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FOREWORD

Since the enactment of the Federal Acquisition Streamlining Act (FASA) in 1994, the Department of Defense (DoD) has increasingly turned to the commercial market for the products and services it needs.  FASA established a clear preference for the use of commercial items and nondevelopmental items.  In addition to the legal requirements in FASA, the Government is using more commercial products because the commercial market is driving the development of higher quality products at a lower cost.  In addition, a broad understanding of commercial alternatives, industry standard terms and conditions, and commercial practices injects a common sense component into the acquisition process. 

The objective of this guide is to provide practical information on how to conduct market research in order to develop and execute acquisition strategies.  This guide explains how to determine if commercial products are available to satisfy the Government’s requirement and how to define the requirement to take advantage of market capabilities.  It is intended to help you use market research as a tool in developing a suitable approach to acquire, distribute, and support supplies and services that best satisfy the needs of your customers.
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1.  Market Research Defined.
The formal definitions of the terms "market research" and "commercial item" are at FAR Subpart 2.101.  An understanding of these key terms is necessary to execute a successful market research effort.  An explanation of the essential elements of these terms follows:
A.  "Market research" is the process used to determine if industry can support the acquisition "needs" of the Government.  It is a continuous process for gathering and analyzing information about products and services that are available in marketplace.  It includes determining product characteristics, the capabilities of suppliers, and the business practices that surround them.  Market research is required for all Federal Government contract requirements that exceed the simplified purchase threshold (SAT) and certain requirements below the SAT (See FAR 10.001(a)(2)).  The SAT is defined at FAR Subpart 2.101 and currently is $100,000 for most contracts.  See the SAT definition for exceptions related to contingency contracts and contracts in defense against terrorism.
B.  "Commercial items” are products and services that are of a type customarily used by the general public or non-governmental entities for non-governmental purposes.  The item does not need to have actually been sold in the commercial marketplace.  It can qualify as a commercial item if it has been offered for sale to the general public.  Additionally, a commercial item may be modified to meet the government’s requirement, if the modification is of a type customarily available in the commercial marketplace or if it is a minor modification.  An item that is not currently available in the commercial marketplace will qualify, if it evolved from a commercial item through advances in technology or increased performance, provided it will be available in time to satisfy the Government’s requirement.  Various services, such as installation, maintenance, repair, and training are also included if they are procured in support of a commercial item, regardless of whether or not they are provided by the same source or another source at the same time as the item.

2.   The Customer’s Responsibility.  
A.  As the "initiator" of the government’s requirement, the customer is responsible for describing the needs, skills, options, qualities, and other pertinent information required of an item or service.  Therefore, the requiring activity normally has overall responsibility for market research.  The contracting activity provides necessary support to the requiring activity and is responsible for making the determination of “commerciality” for a given requirement.

B.  Market research should use the expertise of all members of the acquisition team.  Good market research requires the team to understand the technical alternatives that are available, the differences among terms and conditions, the practical aspects of standard commercial practices, and the value each alternative offers the Government.  On non-complex requirements, market research may be done without the need to establish a formal team.  In some cases, the market research can best be done by the contracting activity, with the support of the requiring activity.  On complex acquisitions or when market research has not previously been done for the item, a formal team may be appropriate.  In such cases, the requiring activity should select members from the following disciplines, as appropriate: technical, legal, cost, financial, logistics, transportation, security, environmental, and quality assurance.  In any event, the ACA contracting office personnel are available to provide advice, assistance, and teaming to support the customer’s market research.

3.  Regulatory Requirements and Policy Guidance.
A.  Regulatory requirements for market research are primarily in the parts of the FAR that deal with preaward activities.  Specifically, FAR Part 10, Market Research, sets forth the policies and procedures that are required for market research.  Because market research is a fundamental requirement for commercial acquisitions, FAR Part 12, Acquisition of Commercial Items, contains requirements for conducting market research in identifying commercial products and in developing Government requirements.  The policy statement of FAR Part 11 Describing Agency Needs, which is at FAR Section 11.002, requires acquisition personnel to use market research in specifying needs in order to promote competition and avoid unduly restrictive terms and conditions.  The policy statement for FAR Part 7, Acquisition Planning, which is at FAR Section 7.102, requires market research and acquisition planning in order to promote acquisition of commercial items and the use of full and open competition.  When full and open competition is not available, FAR Subsection 6.102-3 calls for the use of market research results in documenting the justification for a sole source contract.  FAR Section 3.104, Procurement Integrity, prescribes limits on information that may be disclosed before contract award.  Finally, FAR Section 15.201, Exchanges With Industry Before Receipt of Proposals discusses how pre-solicitation contacts with prospective offerors should be conducted.

