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ABSTRACT

This final technical report contains a description of the planning, design, and !
activities carried out over the six months period of the study, and a description
of the decision model and guidelines which were developed. The extensive appendices
provide supporting detail. f
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C RY

1. This study was directed to a brief review of the experience of government
and industry with "leader company procurement’ for the purpose of providing a
basis for decisions concerning when and how to use the method., Leader/follower
procurement, as defined in DAR 4-701, 2, 3 is an "extraordinary” method of second
sourcing which requires the original developer/producer to provide assistance to
& second source to emable him to produce and/or compete.

2. While leader/follower, and related forms, has been used at least since WWII,
current usage appears to center on two related decisions. First, a decision to
develop a second source, usually for one of two objectives: to achieve cost contain-
ment or cost savings through competing part or all of a large, extended production run;
to achieve assurance of supply, either to meet a delivery schedule beyond the capacity
of a single supplier, or to assure continued supply over an extended period. Achieve-
ment of the cost savings objective is usually realized where there is a large production
run over an extended period; assurance of supply usually arises as an objective out

of the known or anticipated characteristics of the developer/producer. The second
decision-~to use leader/follower--appears where it is both feasible and necessary to
provide extraordinary manufacturing assistance and know~how to the second source from
the developer/producer.

3. Por canidnced acquisition and contracting managers, leader/follower introduces
no new or unusual challenges, and the model and guidance in this report should
provide a useful (and sufficient) framework.

4. Incorporation of specific authorization (in the DAR) to negotiate and/or

" develop second sources to meet explicit objectives (cost savings, assurance of

supply, socio~-economic) should be considered.

S, Pbltcy guidance should be directed to early specification of priority objectives,

‘to early establishment of program parameters needed for planning, and to assurance

of operational discretion to meet changing conditions, including discretion to
discontinue use of leader/follower.
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1. INTRODUCTORY COMMENTS

The leader/follower concept in acquisition appears to be neither widely
known nor commonly understood (at least, under that name), .although the current
DAR provisions (4-701, 4~702, and 4-703) have remained essentially unchanged
since their first publication in May 1964. The concept, as described in 4-701,
is as follows:

‘Leader company prccurement is an extraordinary procurement technique
under which the developer or sole producer of am item or system (the
leader company) furnishes manufacturing assistance and know-how or other-

wise emables a follower company to become a source of supply for the item
or system.

A search of the records of the ASPR Committee reveals that these provisions’
were one of the products of a "Reduction of Implementation Panel", under the
Assistant Secretary of Defense, Installation and Logistics, whose purpose was to

 reduce the volume of regulations by combining similar provisions in the regula-
tions of the three services into a single provision in the ASPR. In a 1964 memo
"leader company procurement" was described as “...a concept which is employed
by all of the military departments and which is recognized in APP Section IV,
Part 8; in NPD 34-203; and in AFPI 1-351." The brief record of the deliberatioms
(over several months) suggests, however, that only the Army and Navy were using -
the concept and, further, "The Air Force and DSA members stated that their de-
partments had no implementation on this subject and that it probably would not be

" used by their respective services..." The seeming inconsistency would appear to
be primarily semantic. A further search of Air Force records reveals that AFPI 1-351
(20 December 1960) was entitled "Policy on Establishment of Secondary Sources of
Aircraft Production" and went on to state that "broadening the industrial base dur-
ing a period of national emergency” necessitates providing secondary sources
"...with engineering help and technical assistance from (the original sources)."
The provision continues with a review of the equitable interests of the primary
source and the government, but does not contain language or phrases which appear
in the current provisions. While the record discloses some minor redrafting by
the ASPR Committee, it would appear that the origin of the current provisions is
elsewhere, perhaps in the Army or Navy antecedents. In any event, it seems clear
that the concept of developing a second source through furnishing manufacturing
assistance and know-how from the original developer-producer not only predates

the current provisions but also is known and used under other names.

R e R —
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This snomaly-—a relatively little known or understood name for an apparently
vell-known and understood concept--may serve to explain much of the uncertainty and
ambiguity which has appeared during the course of this study, particularly in
searching for amd identifying those "special" characteristics which might serve to
describe the leader/follower concept. Instead of a specific, well-defined con-
cept applicable to meeting specific objectives under certafn (applicable) condi-
tions through use of specialized techniques, it appears that the concept
(in practice) embodies a relatively wide set of objectives, conditions, and tech-
niques intermixed with other related concepts (and practices). It may be argued
that one of the unintended (or unexpected) consequences of this study is to de-
mystify the term "leader/follower" and place it in its proper context among the
many other concepts in the acquisition process.

The next section of this report will describe the study accomplished, and the
dext two sections will present guidelines and a decision-model derived from the
study. The last two sections will comment on the testing of the model and ‘guidance
developed and present suwmary findings. The extensive appendices provide supporting
detail, . ;
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2. SUMMARY DESCRIPTION OF THE STUDY
A. Overview

The orfgin of this study is described fn the contractusl statement-
of-work as follows: v ;

"rhe lack of specific guidance for using the lesader-follower

concept for complex products and systems prompted Alr Force

Systems Command (AFSC/PM and AFSC/SD) to ideatify a need to

conduct a research study of the leader-follower concept to

develop guidance for acquisition and contracting managers to °

improve application of the concept. This need was identified by

AFSC to the Air Force Business Research Management Center (AFBRMC)

on 13 December 1977. As a result of this sction, the AFBRMC

published the research need in its Acquisition Research Topics

Catalog in May 1978."

The overall strategy for the study camn be described as an examination of
current and recent experience, in terms of a search of the literature and
interviews with knowledgeable individuals in procuring agencies and in industry,
to identify what has been learmed about the objectives to be achieved, the
factors which facilitate or limit use, and methods and procedures.

The study was to be accomplished over a six mouths period in three equal otuoi.
The first stage would consist, primarily, of identifying potemtial sources of
information in the literature and in terms of knowledgeable individuals, and
preparing for the gathering of data. The second stage would be devoted to the
gathering of informstion through interviews with knowledgeable individuals. The
third stage would develop,-from the information received, guidelines and a
decision-making model for applying the leader-follower concept.

This report summarizes the results of the study, and is organized to meet the
reporting requirements specified in the statement-of-work. In this sectiom a
description of the activities in each of the three stages is provided, incorpor-

ating references tc; previously prepared reports (appearing as appendices) to
avoid unnecessary duplicatiom.

B. First Stage
" There were two primary objectives (and activities) to be accomplished
in the first stage (of two months duration). First, identify sources (documents
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and individuals); second, prepare a plan for gathering and analysing the
information (during the second and third stages).

It was anticipated that the identification of sources would be diffifcult,
necessitating use of a wide variety of search strategies and dependence on co-
operation from an informal and loosely structured network of individual informants:
and this expectation was realized. A description of the manual searches, machine
searches, and personal contacts used to identify and obtain the documents included
in Appendix E is provided in Appendix A (Section 1, pp. A-1l, A-2).The initial
identification of individuals was accomplished largely through the cooperation

of individuals in the management research offices of the three services, with a
few sources obtained from the literature, from prior acquaintances, and from
opportunistic contacts. Using this initial base, names of other individuals

were obtained during the course of interviews, and, without the supportive co-
operation of individuals in the several procuring agencies, it vodl.d have been

difficult, if not impossible, to identify the eventual set of knowledgeable in-
dividuals.

It was anticipated that most, if not all, of the literature references would be
obtained during the first stage, and this turned out to be, largely,the case.

The literature references obtained during the first stage were abstracted and
submitted vitﬁ the First Report (these references are now included in Appendix E).
An apalysis was provided in the Pirst Report to characterize the nature of the
literature, and this is included in Appendix A (Section 2, pp. A-4, A-5).

The second major activity of the first stage was to plan for the gathering of -
data during the second stage and the analysis during the second and third stages.
This was a critical task, particularly in light of the exploratory nature of the
study. The concept (and practice) of leader/follower appeared to be closely e~
lated to (and buried in) a wide variety cf issues across much of the acquisition
process. It was only one of many techniques, appearing in a wide variety of
forms, and overlapping with other concepts and practices. Drawing upon back-
groynd information from documents and individuals, prior experience with explora~
tory field studies, and analytical models developed and used for examining com=-
parable unstructured problems, a preliminary data gathering and analysis plan

' was prepared, and this is described in Appendix A (Section 1. p. A-3; Section 3,
pp. A=6, A-7, A-8).
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N i  In summary, the activities required were carried out within the required schedule,
providing a base for the second stage.

C. Second Stage ,
The second stage (also of two months duration) was to be devoted primarily
to an intensive series of interviews with knowledgeable individuals within pro-
curing agencies and industry. It was clear, at the outset, that only a represen-
tative selection would be achieved, and that limits on time and travel funding
would require concentration on a few, salient programs. Visits were made to
; Washington, Dayton, and Buntsville to interview procuring agency persounel in-
volved with seven of the eight programs listed in Table 2 (Appendix A, p. A=18).
Personnel associated with three programs were unavailable at the time of visit;
however, this was offset by the availability of individuals previously associated
with two programs. In all, six of the eight programs were covered during these

~ visits. (It should be noted that the original table listed tem programs; two of
these were not pursued, and were deleted; a third did not involve leader/follower,
0 The current listing of eight includes an additional program.)

