination of the available source selection techniques.  The Source Selection Authority (SSA), whether a Contracting Officer or a separately appointed authority, will make the source selection decision by a comparative assessment of proposals based upon the evaluation criteria that were included in the solicitation.  The relative importance assigned to each criterion should vary, based upon what aspects of the requirement are most important to the customer.  

Evaluation criteria, as outlined by FAR Subparts 15.304 and 15.305 always include price or cost and quality.  Past performance is also included unless the contracting officer determines, per FAR 15.304(c)(3)(iv), that past performance is not an appropriate evaluation factor for the acquisition and documents the contract file.  For instance, if we are buying an item that is normally produced within the marketplace, market forces set quality and price will play a dominant role in source selection.  If our requirement is not well defined, significant development work is required, or if there is substantial performance risk, quality will have relatively more importance in the source selection decision.  

III.  Best Value in Acquisition of Commercial Items

A.  Why use best value for commercial items?

Best value contracting is especially powerful in commercial item acquisitions because you are typically dealing with an existing item that has a quality history, and suppliers that have a proven record of support associated with that item that is established in the commercial marketplace.  We are familiar with the trade off process because we take this approach as private consumers.  We often are willing to pay more for a product that has features that give us more value for our money.  This concept is not new to government acquisition; although in the past most acquisitions required vendors to follow a detailed government design specification and awarded contracts to the “low bidder.”  

B.  Competitors differentiate their products.

Under the best value approach, commercial vendors offer products and services that they have developed in response to free market dynamics.  Consequently, they include many different features to differentiate their product from their competitors.  This practice complicates commercial item source selection.  Buying a commercial item can lead to the evaluation of many variations of a product, making it difficult to decide which features should be factors in the source selection decision.  A thoughtfully structured acquisition plan is necessary to choose criteria that will ferret out the best available solution to satisfy the customer’s requirement.

C.  Importance of good market research

Good market research is especially important under this type of acquisition.  You must have a complete understanding of the range of solutions available in the commercial marketplace.  Use that understanding to craft a purchase description that will resonate to the vendor community.  If you do not use the same terminology they use to describe their products, you may get proposals that do not meet the customer’s needs.  Understanding vendor capabilities also allows you to develop evaluation criteria that distinguish among run-of-the-mill and outstanding vendor solutions.  Ask yourself these questions:

1. What is truly essential?  (Without these characteristics you do not want the product.)

2. What is important?  (You are willing to pay more money for this capability.)

3. What is nice to have?  (But you are not willing to pay for it.)

D.  Evaluation criteria.

Establish evaluation criteria based on the Government's objectives, the marketplace, and risks that will differentiate among added benefits.  The requirement and the how the Government will evaluate proposals must be clearly communicated to industry.  Once industry understands the need and how the proposals will be evaluated, offerors can better determine what to propose.  Keep these key points in mind:

1. Limit evaluation criteria to key discriminators.

2. Clearly communicate the requirement and evaluation criteria in the solicitation.

3. Document strengths, weaknesses, risks, and the associated value of proposals to support the source selection decision.

IV.  Additional Resources:  See the lessons learned at http://www.amc.army.mil/amc/rda/rda-ap/ssrc/fr_ssll.htm for in-depth information on best value processes.  Detailed information regarding the source selection process is available in the Army Source Selection Guide.
V.  Summary:  Best value focuses on the intended "outcome" of the source selection process.  A best value approach should be unique to each acquisition, beginning with selection of the most appropriate acquisition strategy and ending in award of a contract that best meets needs of the customer.  Document the rationale behind your award decision in the contract file.
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