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[bookmark: _Toc448321477]Module 6.0: Effects of Agile on Pre-Contract Award
[bookmark: _Toc445322177][bookmark: _Toc445362520][bookmark: _Toc448321478]Overview
[bookmark: _Toc445322178]ELOs
ELO 6.1 - Identify pre-award characteristics of an acquisition strategy that allows for Agile solicitations
ELO 6.2 - Recognize technical aspects that contribute to the evaluation of bidders on an Agile RFP
ELO 6.3 - Identify the benefits and risks associated with various contract type(s) in an Agile environment
[bookmark: _Toc445322179]Assessments
MT - Make acquisition strategy language to allow for agile (ELO 1)
MT - Determining the contract type should be based on the understanding of system context, not the use of Agile approaches (ELO 1)
LP – Evaluate that the contractor has a logical approach for execution that accommodates Agile (ELO 2)
LP - Both sides need to understand Agile risks and associated mitigations (ELO 3)
MT - The Contract is only as good as the contracting relationship, leadership must foster environment for good and effective contract management in Agile environment (ELO 3)
MT - The contract type is not as important as incremental delivery and incremental review (ELO 3)
[bookmark: _Toc445322180][bookmark: _Toc445362521][bookmark: _Toc448321479]Topic 6.1: Writing Acquisition Strategies and RFP’s to accommodate Agile philosophy (ELO 1)
Source: https://www.asigovernment.com/documents/enabling_acquisition_success_for_agile_development_advisory.pdf
The best opportunity to promote agile success is to design an acquisition strategy that maximizes the realization of the product vision within the constraints of the schedule and budget. FAR part 39, “Acquisition of Information Technology”, addresses the need to develop an appropriate acquisition strategy to facilitate adequate acquisitions within the agile environment. The principles of Agile software development are consistent with modular contracting prescribed in FAR part 39.
Once the acquisition strategy has been developed with an entryway for agile development, the program office must then focus on structuring Request for Proposals (RFPs) that will support the agile environment. Traditional RFPs are typically structured with requirements and all pertinent information largely defined at the beginning of contract award.  In reality, the Program Management Office’s (PMOs) continue to learn more about their requirements from the proposal evaluation phase through the implementation phase. Such changes drive the need to adjust or change plans as requirements are refined. As such, traditional RFPs do not lend themselves to an agile environment. This can translate to greater risks of project failure. Therefore the program office must tailor the acquisition strategy and associated RFPs to enable bidders to propose an agile approach and establish an agile environment.
Source: https://www.wayferry.com/blog/RFP-problems
Contents of an Agile RFP
Agile projects set different priorities than traditional approaches which can have an impact on the contents of the RFP. The most important differences between agile and traditional approaches are summarized below:
	 
	Agile Project
	Traditional

	Objective of Project
	Meet goals and needs of Organization, Users and Customers by providing them functionality which helps them accomplish their goals.
	Realize defined scope within defined time and budget

	Scope
	Negotiable. Realize the minimum set of features required to meet the objectives of users and customers
	Precisely defined in advance. Often expressed as wish list, which gets cut down in the process of negotiations to meet budgetary goals.

	Scope Changes
	Embraced. The priority of not yet implemented functions can be downgraded in favor of new requests which are judged more important.
	Discouraged. Changes are often a source of delay or cost overruns. Change requests are often used by vendors to restore profitability to projects where fierce competition resulted in unprofitable basic prices.

	Time
	Release quickly to start generating Return on Investment 
	Release once with all functionality

	Quality
	Actively defined and agreed upon through definition of ‘done’, which is confirmed at the end of every Sprint
	Assured in a separate Quality Assurance Phase. This increases the risk of delay and cost overruns, because errors detected late are more expensive to find and fix.

	Trust
	Pre-Requisite for working agilely, difficult to establish before work starts.
	Attempt to compensate lack of trust through contractual process, penalties, etc.

	Cost
	Ideally planned proactively as a function of the value which the project should produce.
	Often established as a target in advance. Can negatively affect scope decisions when there are cost overruns.