During these visits, and through telephone interviews subsequently, names of
= knowledgeable individuals in industry were obtained, and a substantial, and re-
presentative, number of these were interviewed by telephone. A description of
these activities is included in Appendix A (Section 4, pp. A-9, A-10; Section 5, i
PP. A-11l, A-12, A-13, A-14), and a description of the problems encountered is 1
included in Appendix A (Sectiom 6, pp. A-15, A-16). A sumary of information |
gathered during these interviews is included in Appendix B, and a report on a

continuation of the literature survey is included in Appendix A (Section &, p. 1
- A=9). ‘

D. Third Stage
- The third stage (two months duration) was to provide an analysis of the
work of the previous two stages in the form of guidelines and a decision-model.
. During this stage would also occur a continuation of the literature search of
the first stage and wrap-up of the interviewing of the second stage.

- The preliminary analytical modeling accomplished prior to the third stage to
< provide a framework for interviewing has also provided a framework for .the third
stage. The nine factors which were developed (see Appendix B) proved, with some
: I refinements, to be a stable and reasonably complete and balanced framework for
collecting and aggre'guing the information received. While conceptually not in-
tended to be mutually exclusive or inclusive, the factors appear capable of %
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accounting for most (if not all) of the salient variables, and facilitate the
process of networking (particular values of) those variables in specific appli-
cations. Because in this Final Report the major product of the third stage is

included in Sections 3 and 4 below, no further description will be included
here. s

Activities during the third stage also included completion of the literature
search begun in the first stage. The results of this effort appear in Appendix E
which now includes a reasonably complete set of annotated referemces to the
leader/follower process.

o
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3. CATEGORIES AND GUIDELINES

A. Introduction

One of the two analytical products of the study was to "categorize

the experiences surveyed and develop a series of gyidelines that reflect those
experiences." It was anticipated (but did not result) that there would be found
a well-ordered set of preferred practices or procedures, defined within limitations
of application, and confirmed by experience with problems encountered. Early
in the study it was recognized that the leader/follower concept in practice in-
cluded not only mutually exclusive sets of objcctivei. limitations, and methods
but also strong interrelationships with a wide range of factors in the acquisition
process. Because of this, and to facilitate the gathering of information, an
analytical model was developed and refined throughout the study, organized around
the nine factors (or issues or characteristics) listed in Appendix B. Duri.ng the
further analysis carried out in the third stage of the study, it became evident '
that these factors not only (fortuitously) provided the framework for the cate-
gories and guidelines but also, in the narrative content (in Appendix B) provided
the substance of this product. For this reason, those factors will serve as the
categories, and the guidelines will be presented in terms of a summary of the
salient findings, in paragraph B below.

B. Guidelines
1) Objectives. :
a) The objectives for which leader/follower may be appropriate
include not only those specified in DAR 4-701 but variations or others requiring
the development of second sources.

b) Whatever objective is identified will not' necessarily
be shared by all interested parties, and may be changed or modified during the
course of the program. 3 ,

¢) The cho_ico or applicability of objcct‘ivu will be largely de-
pendent upon the characteristics of the specific program. ‘
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d) Underlying leader/follower are two proximal objectives—-
establishing a second source, and facilitating the process through which the
second source becomes able to effectively compete and/or produce.

‘ e) One important objective in the use of leader/follower is to
minimize the cost to the government of production quantities.

£) A second (and, usually, independent) objective is assurance of
supply, oi:hdr because of limited capacity of the original producer or to mini-
mize uncertainties over an extended production period.

8) Commonality appears as an objective of leader/follower pri-
marily where the decision to second source has been made to meet other objectives.

h) A variety of other objectives may appear, usually ancillary to
the above. ;

2) Characteristics of the Procurement.

a) The size of the procurement, in terms of quantity of items,
size of the individual item, and total dollars involved, is usually a critical
determinant of the use of leader/follower, particularly in combination with con-
siderations of time and the objectives chosen.

b) The relationship of the program to other programs may serve,
in some cases, to facilitate leader/follower.

¢) The technology involved in the program will determine, in
conjunction with the characteristics of the potential second source, how difficult
the process of transfer is, with extremes at either end militar.ing against the
use of leader/follower.

d) Diviaibiuty of the program may either facilita:e or provide
and alternative te leader/follower,
e) Stability of the program is of critical importance, particularly
in supporting early planning and implementation of leader/follower.
~ f) Vigibility of the program may serve to facilitate (or impede)
the effective use of leader/follower, depending upon the nature of the support
the procuring agency receives.
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3) Reprocurement Data Base.

a) Given a decision to second source (And- some requirement for
commonality), the state (or expected state) of the procurement data base pr;vvideu
the most likely indicator of the necessity for and/or desirability of using
leader/follower. ;

b) The state of the reprocurement data base varies with time,
zmorilly increasing in "goodness". :

¢) The highest state (of "goodness') of the reprbcuracnt data
base is usually marked (and established) by a set of procusu known as proofing".
but the state achieved may vary among programs.

s d) The timing of leader/follower is dcpcndclu: upon the timing of
the increase in "goodness", and the efficiency and effectiveness is a function

" of the highest state achieved by the reprocurement data vase.

e) Conversely, leader/follower may bring about a higher state

of the reprocurement data base., providing spinoffs.
~ f) Where the government has not acquired rights in the data (and

in some other cases), licensing may be required as a supplement (or a.ll:'er_:uto) to
leader/follower.

g) The ability (and willingness) to achieve a "good" reprocure=
ment data base varies among industries (and companies) and with variations in
technology as compared to the techmological base.

4) Characteristics of (Potential) Contractors.

a) Except where the characteristics of the contractors provide
the reason for developing a second source, consideration of leader/follower intro-
duces, initially. few if any problems beyond those in a comparable piocurcnent.

b) Whether the leader has already been selected or not may affect
the ease of and the methods used in, introducing leader/follower.

¢) From an industry point of view, leader/follower appears,
generally. to be just another "cost" of doing business with the govarnu-nt.

d) The (contractual) relationships outlined in DAR 4-703 repre-
sent only a part of the choices available to the government (and which may be
available to industry).

5) Characteristics of the Procuring Agency.
: a) It does not appear that any unusual requirémenta for adminis-
trative resources are introduced by leader/follower, apparently because the
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skills needed are among those available within the cp.runcc of competent pro-
curement persomrel,

b) Variations in the availability of technical resources may
affect both the use and the method of use of leader/follower.

¢) The organizational relatfonship of the procuring agency
with program and other personnel, e.g., logistics elements, may affect both the
use and the form of leader/follower.

d) Policy level decision makers can have a substantial facili-
tating (and limiting) effect upon leader/follower.

6) Relation Between Government and Contractors.

a) Availability and conditions for use of contract provisions ta
assure that the reqnisin assistance is provided (and accepted) appear to be
similar to comparable contractual problems.

b) Provisions may include selection of the follower, mechanisms
for measuring assistance provided, positive and nognti_vi financial incentives,
testing and acceptance procedures, and award or prorating of subsequert. production.

c) Direct or indirect control of choice of suppliers may be re~
quired to meet objectives of cost, assurance of supply, or commonality.

d) Where parallel production is required, both contractors may be
- in, essentially, "sole source” positioms.

7) Time snd/or Timing.
a) During planning, time appears as a factor primarily if coordin-
ation in aggregating requirements is necessary.
b) During the development to initial production period, time
appears as a factor primarily 1f the initial producer has insufficient capacity.

' c) The length of time between initial production and the end of
productiad may largely delermine the feasipnility of, or necessity for, use of
leader/follower to achieve objectives related to cost or assurance of supply.

‘ d) When to introduce leader/follower is a function, in part, of
the objective to be achieved.
8) Rules and Regulations.
A) The specified DAR provisions (4-701, 2, 3) apparently neither
facilitate nor limit the use of leader/follower.
b) Other rules and regulations vary in applicability.
¢) Where authority to negotiate 1s required, current practice
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PRV

appears to center on "“3-216 Purchases in the Interest of mi.oul. Dc!uu or
Industrial Mobilization.”

9) Process and Methods.

‘n) The decision on whether or mot to use leader/follower is a
function of the previously listed factors.

b) The decision on when to use leader/follower is prinn:tly a
function of the objectives to be achieved, but early htroductim is preferable
if flexibility in commitment can be maintained. _

¢) The decision on what methods to use (ﬁnd how to use them) is,
in current practice, based more on broad experience and competence than on any
special expertise. '
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4. DECISION MODEL
A. Introduction 2
The decision model to be presented here is, in the words of the statement-

of-work, to be used "... for applying the leader/follower concept to programs

that involve acquisition of complex products and systems”, and by "acquisition
‘and contracting mansgers...”. - While a decision model could vary from the deseriptive
~ generalities of the present DAR provisions to anm endlessly detailed branching algorithm,
‘it appears that the most generally useful level of presentation would be inthe form of
a process description which identifies the factors associated with two decisions:
a) whether or not to use (or consider using) leader/ follou_er; and b) how to use it.
The level of supporting detail 13 a more difficult question because many, if not all,
of the factors, and the process for evaluating them, are common tc other decisions
in the acquisition process, and thus within the present competence of acquisition
and contracting mansgers. In the presentation here, detail will be provided to
highlight the specific processes used in leader/follower, with some risk of cluttering

up the process with the obvious, on the one hand, or oversimplification on the other.

