MEMORANDUM FOR:  (SEE DISTRIBUTION)				27 AUG 1997





FROM:  SMC/CD





SUBJECT:  Cost Credibility Between SMC SPOs and Industry








1.  During the past year, large disconnects between costs proposed by offerors and costs estimated by SPOs have become evident during source selections.  Furthermore, this situation has become more the rule than the exception.  This means that the communication intended through Acquisition Reform ‘partnering with industry’ is not as effective as it could be.





2.  AFPEO/SP, SMC/MTS, SMC/AXD and SMC/FMC have been proactive in attempting to address this cost credibility issue with the ‘Acquisition Reform Model Sharing’ (ARMS) Workshop and Initiatives.  On 10 Jun of this year, the first ARMS Workshop was held in Los Angeles, sponsored by two professional cost organizations, The Society of Cost Estimating and Analysis and The Space Systems Cost Analysis Group, and began a two-phase effort at restoring cost credibility between SMC and industry.  The first phase consisted of the ARMS Workshop itself.





3.  The second phase will consist of individual SPO/Contractor IPT efforts, facilitated by SMC/AXD and SMC/FMC, focusing on establishing this cost credibility.  Many potential industry competitors were present at the ARMS Workshop, thus making it a forum that was too open for detailed discussions, since proprietary cost methodologies need to be considered for true cost credibility.  My points of contact and facilitators for these ARMS Workshop follow-on IPT meetings and discussions are Mr. David R. Graham (363-0131) and Col Mike Kaye (363-2036) from AXD and Mr. Anthony E. Finefield (363-1073) from FMC.





4.  The negative impacts created by cost credibility disconnects during source selections should and can be avoided by working closely with industry before, during, and after contract execution.  Please give your full support and cooperation to SMC/AXD and SMC/FMC when they contact you to set up these IPT cost credibility sessions.  I encourage you to be proactive, not to wait, and even contact them before they contact you.  These IPT sessions are the right vehicle to ensure we maintain cost credibility with our industry partners. 











								(signed)


								WILLIAM MAIKISCH, SES


								Executive Director
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