	Risk
	ROI is managed continuously by the product owner.
Incremental delivery, regular inspections and prioritization (delivering the most valuable work first) are the primary tools for mitigating risk.
	Risk of cost overrun is a major factor in planning the project. Fixed Price/fixed scope, cost ceilings, penalties for late delivery are used to minimize financial risk


SOURCE: Finding a Partner to Trust: The Agile RFP, by Peter Stevens cited www.methodsandtools.com
[bookmark: _Toc445322181][bookmark: _Toc445362522][bookmark: _Toc448321480]6.1.1: Types of Acquisition Strategy Approaches
[bookmark: _Toc445322182]Software Development as a Service (SDaaS)
Means to explicitly frame a software contract
· Includes service level agreement and other elements that are not as common in software product contracts.  
It puts the technical baseline squarely in the lap of the government
· Allows for flexibility in the plan of efforts
· Government owns the agile backlog
· Contractor bids skilled labor and environment to meet the agile requirements
Source: http://prezi.com/5jrm2yxj5rjn/?utm_campaign=share&utm_medium=copy&rc=ex0share

[bookmark: _Toc445322183]Product focus
· Acquisition Strategy for agile is focused on getting capabilities to the user quickly rather than waiting for the final system (SOURCE:MITRE, www.mitre.org/publications )	Comment by image: Insert correct link to mitre guide
· Program acquisition strategy may reflect a contract approach that can be constructed to support short Agile development timelines
· Both Agile and traditional waterfall development product focus must communicate a high-level strategy, requirements, and vision for the acquisition 
· Program Strategies for product development must satisfy statutory and regulatory information requirements per Department of Defense Instruction (DoDI) 5000.02, irrespective of approach type
· Agile approach can be used to address many risks on a program

Sample Integrated Program Team Responsibilities for Modular Approaches	Comment by image: Relevance to module? Recommend moving to a different module
	Acquisition
Step8
	Mission Focus
	Acquisition Focus
	IT Focus
	Budget Focus

	Describe the problem
	Identify congruent problems in agency. Identify foundational elements to the problem. Prioritize the problems. Build the business case.
	Identify similar problems in the agency. Identify how other parts of the agency are affected by the problem.
	Complete the alternative analysis, cost benefit analysis and capital planning procedures. Identify the projects in the IT Dashboard.
	Identify outlays addressing problems in the agency. Look for opportunities to aggregate the buying power.

	Examine public-sector and private- sector solutions
	Consider how other agencies have addressed this
problem. Consider how
the industry has addressed this problem.
	Collect market research on this problem. Look for opportunities to buy from other agencies instead of making a separate award.
	Target “Shared First” and
9
“Future Ready”  capabilities
already in place. Reference the Enterprise Architecture for the range of solutions.
	Develop price analysis models for the different types of solutions.

	Describe the work
	Consider the longer- term strategy. Identify near-term, actionable goals to achieve the strategy. Identify 6- month targets.
	Develop an acquisition strategy to support the near and long-term goals using a modular
acquisition approach.
	Identify the work in a generic manner so that other parts of the agency can leverage it. Plan to develop in projects or increments no longer than 6 months and re-plan.
	Reconcile the work with the price model and refine each.

	Consider how to measure and manage performance
	Make sure the IPT is delivering new features and capabilities.
	Tie contractor payment, exercise of options and follow- on orders or contracts with successful contractor performance.
	Review this investment’s
performance in the agency
10
TechStat process  .
	Monitor cost and schedule performance, obligations and actual costs.

	Select the right contractor
	Develop the Technical Evaluation Report and advise the Contracting Officer.
	Make the selection(s).
	Validate that the offeror’s approach and experience are likely to deliver in a modular fashion. In the technical evaluation, identify inconsistencies with the agency’s Enterprise Architecture.
	Provide price analysis support to the Contracting Officer.

	Manage performance
	Invest in developing high-performing IPTs. Participate with the developers weekly or daily, and test new features and capabilities consistent with the Acquisition Plan. Plan what is needed in the next project.
	Invest in developing high-performing IPTs. Receive performance metrics consistent with every project or increment, take action when necessary.
	Invest in developing high- performing IPTs. Push new technology advances into the planning of successive projects.
	Invest in developing high-performing IPTs. Consider the balance between capital expenditure and operating expenditure and achieve the mix that is right for the agency.


 SOURCE: https://www.whitehouse.gov/sites/default/files/omb/procurement/guidance/modular-approaches-for-information-technology.pdf

Incentives tied to the contract could be different
· Incentives classically tied in traditional/waterfall development are likely not synonymous with those needed in an agile environment to successfully motivate the contractor 
[bookmark: _Toc445322184][bookmark: _Toc445362523][bookmark: _Toc448321481]6.1.2: Level of involvement of the Government 
[bookmark: _Toc445322185]Program Office to monitor technical effort
Agile requires dedicated government involvement throughout the entire development process
· Increased frequency of Government involvement to ensure requirements are met
· A close partnership between users and developers is critical to the success of defense acquisition programs and is a key tenet of Agile
· Program office involvement enhances the ability to communicate with stakeholders on status of meeting requirements 
[bookmark: _Toc445322186]Government developer
· Integration handoffs is key
[bookmark: _Toc448321482][bookmark: _Toc445322188][bookmark: _Toc445362525]6.1.3: Allowing for Agile Approaches in RFP’s (ELOs 1, 2) 