The model is, basically, a sequential decision (flow) model, presenting the initisl
decision of '"whether or not to use" in a series of steps keyed to critical factors, -
followed by the second decision of "how to use it" im outline form.

B. Overview of the Model

As 13 true with many, if not all, complex decision processes, the sequence
of specific, detailed decisions may vary according to the individual decision maker
and the specific circumstances, and may be iterative. For convenience in presentation,
the model proposes a sequence which may represent a preferred practice but, in any
event, provides a check list and a frame of reference.

The Overall Decision Model appears in graphical form {n Figure 1. Each of the major
decision steps is described in one or more paragraphs in this section, as follows:

Whether to Use
Preliminary Analysis

Second Source Decision Paragraph C

Leader/follower Decision Paragraph D
Detailed Analysis

Cost Paragraph E

Availability Paragraph F.

"Other" ‘ Paragraph G
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How to Use
Timing . 3 Paragraph H
Form Paragraph 1
Incentive Paragraph J
"Other" Paragraph K

The notation in the boxes for the major steps is in three forms. First, in the
boxes under "Preliminary Analysis", the references are all (except "Commonality")
to the comparable factors as listed in Appendix B. Second, in the boxes under
"D.tailod Analysis" and "How to Use", the references are to ipoci.tic objectives

- within the factor named "Objectives" as listed in Appendix B. PFinally, the

diamond shaped decision boxes identify the major decisions which control the process.

The initial point in the model, marked as START, assumes the existence of a specific
decision maker (i.e., a specific acquisition or contracting manager) with some
interest in considering the use of leader/follower for some specific program.

The ending points in the model, marked as END, identify the several formal points

at which use of the model may be terminated.

The first of the two basic decision areas, "Whether to Use", consists of two stages:
first, a brief look, or “preliminary analysis", to determine whethér or not the
feasibility and/or desirability of leader/followeris sufficient to warrant a more
extensive and detailed analysis; second, a "detailed analysis". The "preliminary
analysis” is, itself, in two parts: first, an exsmination of {primarily) three
factors to determine if development or establishment of a second source is feasible
and/or desirable; second, an examination which includes three additional factors

to determine if use of leader/follower is feasible and/or desirable. If warranted
by the previous stage, a more "detailed analysis" is then carried out, dcponding
upon which of several objectives is the primary purpose to be achieved.

The second basic decision area is "How to Use" leader/follower. mq, again,
will draw upon the previous analyses, and deals with key questions, including
timing, form of contractual arrangements, incentives to assure the transfer of
wanufacturing assistance and know-how, and other considerations.
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C. Second Source Decision

The reason for considering the decision to second source first is that
the issue of leader/follower doesn't arise unless there {s the necessity for
establishing a second source. In the early planning the decision on the number
of sources to be developed may have been assumed or otherwise established; this
may be a function of the nature of the procurement, e.g., small, one-shot buys,
off-the-shelf commercial products, or of the assumptions and circumstances during
the establishment of the program. Where the question has not been settled, the
decision {s likely to be sensitive to three interacting factors. The first factor
is the presence of some objective which will be advanced (or which can only be
achieved) by developing a second source; while there may be several objectives,
the most likely ones are achievement of some advantage in the cost (of the
production buy) and assurance of supply. These objectives are, in turn, sensitive
to the second factor, the characteristics of the procurement, and, particularly,
the size and the schedule. The third factor, time, enters in at least two ways:
first, whether the time needed to develop a second source is available in the
light of the previous two factors, and second, whether this decision is being
considered early enough to allow introduction consistent with the time needed.
There are other factors which may affect this decision, the most important of :
which is probably in the form of atrong policy guidance.

D. Leadex/follower Decision ‘

If, and only 1f, the previous decision wereto develop a second source,
preliminary consideration of leader/follower becomes necessary. For purposes
of this decision, three additional ‘flctors are of particular significance. The
first factor, commonality, tends to Se assumed, but is essential; if items to be
procured from multiple sources are only required to meet minimal functional
requirements, i,e., "form, fit, and function”, there may be little or no necessity
(and it may be, in fact, undesirable) to insist upon a transfer of manufacturing
information from one producer to another. The second factor, the reprocurement
data bue'."iu probably the most critical determinant of the feasibiiity and/or
desirability of leader/follower. If the available (or expected) data base is "so
complete"” that potential second sourees can be expacted to produce and/or compete
without "extraordinary" assistance from the original developer/producer, there is
no need for leader/follower; if, in contrast, the data base is so inadequate (or the
product is so novel and difficult to produce) that the original developer/producer
will be s:u:cﬁcd to put it into production himself, leader/follower will not only
be impractical (or infeasible) but may also interfere with the originzl production
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run. Only in the "middle area" where the second source can (only) be put io a
position to produce and/or compete through “extraordinary assistance” is leader/
follower indicated. This introduces the third factor, characteristics of (potential)
contractors, the (potential) willingness and ability of the lesder and the follower.
Other factors or comsiderations may include use of alternative techniques such as
breakout or directed licensing. o

‘ E. Detalled Analysis - Cost |

; - If the preliminary analysis indicates the likelihood that use of leader/
- follower for development of a second source is feasible and duiubh. the next
7 stage is to examine the question in more detail, and, for this purpose, it is

convenient to conduct the analysis on the basis of the specific (pﬂlﬁty) objective
under consideration.

The achievement of savings in the cost of the production quantities requires,
essentially, a comparison of cost of sole source with cost of second (or two or '
multiple)sourcing. On ome hand is the estimated cost saving to be obtained through
price competition, ususlly on that part of the production buy which remains aftar
the second source is able to produce and/or compete. Om the other hand are those
costs associated with establishing the second source--administrative costs to the
O government, cost of the services provided by the leader to the follower, start-up
costs of the follower, i.e., an "educational buy". For programs with very large

g2 quantities and extended production rums, it is more ukciy that cost savings will
be realized. >

F. Detailed Analysis - Availability

The objective of availability (or assurance of oupply) is probably the
original and/or primary basis for the development of the second sourcing technique
of leader/follower, i.e., the development or establishment of a. mobilization base.
In the absence of such a specific requirement, two other forms of availability appear.
First, where the quantities scheduled exceed the present capability or capacity of a
single producer, e.g., a shipyard; second, where circumstances are anticipated which
may change or otherwise interfere with the developer/producer's ability (or willingness)
to produce within the planned (or desired) parameters of performance, cost, and
schedule throughout the duration of the program. Analysis of the first case may be
relatively straightforward if the initial (or early) production schedule is clearly
inconsistent with the capacity of a single producer; where the schedule buildup is
consistent with ‘leadtimes necessary to expand facilities and staff, an experienced ?
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and stable producer may well argue that availability is not an issue. The second
case is more likely to involve "prudent judgment"--is the facility "vulnerable"

to environmental assault or local labor conditions; is the producer capable of
building up and maintaining the desired production rate; is management stable

and responsible. In either case, the objective of availability essentially
requires the establishment of more than one source as "sole source” nd maintaining
that condition over a period of time.

G. Detailed Analvsis - "Ogher"

Each of the previous objectives may appear, to some degree, in conjunction
with the other, or with any of several additional objectives. Where some objective
other than cost or availability is the primary objective, the analysis may vary
from very brief to extemsive. Commonality, or an interest in improving the quality
of the product, may involve detailed consideration not only of technical design
options, but also the overall useful life of the product--operations, training,
maintenance, loglstics, life cycle costs, etec. Socio-economic objectives, e.g.,
participation by minority enterprises, and responding to policy directives to
"increase competitfon” may require little or no analysis.

H. How o Use - Iiming : o
Except where the option to continually reassess and discontinue is unavaildble,
it would appear that early consideration and planning i{s a dominant strategy; unless
second soureing and leader/follower are clearly inappropriate, early planning not
only facilitates later use but also provides lead time to industry for its planning
(and avoids surprise). In general, however, early planning may be difficult because
of uncertainty concerniag key factors.

Where the obj.&in is cost savings, the actual introduction of leader/follower, i.e.,
designating a fonmr and dircct:lng the leader to provide assistance, may occur
relatively late in the dmlq:mnt-to-ptoduction phase of the leader. The later the
introduction the more likely the design is stabilized and the data base available;

the limit cn delay is the necessity for having the follower capable of producing and/or
‘competing while there are still significant production quantities remaining.

Where the objective is availability, it is usually necessary to initiate leader/
follower at or near the beginning of the development. - If eapacity is the issue,
it is an initial condition; if anticipated future conditions is the issue, delay 1
increases the c:poc;nro and, in addition, may increase the difficulty of introductioh. e
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1. How o Use - Form »

The form of contractual arrangement may be direct or indirect, and may vary )
during the several stages of the program. Where the objective is cost, the initial j
stage of establishing the second source may be carried out in any ¢f several ways--
through a subcontract from the leader to the follower, through separate prime contracts
(with a contractual provision requiring the leader to provide assistance), or even a
subcontract from the follower to the leader for assistance. During the competitive
procurement stage, the form may be parallel prime contracts or a "“winner-take-all"
single prime contract, Where availability is the objective, any of the above forms
may be used, but the maintenance of multiple sources over extended periods suggests
the eventual use of parallel prime contracts,

J. How to Use - Incentives

A wide variety of incentives are available, depending upon the purpose to
be achieved and upon the circumstances of the parties. The key, specific incentives 1
are directed to assuring that the leader provides the requisite manufacturing
assistance and know-how and that the follower accepts it. For the lewder, in addition
to recompense to_:.- his services, financial incentives may be tied to progress payments
and to production delivery. Inspectiom, testing, and validation requirements can be
used to determine whether the assistance has been successful, and various types of
in.process review may be used.