B.  There are numerous sources of information and instruction related to market research that are available for download from the Internet.  The Commercial Item Handbook, published in 2001 by the Office of the Under Secretary of Defense for Acquisition, Technology, and Logistics (Acquisition Initiatives), provides useful information on performing market research.  Appendix I to this handbook provides a listing of tutorials and guides and other resources for market research.  Another good source is the SD-5 Handbook, dated July 1997, Market Research.  It provides general guidance for performing market research, with several useful examples.  A comprehensive Market Research Tutorial was prepared by the Navy Acquisition Reform Office.  The Navy tutorial is interactive and provides useful graphics that illustrate processes and relationships in market research.  However, it is noted that these and other resources often contain material that becomes dated as policies and procedures change over time.  Further, there are frequently broken links to websites that have changed or are no longer available.  When this occurs, the market researcher may need to do some additional research to find current resources.

4.  The Market Research Process

A.  In order to stay on top of conditions in the marketplace, acquisition personnel should perform market surveillance as an ongoing process.  This includes activities such as reading trade journals, attending conferences and trade shows, and observing the results of current acquisitions.  It also includes attending product demonstrations by potential new suppliers.  Furthermore, good market surveillance can give the acquisition a quick start.  In some cases, market surveillance alone will provide enough information to determine if a commercial item or nondevelopmental item will satisfy the Government’s requirement. 

B.  Market research begins when an acquisition requirement is identified.  It involves collecting and analyzing information in three areas: technical, pricing, and terms and conditions customarily used in the market.  The extent of the research that is needed will vary depending on factors such as urgency of need, the estimated dollar value of the acquisition, its complexity, and whether recent and relevant research on similar requirements exists.  Market research involves obtaining information specific to the item being acquired, in order to determine:

1.  Whether the Government's requirements can be met by items of a type:

· Customarily available in the commercial marketplace;

· Customarily available in the commercial marketplace with modifications; or

· Used exclusively for governmental purposes.

2.  The customary business practices regarding:

· Modifying or tailoring items to meet customer needs, and the associated costs;

· Use of warranties, buyer financing, discounts, and other terms and conditions; and

· The requirements of any laws and regulations unique to the item being acquired.

3.  The availability of items that contain recovered materials and items that are energy efficient;

4.  The distribution and support capabilities of potential suppliers, including alternative arrangements and cost estimates; and

5.  The size and status of potential sources.

C.  When the acquisition requirement is identified, you should first review the procurement history to determine if the same or similar items have been purchased by your activity.  If the item has been previously purchased, accomplish the following actions.

· Determine if the current requirement involves consolidation of requirements that were previously performed under contracts with two or more small businesses.  If so, coordinate with your local Small Business Specialist (SBS) and proceed in accordance with FAR 7.104(d)(1) and FAR 10.001(c)(2).

· Review information on the quality and extent of competition, prices, and performance results (recent information only).  This information should be used to revise requirements, specifications, and contracting approach based on the market research.  

D.  Investigate the market to determine the current status of technology, the extent of commercial applications and the availability of sources.  If available, attend industry and scientific conferences to gain knowledge of current technology and commercial successes and failures as applied to military requirements.  Evaluate commercial items to determine if they can be incorporated into the military environment.  Evaluate the system design and the extent the user will need to change its practices in order to adapt to the commercial product or practices.  Identify impediments to effective competition.

E.  If market research indicates that a commercial item cannot satisfy the Government’s requirement, the contracting officer must include Note 26 in the pre-solicitation synopsis.  The note advises potential offerors that they have a 15-day window to notify the Contracting Officer of their ability to satisfy the requirement with a commercial item.  Any commercial item identified by a potential offeror in response to this synopsis must then be evaluated for technical acceptability.

5.   Sources of Information.

Sources of information for your market research may include any or all of the following:

A.  Publications such as the Thomas Register, trade catalogs, magazines, local telephone books, consumer organization reports and journals describing manufacturers and suppliers, their products, industry trends, product availability reliability and prices. 