[bookmark: _Toc445322189]RFP’s should be written with enough flexibility to allow for contractors to operate in an Agile environment.  Specifically, the following items should be considered when writing an RFP: 
· Allowing for incremental technical review
· Traditional approach to technical review, such as CDR, may not work in agile environment
· New approach to technical reviews will require incremental build up to the entrance and exit criteria of the event
· PMO is instrumental in defining a new path towards revised entrance and exit criteria to meet the milestone
· [bookmark: _Toc445322190]High level of work effort – too detailed does not work
· Level appropriate to allow the contractor to remain flexible in operation, yet still enable the program office to manage the program effectively  
· [bookmark: _Toc445322191]Frequency and detail of CDRLs - too detailed does not work (should reflect agile principles)
· CDRL’s may be more frequent depending on the way the Agile program is run.  RFP’s should be written with enough flexibility to allow CDRL delivery to fall in line with contractor battle rhythm  
· [bookmark: _Toc445322193]Allow for incremental delivery
· One way to adapt CDRLS and Data Item Descriptions (DIDs) to an Agile contract setting is to add blocks in the DID specific to how Agile content will be delivered and when.
[bookmark: _Toc448321483][bookmark: _Toc445322194][bookmark: _Toc445362526]6.1.4: Application of Better Buying Power
Program planning for an Agile RFP supports the following Better Buying Power 3.0 (BBP 3.0) tenets:
· Use Modular Open Systems Architecture (MOSA) to stimulate innovation.
· Agile and MOSA work well together because iterative development best practices leverage flexible architecture to limit the impact changes in one iteration have on other iterations.
· Provide draft technical requirements to industry and involve industry in funded concept definition to support requirements definition.
· Agile best practices encourage flexibility with requirements and provide ready access to users who can adapt requirements or priorities based on responses from industry.
· Emphasize Acquisition Executive, Program Executive Officer, and Program Manager responsibility, authority, and accountability.
· When tailoring the acquisition strategy to support an Agile RFP, the program manager is directly supporting acquisition leadership engagement.
· Reduce cycle time while ensuring sound investments.
· Agile iterations reduce the cycle time between clarification of the user requirement and delivery and acceptance of the implemented software.
· Streamline documentation requirements and staff reviews.
· Although Agile methodologies emphasize working software over documentation, they still support documentation of the most important aspects of the software. This streamlines the documentation approach and helps to streamline staff review by eliminating content of limited value. 
· Emphasize competition by creating and maintaining competitive environments.
· Agile software development focuses on frequent delivery of tested software, which provides more frequent opportunities for the program acquisition strategy to introduce competitive forces.
[bookmark: _Toc448321484]Topic 6.2: Contracting approaches for an Agile environment (ELO 3)
Contracting approaches can vary in an agile environment. Within both the classical and agile program management environments, the contracting approach considers scope, time, and cost, however the variability within these models can differ: 
With traditional project management model the three sides are:
[image: https://programsuccess.files.wordpress.com/2011/04/triple-constraint.jpg]

1. Scope (fixed) These are the functional elements that, when completed, make up the end deliverable for the project. The scope itself is generally identified up front so as to give the project the best chance of success. (Although scope can potentially change during the project life-cycle, a concept known as ‘scope creep’) Note that the common success measure for the scope aspect of a project is its inherent quality upon delivery.

2. Time (varied) This refers to the actual time required to produce a deliverable. Which in this case, would be the end result of the project. Naturally, the amount of time required to produce the deliverable will be directly related to the amount of requirements that are part of the end result (scope) along with the amount of resources allocated to the project (cost).
3.  Costs (varied) This is the estimation of the amount of money that will be required to complete the project. Cost itself encompasses various things, such as: resources, labor rates for contractors, risk estimates, bills of materials, et cetera. All aspects of the project that have a monetary component are made part of the overall cost structure

Whereas, the agile model, three sides differ with:
Costs are not variable they are fixed
Time is not variable it is fixed and it is based on the Sprint schedule
Scope is not fixed it is variable and can fluctuate based on demand.
IMPORTANT: Scope fluctuations in detailed software requirements do not always correlate to changes in contractual requirements and scope. The specific impacts will depend on the structure of the contract itself.
The point of variability should be considered when contracting, as this could impact the contract type and its associated risks with executing the program/project. 