K. How to Use - "Other"

Because leader/follower is a specialized technique within the overall .
procurement process, many mh'odo and techniques may be applicable. Particuiarly
where cost is a primary or secondary issue, cost contaimment methods will be applicabie.

Issues of commonality suggest the use of the extensive methods which apply even
under sole source conditioms.
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5. IEST PLAN
A. Introduction
It was contemplated that a logical next step to follow this study would

be "one or more experiments to test the decision model and guidance developed",
and, for this purpose, a test plan was to be proposed. Testing; in this context,
may serve one or both of two general purposes: first, to establish “3‘ validity
(of the model and guidance); second, to evaluate (and/or improve) the process of
application by acquisition and contracting managers.

The first purpose, testing validity, would be critical if the model snd guidance
reflected a choice among mutually inconsistent alternstives. During the course
of the study, however, it became evident that strongly held d{.t(cma of opinion
on whether to use and how to use leader/follower are not charscteristic, at least
on the part of those with direct experience, when placed in comtext. For this
reason, it is suggested that the test of validity presents few, if any, critical
hypotheses whose confirmation would warrant any extended formal effort. The
second purpose, to evaluate (and/or improve) the broecu of application, remains

a viable, and potentially useful, continuing objective, and the plan outlined
is directed to that purpose.

B. Test Plan

There are several experimental designs which may be applicable to test
the general hypothesis that the model (and guidance) provides a feasible and
useful framework for making decisions concerning the use of leader/follower.
Practical experience with field experimentation, and, particularly, administrative
experimentation (where concern for the objectives of the administrator is given

equal attention), suggests that a series of ona or more cooperative case studies
is the most feasibLle approach. )

In each case, an interested acquisition or contract manager is identified and

requested to cooperate in a study of the feasibility and usefulness of the model. ;

Because his cooperation is likely to follow his preliminary review of the model
(and the supporting report), it will be necessary to obtain a "pretest" score of
his understanding of the process retrospectively. Measures of his ability to

easily apply the model can be obtained periodically (by nlf,-rcpbrt or by interview)

during the process, These measures can include the following: . clarity (was the
form and language easy to understand and apply); completeness (did the model

correctly identify, on a timely basis, key factors to comsider, and how to consider);
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"tightness" (did the model avoid unnecessary or irrelevant steps); efficiency
(how does the model compare to alternste forms of the model or alternate models):
effectiveness (did the model contribute to, or impede, the achievement of a
successful decision process).

The variety of different contexts, the variety of acquiqitiaﬁ and contracting
managers, and the variety in such a multipath model provide the opportunity

for multiple, partially independent measures as well as n'potcntiall‘y rich

input to nfim the form and to improve the ease of application. The test procéss
may be instrumented over & range from informal anecdotal reports to a formal set
of protocols with in-process consultation and dats gathering, the choice depending
uponi the importance of full documentation and the mthbility of resources.
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6. US TONS NDATI
A. Sumary
The major purpose of the study was to develop guidance for acquisition
and contracting managers, and this is, properly, presented in the previous
sections of the report. In this section will be presented a selectiom of key
points which may be considered findings, conclusions, or recommendations.

B. Specific Findings
1) Leader/follower, in general

While the concept does not appear to be well (and widely) understood, those
experienced in its use consider it to be just another technique, applicable
for some purposes, under specific circumstances, and using, at most, variations
on available methods.

2) Applicability of leader/follower

Leader/follower applies only where, first, a second source must be developed to
accomplish some objective (usually related to cost savings or assurance of supply);
and, second, it is both feasible and necessary to provide the second source with

Mextraordinary" unufactixrtnz assistance and know-how from the original developer/

producer.
3) Rules and regulations

The current DAR provision (4-701, 2, 3) neither facilitates nor impedes use of
leader/follower. Incorporation of specific authorization to negotiate and/or
develop second sources to meet explicit objectives (other than "mobilization base")
should be considered, i.e., cost savings, assurance of supply, socio-economic.

- The form of this might be an addition to DAR 3-216.1 of words such as "...or (C) the

interest in effecting specific procurement objic::l.vu requiring extraordinary
efforts to establish additional sources.”, and a new paragraph under DAR 3-216.2,
as follows: '"(viii) when procurement by negotiation is necessary to establish
additional sources for any of the fouowitig purposes: to achieve cost savings
through competitive reprocurement; to assure timely early delivery or to assure
delivery over a sustained production period; to qualify minority or other dis-
advantaged companies." This language is, necessarily, offered only illustratively.

4) Policy direction
Policy direction can facilitate efficient and effective use of leader/follower by‘

cognizant acquisition and contracting managers in three ways: first, early guidance
on (and/or review of) specific objectives to be pursued on a specific program;
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second, early establishment of major program parameters (quantities, rate and
duration of production, multi-year buys) to provide & stable planning base;
third, delegation of opetationsl discretion to respond to changing conditions

by changes in the process of, 1f necessary, di.uontinnﬁc use of loadcg/ follower. :
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Note:

APPENDIX A

REPORTS ON PLANS AND ACTIVITIES DURING FIRST AND SECOND STAGES

This appendix consists of revised excerpts from the First and
Second Technical Reports. Its purpose is to provide a more
detailed description of the plans and activities of the first
stages as previously reported. Revisions ave primarily to
correct typographical errors, provide minor updates, and to
reflect pagination changes. Information ffon the previous re-
ports not included here either appears elsewhere in the Final
Report or was of tramsitory interest. In the following tabula-
tion, the information in brackets references the oriﬁiual page
numbers in the First (I) and Second (II) Technical Reports:

1. Data/Information Gathering Plan - General Description
R L e S T O ok et R SR T R O L ¢
2. Literature Search - Sources and Results During First
o st‘se (I. 5-6) L N T R R R R L ] A-‘

3. Type of Information to be Gathered and the Data

Apalysis Methods (I, 9=11)  ceccssvncssnsvsenensasnss AD

4. Summary of Activities in Second Stage
¢ = ) B T N S e T )
5. Methods for Data Gathering (L, 25=28)15 . cssraosansnns A-11
6.  Problems Encountered (II, 29-30) .ecvecevocccccccaass A=15

Table 1 Preliminary List of Key Words and
Phrases in Leader/Follower Related .=
Literature and Usage (I, 12) ..cvcveccncesse A=17

Table 2 Sample Listing of Programs Which are
Reported to be Leader/Follower Type
Procuramunt (1, 18) sassesovasvinesinsvoniss A8
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1. DATA/INFORMATION GATHERING PLAN - GENERAL DESCRIPTION :

A. Introduction
As reflected in the Statement of Work, rhe data/information gathering
process can be roughly divided into two stages - first, identification of sources

(documents and individuals), and, second, obtaining relcvant information from
them.

It was anticipated that the identification of sources (documents and individuals)
would be difficult for several reasons. First, leader company procurement (in the
sense of ASPR 4-701) did not appear to have been documented in the form of either
a review of past and present practice or any current official or comprehensive
indexes. Secgnd, the method is not only similar to a number of other methods but
is also closely related to a number of major factors in procurement, e.g., pro-
visions for obtaining procurement data. For these reasons a relatively conplex
search process was required.

The first stage-identification of sources (documents and individuals) - has largely
been accomplished, and a brief description of the process will be prov:h;ed in

- Sections B and C below. The data gathering plan for the second stage - obtaining

relevan; information from the sources - will be described in Section D below.

B. Identification of Documents Sources
A variety of searclr strategies were required and employed, using a com-
bination of manual searches, machine searches, and personal contacts. In some
cases the searches and contacts were accomplishad personally through visits,

telephone calls or uses of the mail; in other cases, particularly machine ~searches,
access was achieved through the cooperation of others. A summary of the different
types of searches is presented in the following paragraphs.

(1) Manual searches were carried out either through inspection of the
actual document or through uses of indexes and abstracts, as follows: ‘
(a) Periodicals. Issue by issue examinafion was made of (1ncomp1’et:e)'
collections of the Defense Industry Bulletin, Defense Management Journal; Air Force

Magazine, Signal, Monthly List of GAO Reports, Program Managers Newsletter, and

Government Contract Reports.
- '(b) Private Document Collections. Selected individual documents were
exanined and indexes were checked from two extensive collections: approximately

11,000 documents on research and development management in the Program on the
Management of Research/ Development (POMRAD) at Northwestern University and
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approximately 3,000 documents in a related collection of one of the project team
members. In addition, documents collected by a member of APRO have been mad
available on loan. _ Ko

(¢) Collections and Indices. The holdings of the FAI library have
been examined through the courtesy of the librarian and through examination of a
series of special bibliographies which include abstracts. The ASPR Committee has
agreed to make available the original files (Case 64-604) on the origin of ASPR
4-701, 702, 703. The OFPP has provided a draft copy of the proposed FAR provision.
The holdings of the Chicago Bar Association library have been examined by shelf
ingpection and use of indices. . :

(d) Proceedings. Copies of the 6th, 7th, and 8th Acquisition
Symposium Proceedings have been examined article by article. In addition, two
other Proceedings have been examined in a similar fashion.