B.  Vendor brochures, catalogs, and advertisements.

C.  Internet search engines, such as Google and Yahoo.  See Appendix A for a listing of helpful market research web sites.

D.  Outreach activities to the private sector can increase industry interest in satisfying the Government requirements, for example:

· Civic organizations such as the Chamber of Commerce and Minority Business Offices who know the community and can help find firms who have needed capabilities;

· Firms that typically do not respond to solicitations may provide insight into impediments to effective competition and ways to encourage new sources to respond to your requirements; and

· Open-house activities, promotional events, and conferences sponsored by industry groups offer the opportunity to meet potential sources and learn valuable market information.

· “Know your item" tours allow potential suppliers to take a look at what you are buying and point out parts of your specification that are restrictive and let you know about other products that can meet your needs.

E.  A wide variety of government resources are available for assistance in market research, including:

· The ACA Small and Disadvantaged Business Utilization Office, Small Business Specialist (SBS) for your activity will review requirements and locate small businesses for many requirements.  The SBS will have a large network of contacts in other organizations that might be of assistance.  To find your SBS go to the Army Office of Small and Disadvantaged Business Utilization (OSADBU) website and click on Locations, which will provide an interactive map of the United States with links to each installation.  The Army OSADBU website contains other useful information, as well.
· The Central Contractor Registration (CCR) database is the primary repository for contractor information that is required for conducting business with the Government.  It is a large database that profiles the capabilities of thousands of firms, providing information about the products they offer for sale to the Government. 

· The General Services Administration (GSA) provides a multitude of tools to assist in your research efforts.  It offers product information on literally millions of commercial products and services.  The GSA Federal Supply Schedules offer in-place contracts with favorable prices and terms.

· The Interagency Contract Directory is a Federal wide mandated website for acquisition vehicles for use by more than one agency.  This website is sponsored by GSA and it supports the Integrated Acquisition Environment E-Government initiatives.  This website is the first centralized information source for general information on all interagency contracts.

· The Army Single Face to Industry (ASFI) is the Army’s acquisition business website.  This site provides information on business opportunities, acquisition tool sets, bid response, and links to other pertinent acquisition related items and topics.  This is be a valuable tool to assist in market research.

F.  Knowledgeable individuals in Government or industry may be contacted through interviews or by surveys.

1.  Typical questions to ask of your industry contacts include:

· What type of products do you offer that may satisfy this requirement?

· Are the products still available?

· Have the products been changed?  If so, how often?

· What types of discounts do you offer your customers?

· What are your warranty terms, if any?

· Are there additional charges for special packing or packaging?

· Do you have a commercial catalog?  Is it available on-line?

· What is your average lead-time?

· Can you suggest an alternative product that would meet the same need?

· Is the product listed on a GSA Schedule?  If so, what is the Schedule number?

2.  Typical survey questions to ask contacts within the Government:

· What product(s) do you currently use to meet your needs?

· Who are your suppliers?

· What quantities do you generally purchase?

· What is the cost?

· What is the normal delivery time?

· Was performance satisfactory?  If not, why?

· Is the product commercial?  If not, explain.

· What type of discounts, if any, does supplier offer?

· Do the supplier's provide a warranty?  If a warranted item, what are the terms? 

G.  If more information is needed in your specific market, the contracting office may issue a request for informational quotations, pre-solicitation notices, and advance notices on FedBizOpps as well as in trade journals and other publications to solicit inquiries.  These "sources sought" efforts should be accomplished early in the acquisition process.

6.  Expected Results.

The acquisition team should use market research information to:

A.  Refine the requirement to maximize the benefit of competitive market forces.  A reevaluation of needs may be required if it is determined that a commercial item may not satisfy the agency's needs;

B.  Establish the most suitable approach to acquiring, distributing, and supporting supplies and services from the best available source;

C.  Ensure compliance with Government policies, such as socio-economic contracting goals and requirements;

D.  Support price reasonableness determinations and create benchmarks to track progress during contract performance;

E.  Avoid potential problems associated with contingences and minimize the risk of doing business for the Government and the contractor;

F.  Simplify the acquisition by using FAR Subpart 12 procedures to award a commercial contract.  Commercial acquisitions provide a more competitive environment and save DoD dollars that can be applied to other requirements.

