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SUBJECT: Common Systens/ | SO 9000/ Expedi t ed Bl ock Changes

M/ June 29, 1994 nenorandum on Specifications and
Standards directed the use of perfornmance specifications to
t he maxi mum extent practicable, and the devel opnent of a
stream i ned procurenent process to nodify existing contracts
to encourage contractors to propose non-gover nment
specifications and industry-w de practices that neet the
intent of mlitary specifications and standards whi ch inpose
gover nnent - uni que nanagenent and nmanuf acturing requirenents.
Al t hough nmuch progress is being made in applying these
princi ples on new contracts, this progress has itself shown
t hat governnent - uni que requirenments on existing contracts
prevent us fromrealizing the full benefits of these changes
by requiring, in a single facility, nmultiple nmanagenent and
manuf act uri ng systens designed to acconplish the sane
purpose. Because it is generally not efficient to operate
mul tiple, governnent-uni que managenent and nmanuf acturing
systens within a given facility, there is an urgent need to
shift to facility-w de common systens on existing contracts
as well.

In order to neet our mlitary, economc and policy
objectives in the future, and to expedite the transition to
this new way of doing business, the direction given in ny

June 29, 1994, nenorandumis hereby revised. In addition to
the direction given there for governnent-uni que
specifications and standards, | now direct that bl ock

changes to the managenent and manufacturing requirenents of
exi sting contracts be made on a facility-wi de basis, to

uni fy managenent and nanufacturing requirenments within a
facility, wherever such changes are technically acceptable



to the governnment. The single point of contact for this
effort will be the Admnistrative Contracting Oficer (ACO
assigned to a facility.

The Under Secretary of Defense for Acquisition and
Technol ogy shal | issue additional guidance necessary to
facilitate the Departnent’s streantined review of
contractor’s proposals to repl ace governnent - uni que
managenent and manufacturing requirenents in existing
contracts with uniformrequirements within the contractor’s
facilities.

W cannot afford to allow "business as usual"” to del ay
this initiative. | therefore request that you and your
| eadership take an active role in expediting the transition
of existing contracts and reprocurenents to common systens.
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Secretary Perry ’s nenorandum of Novenber _ , 1995
requested that | pronul gate gui dance for maki ng bl ock
changes to unify the managenent and manufacturing
requi renents of existing contracts on a facility-w de basis,
wher ever such changes are technically acceptable to the
governnent. Secretary Perry further directed that the
single point of contact for this effort will be the
Adm nistrative Contracting ficer (ACO assigned to a
facility. Accordingly, | amproviding the follow ng
addi ti onal gui dance on these issues.

ACOs are directed to encourage contractors to prepare
and submt concept papers describi ng desired non-gover nnent
specifications and i ndustry-w de practices that will permt
uniformfacility-w de nanagenent and manufacturing systens
and a nethod for nmoving to such systens. Contractor
recomrendat i ons shoul d be acconpani ed by a cost-benefit
anal ysi s adequate to determ ne the rough order of nagnitude
of the costs and benefits to the contractor of the proposed
syst em changes (i ncluding any inpact on the cost of
performance of existing contracts). The evaluation of the
rough order of magnitude cost inpact on existing contracts
shoul d ordinarily be nade w thout requesting certified cost
data. Wile replacenent of governnent-uni que nmanagenent and
manuf acturi ng systens with common, facility-w de systens
should, in the long run, reduce the costs to both our
contractors and the DoD, contractors will in nost cases
incur transition costs that equal or exceed savings in the



near term W expect that cases where this does not hold
true are in the mnority, nostly dealing with high val ue,
long-term

contracts. The goal therefore is to use an expedited,
stream i ned approach to ensure that the contractor’s
proposal is technically acceptable and to quickly identify

t hose cases where there may be a significant decrease in the
cost of performance of existing contracts.

Wiere a proposal is technically acceptable and there are
no significant cost decreases in the cost of performance of
existing contracts, the ACO after appropriate consultation
wi th program nmanagers, shall issue class nodifications to
t hose contracts w thout seeking an equitable adjustnent to
those contracts. In those cases where the contractor’s
proposal will result in significant decreases in the overal
net cost of performance of existing contracts, the
contractor should be asked to propose an equitable
adj ustment (consideration) and to submt detailed cost data
in support of the proposed anount. The negotiation of
equi tabl e adj ustments shoul d not delay the nodification of
ot her contracts.

Note that the specific shift fromML-Q9858A to | SO
9000 does not in itself result in significant contractor
savings in shorter-termcontracts, and hence can general ly
be nade on an expedited basis.

| also direct that, effective imediately, ACOs have the
authority to execute class nodifications, subject to receipt
of necessary programmatic authorization from affected
conponent s.

The Defense Contract Managenent Command (DOMO) shal | be
the focal point for inplenenting these efforts w thin DoD,
and will facilitate the coordi nati on of the change process.
Tab A depicts the bl ock change process detailing underlying
assunptions, roles, and responsibilities.

The Commander, DOMC shoul d prepare for nme and for the
Conponent Acqui sition Executives a brief quarterly report
t hat describes the progress achieved in replaci ng
gover nnment - uni que nanagenent and nmanuf act uri ng
specifications and standards in existing contracts w th non-
gover nnent specifications and i ndustry-w de practices.