(e) Key Reports. A number of key reports have been examined for
text references and bibliographies to identify potential sources.

(2) Machine Searches were carried out as follows: :
~(a) NTIS and Science Citation Index (Social). These searches were
conducted using a partial selection of terms (and variations and combinations) from
among those listed in Table 1, page A-17.
"~ (b) FLITE. A search of FLITE has been requested, but the results are not
yet available.

(c) DLSIE. Custom bibliographies were prepared using the terms "price
competition” and "source selection.”

(d) TFederal Procurement Data Center. While the indexing system used
cannot directly disclose relevant references, a special programming request has beén
made to identify potential offices, companies, and/or contracts.

(3) Personal Contacts have provided both leads to documents and, more
critically, have facilitated access to documents identified through the above
searches. Of particular importance, to date, have been individuals in the following
organizatioms:

- Air Force Business Research Management Center
- Federal Acquisition Institute :
- Army Logistics Management Center

C. Identification of Individuals ,
Personal Contacts have provided by far the major source for identifying
programs, program offices, industrial organizations, and knowledgeable individuals
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with direct or indirect experience with leader/follower and related procurements.

D. Data Gathering Plan for Second Stage
Data gathering during the second stage will include obtaining information

from both documents and individuals. As a continuation of the identification process
in the first stage, additional documents and additional individuals will be identi-
fied, essentially using the process described in Sections B and C above. Individual
documents (where available) will be read and, if relevant, abstracted and added

to the present listing. Similarly, individuals identified will be added to prior |
lists, t

The major data gathering, while continuing the identification and abstracting of
documents, will be centered on obtaining information from knowledgeable individuals.
In addition to obtaining copies of (or access to) relevant documents, information will
be obtained by personal interviews, telephone calls, and mail questionnazires.

Because the apparent number of knowledgeable individuals (those identified plus the .
expected number of additional ones) appears to be much larger than can be individually
‘interviewed within the limits of this modest study, a set of priorities must be
imposed. The feasibility of direct contact with the idencified program offices would
indicate a first priority, and it is anticipated that a number of the program offices
listed in Table 2 (p.A-18)will be visited for personal interviews. :

It is anticipated that only a small number of industrial organizations will be
visited personally, with priority given to those which are accessible (both
geographically and in terms of cooperltionj.

For those which cannot be visited personally, and which represent potentially important
inputs, a combination of telephone calls and mail questionnaires will be used to
obtain coverage.
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2. LITERATURE SEARCH - SOURCES AND RESULTS DURING FIRST STAGE

A. Summary of Results to Date
A total of 90 documents have been identified as relevant or potentially

relevant to this study of the leader company procurement process. Of these, 52 have
been read and abstracts prepared; an additional 38 documents have been identified
from titles and abstracts as potentially relevant.

B. Sources
The 52 documents for which abstracts have been prepared have been categorized
according to the type of sources as follows: :
Government Publications
Government Reports
Non-government Reports
Conference Proceedings
Books
Thesas
Professional Periodicals
News Magazines
News Releases
TOTAL 52

By making assumptions in a few cases, and not accounting for multiple authors, these
sources include 28 government, 21 non-government, and 3 not identified authors.

C. Relevance
These sources have been separated into four categories for convenience in
" reference, as follows:

(1) Direct references to leader-follower (or leader company procurement)

and references to similar or closely related procurement methods.

(2) References to factors interacting with or potentially affecting the
use of leader/follower methods.

(3) Historically significant references and tutorial or background references
useful in establishing context. '

(4) References not yet in hand but which appear to be potentially relevant.

The 90 references are divided as follows:
Direct references 10
‘Interacting factors 21
Background references 21
Potentially relevant references 38

TOTAL 90
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Of the 52 sources which have been abstracted, only nine make explicit reference to
leader/follower (or leader company procurement). Of these, only five are in the
"direct reference" category - two references to the leader cd.pnny regulation, a
paper by Thorpe, am article by Clark, and a bock by Sherman. Three of_th:c remain-
ing sources are limited references, and the last one is (apparently) a description
of a different process. It is expected, however, that several of the other sources
do include reference to leader/follower without, however, using that terminology.
D. mture Additions
The process of ddentifying and abstracting relevant documents is a continuing
oue, and it is expected that additiomal relevant documents will be added to the

: listing in this report. In some cases, this will come from searches underway but
not completed, including the following: 4

(1) Search being conducted by FLITE

(2) Search being conducted by Federal Procurement Data Cmar

(3) Search being conducted by FAI library

(4) Review of ASPR Committee case file 64~604

(5) Review of Acquisition Symposium Proceedings ‘1-5

(6) Review of the 38 documents (paragraph C. 4, above) for which only
abstracts are now available.

In addition, it is expected that further comtacts, particularly with individuals and
organizatioms actively engaged in leader/follower, will provide access or reference
to additional documents - particularly, directives, guides, propoul and contract
documentation, and other ephemeral sources.

P
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3. TYPE OF INFORMATION TO BE GATHERED AND THE DATA ANALYSIS METHODS

A. Introduction
There are three separate, but related, types of information to be gathered,
with different analytical requirements., These include: document sources; names of
programs, program offices, industrial organizations, and knowlegeable individuals;
substantive non-documentary information on leader company procurement and related
factors. These will be treated separately in the sections below.

B. Document Sources

The types of documents to be gathered are represented by those listed in
Appendix E. These include direct references to leader company procurement, inter-
acting factors, and background references. It is anticipated that the major change
will be a‘!fcrcncm increase in program documents (policy directives, contractually
related documentation, and emphemera). After screening, all relevant documents will

be ubst‘:tod; however, further analysis will, in some cases, be accomplished for the
final r&ort.

C. Names and Addresses ;

Because of the difficulty encountered in this phase, it Zs believed that an
up-to-date revision of Table 2, identifying programs, program offices, and industrial
organizations actively engaged in leader company procurement or similar methods would
be a useful by-product of this study for the acquisition community. A decision will
be made later in the study of whether the resources are available for preparing this.
The extent to which individuals will be identified is contingent on the need to
assure confidentiality of sources.

D. Substantive Information on Leader/Follower
There are two different ways in which this information can be categorized.
First, information on specific leader/follower procurements versus related and or
aggregated (based on broad experience) information. Second, categorized according
to how the information relates to the leader company procurement process. Each of
these will be smplified below, after a brief description of background information
which is considered relevant to both approaches. '

For each individual source, we will attempt to collect background information to
facilitate the analysis of the substantive information received. This will include,
generally, the following: name; organization; address; telephone number; relation,
if appropriate, to specific procurement (period of assignment, functions performed) ;
relevant prior experience. In addition, confirmatory descriptive information, leads
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to other potentially relevant procurements, and leads to document sources will be -
requested. Information om "where or when" the data was collected will be added.

For specific leader/follower procurements, or similar specific procurements, inform-
ation will be solicited using a combination of structured and open ended questions
on the following:

(1) Objectives. Proposed and/or used; commentary on how thcyinn
identified, whether considered realistic (and complete) initially and later.

(2) Factors (or'decision criteria’)contributing to or inhibiting the use
of leader company procurement. Identified and/or considered; commentary on initisl
or subsequent experience with their effect. 4

(3) Process information ("how to"). Description of the specifit methods
used to initiate, plan, and carry out; commentary on success or failure; commentary
on alternatives considered or might (or should) have been considered.

For individual sources not reporting on specific procurements, i.e., drawing upon

either general past experience or current experience in anticipation of future in-

volvement, similar questions can be used, but the form and detail can be varied in

two ways. First, some sources will bs particularly valuable in some particular

area, e.g., validating procurement data, and the information can be more extensive -
on a limited subject. Second, for sources with broad experience, structured

questions can be used to solicit opinions on a comprehensive set of potential :

objectives, factors, alternate methods, etc.

From an instrumentation point-of-view, a set of structured and open-ended interview
protocol/questionnaires will be used. These will include the folléving: :

(a) Background information on the source. Standard, pre-printed format
with room for additional comments. : g

(b) Objectives. Two forms; one open-ended for the initial part of the -
"specific procurement” interview; a second form which will include a dimensional
sale for each of the objectives in ASPR 4-701, plus variations and additional
objectives collected from literature and other sources (including the separate or
different objectives of involved industrial organizations). This will be used as s
follow up on specific procurement interviews and for all others.

(¢) Factors. r Two forms; an open-ended one, as above; a second form which
includes the factors in ASPR 4-702, plus variations and additional factors (includ-
ing those separate factors of importance to involved industrial organizations).

(d) Process information. For specific procurements this will be in the

form of a check list of process questions, e.g., how did you identify the follower,
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what contract process did you use. A separate and more extensive listing of alternative
procedures will be used to structure information on the wide variety of detailed pro-
cedures vhich may be expected to appear. (The complementary processes of involved
industrial organizations may also be included).