7.  The Market Research Report.

It is extremely important to maintain good records documenting action taken and the results of the market research effort.  Current and future commercial acquisitions will only benefit from the market research if the significant details of the acquisition are captured in a report.  The report should be appropriate to the size and complexity of the acquisition and provide the following:

A.  Identify available commercial items and describe the respective merits and shortcomings of each.  Include the quantity or size, geographic location, extent of competition, technology, and Government unique requirements;

B.  Describe any market conditions that would be affected by the passage of time and other variables such as changes in supply or demand, technology, laws, and supplier costs;

C.  Address the capabilities of individual firms, their processes, pricing information, delivery schedules, and standard terms and conditions, such as incentives and warranties; and

D.  Include any market surveys developed by industry or other government activities in the background information.

8. Tips on Performing Your Market Research

A.  Planning is essential, so map out:

1.  Your prior knowledge from market surveillance and other sources;

2.  Information you will need to collect and analyze;

3.  Resources you plan to use, such as magazine, journals, and Internet sites;

4.  Persons you plan to survey or interview.  Consider contacting the customers and experts you know from past experience or that have been identified in earlier market research; in discussions with the customer and co-workers or during other interviews; and

4.  Search criteria planned for use in the Internet research.

B.  Things to track in documenting market research:

1.  The requirement (Note: identify the purchase request number, who conducted the market research, and other applicable information, so that each document can stand alone);

2.  The item/service definition (what you want the requirement to do, the schedule, any special characteristics you are looking for, and any external requirements such as conditions, durability, or other external variables); and

3.  The amount of time and effort you plan to expend (consider the type and amount of information you intend to obtain and the level of analysis that will be needed to make the commerciality determination, to coordinate with the user on potential requirements changes, to identify potential sources for the item, and to support acquisition planning and solicitation preparation).

C.  In requirements for services, it is essential to perform a thorough job analysis so that appropriate, measurable performance standards with appropriate quality levels can be set forth in the solicitation;

D.  Develop a "THINK COMPETITION" attitude in your organization. When everyone involved in the acquisition is thinking competition, new market research ideas materialize.

E.  Provide a copy of your survey to the Contracting Officer as part of the complete requirements package, even if contracting personnel participated in the survey.  Remember to DOCUMENT your market survey techniques and results.  

9.  Summary

A.  Your market research develops the information needed to determine if the commercial marketplace can satisfy the Government requirement.

B.  Information from market research will help the acquisition team develop the best strategy for meeting the requirement.  Benefits of market research include: understanding alternative solutions available in the marketplace, gaining insight into potential price expectations, developing a better description of agency needs that “speaks” to industry, and understanding industry common practices and terms and conditions. 

C.  Market research documentation provides justification for the present and future requirements.  The amount of time spent researching and documenting your efforts can have a huge payback in terms of innovation, cost savings, timeliness and most importantly - service to our soldiers.  It is part of the continuous process of improving efforts in the acquisition of tomorrow's products today!

APPENDIX A

HELPFUL MARKET RESEARCH WEB SITES

http://www.ceoexpress.com



HYPERLINK "http://www.ccr.gov/"

http://www.ccr.gov/

http://www.firstgov.gov/
http://www.whitehouse.gov/omb/egov/
http://www.sba.gov
http://www.gsaadvantage.gov



 HYPERLINK "http://www.commerce.gov/" 

http://www.commerce.gov



 HYPERLINK "http://www.fedbizopps.gov" 

http://www.fedbizopps.gov

http://www.thomasregister.com
http://www.yellowpages.com
http://www.cadv.org



 HYPERLINK "http://www.govcon.com/" 

http://www.govcon.com



 HYPERLINK "http://www.industrylink.com/" 

http://www.industrylink.com



 HYPERLINK "http://bigbook.com/" 

http://bigbook.com



HYPERLINK "http://switchboard.com/"

http://switchboard.com

http://www.stpt.com
http://www.webcrawler.com



HYPERLINK "http://www.acq.osd.mil/dpap/"

http://www.acq.osd.mil/dpap/



 HYPERLINK "http://aca.saalt.army.mil" 

http://aca.saalt.army.mil

http://acquisition.army.mil
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