[bookmark: _Toc445322195][bookmark: _Toc445362527][bookmark: _Toc448321485]6.2.1: Cost Reimbursable  
Cost reimbursable contracts are billed to the government as actual cost to the contractor, then an award fee or fixed fee is awarded based on completion or other criteria.  These contracts allow a little more flexibility as well, but the definition of the award fee can be slightly more difficult in an agile environment.  Creating an award fee for delivery of certain functionality by a specific date creates incentives to work on just that work rather than empowering the product owner to prioritize content for each sprint.  The discussion of the award fee is to use some subjective measurements (to be established) and/or to tie the award fee to larger capabilities that the program has promised to oversight and management to align the fee with programmatic requirements.
[bookmark: _Toc445322196][bookmark: _Toc445362528][bookmark: _Toc448321486]6.2.2: Fixed Price
Fixed Price Contracts
Fixed Price contracts are generally for delivery of specific functionality to meet a requirement at a fixed cost.  Such contracts create difficulty in delivering for agile because they do not accommodate evolving and emerging requirements and do not allow flexibility to easily prioritize and assign requirements to releases as needed. When agile projects are using firm fixed price the contractor has significant risk as the product owner (government/PMO) may drive changes in requirements which can potentially result in expensive contract modifications and overly burdensome administrative and performance management.  While this type of contract vehicle may be used in an agile environment it must allow for close collaboration for both sides to consider the delivery a success.   
The agile environment has also introduced other types of fixed price contracts:
Graduated Fixed Price Contract: 
· The hourly rate is based on finishing early (highest rate), finishing on time (second highest rate), or finishing late (lowest rate). Work completed early is typically as an overall price is lower as a result of fewer hours used.
· If the project is late, then the vendor gets paid more overall. Both parties share the risks and the rewards based on the delivery schedule.

Fixed Price Work Packages Contract:
· Work is broken down into fixed price work packages. 
· Mitigates risks associated with under- or overestimating a piece of work by decreasing both scope and costs for the work that is being estimated. 
· Company can break down their statements of work (SOW) into distinct work packages where each has a fixed price. 
· Vendor has the opportunity to estimate the work packages again as a result of the identification of new information and risks. 
· Customer can revisit the prioritization of the work that is left based on developing costs. 
[bookmark: _Toc445322197][bookmark: _Toc445362529][bookmark: _Toc448321487]6.3.3: IDIQ/BPA type of contracts
Indefinite delivery indefinite quantities (IDIQs) and Blanket Purchase Agreements (BPA) are contract types that align with iterative delivery of products.  OMB’s 2012 Contracting Guidance to Support Modular Development states that IDIQ contracts may be especially suitable for Agile software development because they provide a high level of acquisition responsiveness, provide flexibility, and accommodate the full spectrum of the system lifecycle that provide both development and operational products and services.  However, there are other suitable arrangements.  For example, BPAs may work with Agile software development using modular contracting methods.  Additionally, stand-alone contracts or single award contracts may be used.  (Source: TechFAR Playbook)
A IDIQ or BPA structure may provide the PMO the option to contract with multiple awards and have the contractors compete for each project.  The benefit is of this approach is that it allows for a speedier response to individual projects. This also creates a constructive feedback environment where both the PMO and the contractor can track measure performance, which allows for changes in contractors if one is not performing well on a particular project. This in turn provides the PMO with the ability to terminate a contract or agreement expeditiously.
[image: 1]
Figure 1. Similarities between agile projects and BPA/IDIQ contracts (Source: Agile and Federal Governance—A Look at Contracts and Earned Value Management
www.theagileconnection.com)

[bookmark: _Toc445322198][bookmark: _Toc445362530][bookmark: _Toc448321488]Topic 6.3: Evaluating Bidders in Agile Contracting Environment (ELO 2)
[bookmark: _Toc445322199][bookmark: _Toc445362531]6.4.1: How well proposal illustrates the chosen/proposed Agile approach 
A common complaint raised by many with the government is that agile does not work within the government environment, partly due to the PMO’s inability to evaluate the bidders’ response to a proposal. Often, RFPs in agile environment is not easily linked to the Statement of Work (SOW)/Statement of Objectives (SOO)/Performance Work Statement (PWS). This, in turn, makes it difficult for those evaluating the proposals to do an “apples to apples” comparison.  General considerations should be made in the following areas to properly evaluate bidders when an agile approach is chosen:
1) Consider how the bidders proposal supports the SOW/SOO/PWS upper and lower level requirements and program milestones
a. What functionality is delivered?
b. When is it delivered?
c. How does it fit within the final product delivery?
d. What is the staffing approach and how does it support the nature of the work to be accomplished?

2) Consider how the bidders response and supporting level of detail support the requirement 
a. How they manage in agile environment?
b. What are their agile processes in procedures?
c. What is the approach to release planning?
d. How and at what level will they engage with the stakeholders?
e. How is change management handled and flowed back into the product backlog?
f. What is the bidders past experience with agile?
g. How are lessons learned captured and used to help make program decisions?
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