The preliminary amalysis and presentation of data on specific leader/follower pro-
curements is expected to be in the form of descriptive or summary tables. For
information based on broad experience, or specific factors, a qualitative summary,
with perhaps some quantitative aggregation, is expected to be the most responsible
form the quality of the data will allow. The multitude of interacting factors and
the wide variety of referent programs mitigates against formal analytical techniques.
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4, SUMMARY OF ACTIVITIES IN SECOND STAGE
A. Literature

As noted in the First Report (p.A=5),the process of identifying and
abstracting relevant documents is a continuing one, :lnciudin; followup on specific

searches started during the previous stage, documents obtained during intctvim.
and other uarch processes.

Progress on previous specific searches (First le;pori, p.A=5)is as follows:

(1) Two reports received from FLITE
(2) The Federal Procurement Data Center search has been delayed for
administrative reasons

(3) No documents have been received, yet, from the FAIL library
(4) The ASPR Committee case file 64-604 has been reviewed and excerpts

made; in addition, a copy of the predecessor AFPI provision was
obtained

(5) Acquisition Symposium Proceedings 1 through 5 have been reviewed,
and eighteen articles have been abstracted
(6) Twenty-five of the 38 potentially relevant documents listed in the

First Report have been received and all have been abstracted.

Through the courtesy of individuals in the several procuring ageacies visited,
copies were obtained of excerpts from procurement documents, and these will be
abstracted or otherwise referenced in the Final Report. Generally, it appears that
specific. contract or other procurement provisions are not considered either novel
or of universal applicability, and an extended effort has not been made to 6bnin
them. For example, provisions directing cquantities to subcontractors, provisions
for furnishing technical services, and the like are apparently straightforward
contractual drafting tasks, given the decision they implement.

A number of other documents have been obtained, including some documents provided

through the courtesy of others, and these and others will be abstracted and included
in the Final Report. '

B. Visits
As was anticipated (First Report, p.A-3), priority was given to visiting key

procuring agencies. Of the ten programs ‘dentified in Table 2 (of the First Report),
visits were made to five , and in two other cases, the key people were unavailable

at the time of the visit. Contact with another program was accomplish.ed by

telephone. Of the ten programs, no effort to contact has been made with respect to

only two--in one case at the specific request of the contact; in the other case

because background information has not yet been obtained. In addition to visits to

procuring agencies, visits were made to and interviews obtained with three "‘




A-10
INTERNATIONAL APPLIED SCIENCE AND TECHNOLOGY ASSOCIATES, INC. (IASTA)

industrial sources and a number of government sources not specific to any of the
identified programs.

C. Telephone Interviews and Correspondence

Extended and extensive use has been made of telephone interviews. On a rough
count, nearly 30 people have been interviewed at least once. In addition to in-person
interviews, and counting multiple interviews, something in excess of twenty telephone
interviews have been conducted, some very extended. The total number of calls is
estimated to be well in excess of 100 at this time. Correspondence, up to this time,
has been largely limited to formal requests for information or, in some cases,
providing information on needs of the study, i.e., protocols. It is anticipated
that telephone interviews will be conducted with two additional program offices and

with five additional companies; where feasible and critical, additional contacts may
be made.

D. Reporting
The preparation of this Second Report has beer directed to meeting the
requirements for the study. As noted elsewhere, updating the tasks in the first
stage has continued and this will be included in the Final Report. Much of the
information obtained will be of particular importance in the next stage, and will
contribute to the Final Report. y

The major reporting requirement. is met by the extended summary description (in
Appendix B, following).As anticipated in the First Report (pp. A=6 and 7), the
organiza'don and presentation of the voluminous information obtained can be in
several fotu. The choice of format used was based on several considerations. 1)

to begin thc transition to an issue format (based roughly on the prococol) which
will contribute to the work of the next stage; 2) to facilitate an overview of
vatiat_ionc and relations among the issues and/or characteristics which have been
identified; and 3) to recognize that a series of case studies of individual programs
was neither contemplated nor accomplished. :

Each of the major issues (or characteristics, or factors) is treated sequentially,
using a descriptive heading to generally identify the area. It should be clear
that there are overlaps and interdependencies, not completely identified at this

stage, and a lot of supporting information has necessarily been condensed and
.edited.
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5. METHODS FOR DATA GATHERING

A. Planning
As was described in the First Report (p.A=3),the mjor dau-gathering
activity of this stage was "centered on obtaining information from knowledgeable
individuals.”" During the previous stage, a number of key programs, individuals
and issues had been identified, although it was clear that this would be an ongoing
pfoccss throughout the study. Because of the number and complexity of the programs
and issues, and the number of potential individual sources, it became clear that
the resources available would allov no reasonably complete exmiutim, and this

did not even account for an already-evident potential large incruu in numbers
which could be added.

The sampling strategy to be used was in two steps. First, assign an initial
priority to programs and program offices which appear to be significant (and
available) sources. Second, compare the data obtained from them against the protocol
to identify significant issues or gaps or areas which require coverage, and draw
upon leads and suggestions as to important further sources; from the-:ae.hulign
priorities. This strategy, at this point in time, appears to have boen an

effective (and efficient) one.

The stntcgy, and time and resource constraints, dictated visits to major sources
in Washington, Dayton-and Huntsville. Contact with other sources was acconplishd
by telephone interviews, in some cases supplemented by mail.

The plan also included consideration of the analysis and synthesis which will be
accomplished in the next stage. Preliminary analysis and synthesis, and comparison
to the preliminary design of the final repcrt, provides a check on which data should
be given priority in the ongoing gathering process.
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B. Protocols

The term "protocols” is used here to include all of the various guides or
outlines used by the researcher in gathering data. These can tzke many forms, can
vary in completeness and/or detail, can be loosely or highly structured, can be
formal or infoml. and can be written or unwritten. Their usual purpose is to
increase the likelihood that the information desired is gathered and/or to provide
a format for the process of actual gathering of the data. Conventionally, the
major forms of protocol are questionnaires or interview guides.

Because the present study is a broad, exploratory inquiry, rather than a detailed
case study or confirmatory testing of some specific hypothesis, the proto'col had to
be wide ranging, open-ended, and highly adaptive. Its preparation began concurrently
with initiation of the study. Extensive notes based upon literature review,

relevant past experience and research with related phenomena, and initial discussions
with government personnel were collected; ffam these were extracted (or organized)

a series of check lists or interview guides which, in draft form, could be (and
were) uu‘d in preparing for, and conducting, interviews.

- It was intended (as noted in the First Report, p.A-7) that the protocol would be used
. not only for conducting interviews but also, in a modified form, for later followup

and, in some cases, as a primary data gathering method, i.e., as a mailed
questionnaire. For this purpose the set of questionnaires (including a cover
letter) appearing in Appendix D was prepared. As will be discussed below,the
development of a complete set of relatively structured questionnaires was

disconunuod.' primarily because it became apparent that such a set would be neither
feasible nor useful for purposes of the current study.

A corollary advaatage of the protocol was realized in its use in organizing and
analysing the data gathered and in assigning priorities in ongoing data gathering.
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*C. Data Gathering :
Except for the continued acquiring and abstracting of documerts, the main
form of dats gathering was interviews, in person or by telephone. These were
conducted in a relatively siraightfomrd manner as outlined below.

The individual to be interviewed was identified, in most cases, through referrsl
from a previously identified individual. At each initial contact, the interviewer
identified himself, identified the person who had referred him, identified the
sponsorship and purpose of the study, and indicated, generally, what kinds of
information were desired. In all but a couple of cases, the in:erviaﬁc 'cit'hu'
knew ahead of time that an inquiry wes going to be made or "understood” {mmediately
why he had been identified as a potential source. In 'a few cases, the j.dmtifiod
source (or a secretary or assistant) was able to immediately suggest an alternate
source who would be more "useful" for this purpose. In some cases, :ﬁe alternate
was interviewed, in others the initial source was interviewed, lnd. in some cases,
both. In none of these instances was there any indication that the first {dentified -
source wag either "brushing off" the interviewer or trying to avoid responding.

- Except in a few cases (where the source was opportunistically identified or was only
indirectly related to the subject), all sources were opén and cooperative. Ian most
interviews, the source would take the interviewer's opening identifying remarks as
the basis for describing the program and the several issues of interest. This
willingness and indication of preference in the form of the interview precluded (as
a matter of mutual choice) the use of the protocol as a formal method of organizing
the interview. The protocol was present during the interview (whether in person or
by telephone) and used to cross check for areas which might be overlooked. Usually,
the interviewee would bring up a factor (or a series of factors) in his descriptionm,
and questions or requests to amplify would be interjected to clarify or assure
coverage of the point as outlined in the protocol. There were several major
advantages -to this adaptive and open-ended format: 1) the interviewee's willingness
and cooperativeness was not dampened by the straightjacket weight of the protocol;
2) the interviewee's sense of the relative significance or importanc§ of the factors
or characteristics was obtained with minimum leading or contamination by the pre-
conceived notions of the interviewer; 3) factors or characteristics which were
overlooked or not sufficiently described in the protocol were uncovered; &) protocol
items which were not appropriate were avoided (and protocol items which were
considered not appropriate but which were were included; 5) 1less important protocol
items were more easily passed over or set aside.
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In all cases, extensive contemporaneous notes were taken, and later coded against
the protocol. In a few cases, copies of the written protocol (md copies of the
First Report) were given to. interviewees. In only a few cases vere parts of
questfonnaires completed. It seems clear that céupletian of at least the main
questionnaires would have provided additional ‘infomtion (and confirmatory
information for points covered in the interview); it seems equally clear that

* much of this additional information would be of less significance (and this would

be apparent to the interviewees who had already voluntarily provided the key
infomtion)_. Only if the study were directed to a comprehensive series of case
studies would the additional expenditure (and imposition on the interviewees) be
warranted.

It 1is expected that interviews will continue during the next phase, primarily in
two areas: 1) specific followup with prior interviewees to clarify or confirm
some critical point (some of these may be on the initiative of the interviewee);
2) additional interviews where some critical additional source or issue is
identified.

Overall the data gathering stage is considered successful, primarily because of the
knowledgeable cooperation of the interviewees. With a considerably longer period.
of time and iue extensive resources, it would be possible to use the information
received as an exploratory or pilot study and prepare a relatively complex and
structured set of protocols and develop a much larger set of interviewees (and
cover a much larger nunbcr of programs and issues). In terms of practical

usefulness and the stated okjectives of this exploratory study, it does not appear
that this would be useful.
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6. PRORLEMS ENCOUNTERED

As of this point, none of the problems encountered are considered to have
significantly ianterfered with progress on the study. The kinds of "problems"
encountered, whether anticipated or unexpected, and their immediate and expected
effect, if any, on the overall study will be summarized briefly.

The first problem, which was anticipated prior to initiation of the project (and
noted in the First.képor:,_ p.A-1),was the identification of sources (and programs).
Our preliminary listing (Table 2) in the First Report of programs (as well as the
other preliminary tables) includes several errors as well as omissions. It is :
expected that the errors will be corrected in the Final Report and some additional
programs will be listed. The corollary problem of deciding which programs should
be included (or excluded) is expected to be a continuing one. In additionm to the
few programs which are formally self-identified as using "leader/follower" and
which substantially incorporate the process as contemplated by ASPR (DAR) 4-701,

2 and 3, there are programs which meet only one of these "tests", there are
programs which are "potentially" leader/follower, there are programs extending
back at least to World War II where leader/follower in the ASPR sense (if not name)
was either used or was attempted, and there are significantly similar processes . S
which have been used in a, probably, very large number of programs.

The second problem, and one not clearly anticipated, was the variety in use, a
variety which makes comparisons inappropriate beyond the elements of second sourcing
and directed technical assistance in transfer, both being characterictics common to
many programs which would not oi:dinatily have any identification with leader/follower.
The major effect of this development was the early termination of plans to use a
formal and highly structured questionnaire as a backup survey instrument. The
instrument on "objectives" in Appendix D illustrates this problem. Even if onme
can assume that all of the several potential objectives are properly 1dentifi¢d.' the
set of possible respondents and any aggregation of their amswers would provide .
largely uninterpretable results. Individuals associated with a successful winner-
take-all buyout might properly ignore "assurance of supply." In contrast, a
procuring agency centrally concermed with its vulnerability because of dependence on
a single supplier might well consider cost savings to be a secondary issug. A
separate and compounding problem is that, at this point, it appears that an
intelligent assessment of the significance of a specific characteristic, e.g.,

technical complexity of the product,depends upon the context of other characteristics
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associated with the immediate program. This "problem" appears to be a fruitful one,

suggesting the potential importance of the work whizh is planned for the third stage
of this study.

In any study requiring interviews in the field, access to sources presents a
potential problem. There were several problems with access. First, identification
of sources, a problem which has been discussed elsewhere; the main effect has teen
to increase the time necessary to accomplish this task, and, and in some cases,
preclude timely contact. The second problem of access was in iﬁitm contact by
telephone; although summer vacations were expected to add delay, the major cause
for difficulty here arises apparently out of the fact that these are very busy
peoplé--travel:l.ng. in committee meetings, on the telephone; and some offices
apparently have an inadequate number of lines. This, again, adds time and cost to
the process. A third access problem relates to classified information. It was
anticipated that a current clearance would facilitate access, and the process was
initiated. As of the present the clearance has not been received (although expected
momentarily). The only known effects have been thé additional work required to
provide escorts at three facilities and the necessity for carefully extracting an
unclassified ‘excerpt from a classified document. It is probable, however, that
additional documents and a fuller description of contextual characteristics would
have been provided had the clearance been received. Whether this has significantly
affected the study is problematical. The final access problem which was
anticipated, was one of time and cost; only a limited number of sources could be
visited, with a similar but less constrained limit on telephone contact.

Similar to access, the prob]_.ul of cooperation is usually present in field studies,
and this was anticipated, particularly with respect to industry sources because of
the potential sensitivity of tﬁc information desired. It has been a delightful
surprise to be overwvhelmed with cooperation from both government and industry sources.
Every substantive source has been extremely cooperative, in many cases taking the
initiative in identifying key issues and other infomtioh important to the study.

In many cases the interviewer was unable to accept offers of additional information

and cooperation, and in most cases the interviewee volunteered to provide additional
information. This cooperation may be due, in part, to the pride of professionals in
their work, their interest in assuring that the study make a responsible contribution,
and, perhaps, 3 reflection of the independent (unbiased) narure of the study and the
interest and preparation of the interviewer.
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TABLE 1

PRELIMINARY LIST OF KEY WORDS AND PHRASES
N LEADER/FOLLOWER RELATED LITERA

Associate Contractor
Breakout

Company

Competition

‘Competitive Procurement

Competitive Reprocurement

' Component Breakout

Contract

Contracting Out
Co-Production Agreements
Co-Procurement

Directed Licensing

Directed Technology Licensing
Dual Awards '
Dual Sourcing

Education Order

Educational Buy

Follower

Industrial Base

Joint Venture

Leader .

Leader Company

Leader Company Procurement
Leader/Follower. .
Ladat/rouodqr Procurement
Multiple Squrce :
Paralle]l Procurgment T
Price Competition
Prime Contracting
Preproduction
Procurement :
Production
Reprocurement

Second Source

Sole Source.

Source ;

Source Sglection
Split Puy
Subcohtracting

Team wntractﬁ;
Technical Assistance
Technology Liceusing
Technology Transfer
Two Sources

NOTE: These terms and variations, e.g., contract, contracting, contractor,
may be used in various combinations, depending upon the retrieval
capabilifties of various indexing systems.

NOTE: This version of the table which appeared in the First Technical Report
as Table 1 has been revised to include "usage" in the title and by the

addition of the last entry.




A-18

INUERNATIONAL APPLIED SCIENCE AND TECHNOLOGY ASSOCTA” ES, INC.(IASTA)

uaaq sey ¢ 2[qel se 3xoday [EOFUYIIL 3ISATJ o3 U paaeadde yYoJym °]qe3 SIYI JO uOIsIaA TeuTlio Ayl

audpatal

BIISFABH-UFIIBH

jusunijsu] uswSTIOYN
{Kuedwo) uoayilfey

uwoyiezodio) aayskayn

Auedwo) 3jeidayy 129aH
Auedwo) 19mO0TT03

saayjo pue uoaylkey 11V
asnoySuyisoM 1IX

doayjaoN
{ 82380088y SI9puBs

*JANN

33ea2ayy Suysog
sojuweudq [eIdU3H

yoapasay SWEITITM
P104-00T¥4d
ou.—u:ol TTouuogon

338101y 83ysny

33ea027V se[8nog
Zueduo) iapeo]

Ssod WP T e, o RCR Al O 4R Bl

‘pauje3qo jou sem uojjewioju} Juedjyjulys
yoyym 103 1o a1qedjiddeuy aay3zja axe yojym sweaSoid jo uoj3a[ap Aq pue SUOFIDRAI0D IPN|dU} 03F pPasjAal

VA ‘BlIpuexaly

£330 1P3ISsha)

‘pueumio) swa3sAg IFY [BABRN
V) ‘sar28uy so
uojiezyuedip swaisks
S?TISSTH pue 2oedg

VA ‘elapuexaly

£31) 1e3I8L3) ‘207330

302f014 SJSSTW 28INa) Jujor
VA ‘®ETapuexaly

A37D 1e3Iskap ‘927330
399f01gd 21§SsIW 2sFnay Jujor

IV ‘@T11ASIUNy

puBuIIO) SSAUfpEIY
Tera23ey I[ISSIH Away °*s'q
IV ‘S11FASIuny

pueuano) ss3UFpeay
TeFI238K 2I6STH Away *S°q
IV ‘eT1FASIUNy

pusuaro) ssa3Ufpe3ay
1efI238H STFSSTH Away *s°f

HO" ‘9dVdM
UOJSFAT(Q swa3s8Lg [eIFINBUCI3Y

357330 weisoig

*ALOK

Jaume
3023014-3128 padueApy

waiskg 3I1F[123LS
UOFITS04 punols

31ISSTH 2SFNID

1030} TFSSIH 28INa)

waisfg
9TISSTH Yy23e[aTTFUS

wa1sfg
2T1SSTH uoldeaq

wa3sAs S[ISSTH MOL

Jeag uor1dafd 11 SAIV
weaBoig

INGHANNO0Ud FdAL ¥AMOT104/93GVA1 48 Ol (3140434 34V HOIHM SWVNOO¥d J0 ONILSIT

z A19VL

TIAWVS




INTERNATIONAL APPLIED SCIENCE AND TECHNOLOGY ASSOCIATES, INC. (IASTA)

APPENDIX B
KEY FACTORS INVOLVED IN THE LEADER/FOLLOWER PROCESS

Note: This appendix is a revision of the extended summary .
description which appearéd in the Second Technical
Report. It is based primarily on the extensive
’ interviews with personnel in government procurement
1 ; : and in industry but also draws upon other sources,
: such as the literature listed in Appendix E. It is
% organized in the form of major issues (or character-
istics, or factors), as follows:

T ODIGEEIVER s saiintssnnssosbamssnsasssnesavs D=k
2. Characteristics of the Procurement......... B=4
3. Reprocurement Data Base ......ccceeveeseess B=7
4, Characteristics of (Potential) Comtractors. B-10
5. Characteristics of Procuring Agency ....... B-13
6. Relation Between Government and Contractors B-15
7. Time and/or TIMING ..iscecscsscennssnssanss B=17
8. Rules and Regulationg ......ceveceeeeccesss B=19
9. Process and MethodS «...cscsesasesocssenass B=21
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1. OBJECTIVES
In a nominal sense, ASPR (DAR) 4-701 provides a listing of objectives,
one or more of which may be viewed as suggesting or justifying the use of ieader/
follower. With some rephrasing and ianterpretation it may be possible to consider
this listing definitive, at least for the "objectives" which are considered
initially by the procuring agency. Any discussion of objectives, however, is
considerably more ca-plix than this. The initial objectives of the procuring
agency may appcir in any of these variatioms: 1) the ststed objective for the -
record may be different from the "real" objective; 2) there may be a single
objective, a set of interrelated objectives, or a set of independent objectives;
3) objectives may be of equal or different weight; 4) different mdividnlh'or :
organizational elements may share or may differ omn objegtives. Over time chm
objectives may change, or may be modified to meet changes in circumstances or
requirements from higher echelons. Finally, these objectives may not include
_objectives of industry, other decision makers or stakeholders, and :hcyv-y not
include other objectives which may be affected by unintended (or unwanted) spinoffs
or side effects from the use of leader/follower. These types of considerations
appear pervasively in discussions with experienced individuals. By

The most important observation about objectives is that they have little mesning
out of context, and particularly in the absence of gcnc'iﬁcuion of specific
programs. While many, if not all, of the ASPR objectives have a universal
‘"motherhood and apple pie" type of desirability, in most if not all cases, the
Importance or significance and applicability of a specific objective is likely to
be dependent upon other factors, and particularly the nature of thn. procurement.
Significant cost savings gemerally require a large volume, long production rum with

sufficient lead time to qualify a second source;. shortening the time for ddliveg
may be a critical objective only where rno single company has or can acquire

sufficient capacity; and similar descriptions can be applied to other objectives.

From an analytical point of view, all of the several objectives can be subsumed as
requiring the achievement of a more proximal or intermediate objective--establishing
a second source. If there is any underlying objective in leader/follower, it is to
establish a second source. Further, what makes leader/follower differemt, if at all,
from other second sourcing methods is that it is a technique to achieve a more
specific oquctivc—facilita:. the process through which a second source becomes
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able to effectively compete and/or produce.

Io current or recent practice, there are several objectives which appear to be of
considerable importance. First, but not necessarily in importance, are objectives
relsted to cost. One form appears where the program {s sufffcfently well defined
and includes relatively large quantities over an extended production period. With
time to stabilize the product and to davelop and establish a second source, it was
considered feasible to obtain effective price competition on a large remaining
quantity on a winner-take-all buyout. Assurance of commonality, to varying degrees,
is an additional objective to be realized. Other obiectives, such as assurance of
supply or maintaining a production base (in the ‘future) do not appear to be
significant. Two additional. cbjectives which were (or could be) achieved are
ﬁpmcnnt‘t in the quality of the product and meeting socio-economic objectives
in the ares of facilitating participarion by disadvantaged enterprises.

Cost may mur in several other forms. Where, for other reasons, multiple sources
are required or.nnticip‘td. leader/follower may minimize the front-end costs of
second sources. More generally, the presence or potential presence of a competitor
is consldered to serve as a cost containment factor, particularly in the later
stages of the procuremeat cycle. Where assurance of supply is also a factor (or
objective), avoidance of costs associated with or growing out of delays in
reprocurement and with start-up may be realized.

Assurance of supply appears to be a second significant objective. This is sometimes
closely t‘el,atqd to assuring "early” delivery and to the various meanings of
mobilization base. In the simplest semse, the objective is to avoid dependence

upon a single source of supply. Voluntary or involuntary decreases in the capability
of a sole seuzce to meet requirements may result in interruptions or delays in
delivery (or changes in cost and quality). "Early" delivery is more likely to
relate to 1&@:&:10& on the uﬁacicy of the primary producer; mobilization base
relates wily, to the ability to respond to significant increases in demand. -

To some extent this objective {nteracts with cost and commonality.

Commonality is a gemeric term for a variety of related objectives. Most generally,
the objective {s to ensure that all of the items procured to perform a specific
function will not only perform the function interchangeably but are alsc inter-
changeable (or identical) for a nmumber of logistics purposes. This may simplify
training, operation, support, may improve performance, and ‘may effect cost savings.
Where this is the primary objective, second sourcing might, itself, not be preferred;

i
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only if second sourcing is required for other purposes or is otherwise anticipated
would this objective suggest leader/follower.

A number of other objectives appsar. At least in the later stages, there may be
interest in using leader/follower as a "test case" or an interest in "proving"
that it is a feasible and valuable techinque. Ome of the often unintended

! objectives which u realized is an improvement in the TDP (technical data package)
; = and in the quality of the product. A related objective is to “increase competitiom,”
or to increase the use of advertised over negotiated procurement. More gemerally,
there may be a strong interest in extending the period of "competitiom™ throughout
the life of the program to achieve various combinations of the above objectives.
Finally, the use of leader/follower may facilitate the socio-economic objective
of incmnin( participation by minority-owned or other disadvantaged firms,
particularly where special technical assistance is nocuutyAto ml?le them

- to p:;oducc and/or compete.

R i s

It should be observed that the feasibility of achieving these objectives in a
particular case, or the degree of achievement, is not necessarily clear. In
addition, there may be disagreements on how the objective is to be defined and on
i what are appropriate measures to use.
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2.  CHARACTERISTICS OF THE PROCUREMENT

There are several characteristics of the procurement waich, in ;:onjxmction
with other factors, particularly objectives, facilitate or limit the use of leader/
follower. However, it does not appear that any single characteristic, standing
alone, would dictate use or non-use of leader/follower. For convenience in
discussion, the characteristics will be presented in five categories.

The first category includes those characteristics which are related to the size of
the grocu:.dt. Quantity of items to be procured is, perhaps, the most obvious
form.” Very large numbers, particularly over an extended production (and use)
period, suggest the potemtial for cost savings through development of a2 second

- source and competing. Large numbers, however, may not provide a cost advantage

4f the unit price is viry low compared with the cost of developing the second
source. . Conversely, for very large items and a tight delivery schedule, relatively
small quantities may justify or require the use of leader/follower. This introduces
a second characteristic of size, the size of the individual item, e.g., a ship as
compared to an ammunition round. Combining size of the individual item with the
total quantity of items results in a third size characteristic, the total dollars
involved. Total dollars in the program will affect the willingness of the procuring -

agency (and industry) to devote resources and attention to developing and using
"extraordinary measures."

The second category Zncludes the relationships of the procurement or program to
other programs, both competitive and cooperative. From a mission-requirements
point of view, a program may range from one of many competing programs to,
essentially, a "sole source” to meet the requirement. If the program is in
competition with altermative programs, leader/follower may provide a competitive
margin in one of several ways: 1) assurance of supply, either in meeting critical
delivery requirements or in maintaining an inventory position over an extended
period; 2) prospects for cost containment and/or minimizing overall cost; 3)
prospects for obtaining the "best" initial performance, for early proofing of
procurement data, and for achieving commonality to minimize logistics costs through
the addition of the follower's engineering and production resources to those of the
leader. Conversely, a competitive position may preclude the introduction of the
additional burden of developing a second source.

Where the program is, itself, in a "sole source" position, it would appear that
the effect upon the use of leader/follower
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4 is similar to that which arises out of the relationship of the program to other,

t ~ cooperative programs. Cooperative programs (or programs which are not dlrectly
- compstitive) are of two kinds. First, programs where there is a periormance (and
: i time) interface. Iwhco the program provides a compoment which becomes part of

another program, e.g., high technology ejection seat, the other program may

; introduce performance, time, or cost requirements which may either facilitate or

- limit the use of leader/follower. Second, there are programs in & more general

> sense, e.g., logistics, training, maintenance, cost contaimment, maintaining or
encouraging competition, which may suggest or require the use of leader/follower.

5 The third category relates to techmology, and, particularly, high technology.
There appear to be at least two different technology-related character.stics:
first, how "high" the technology is, and, second, to what degree the technology is
"divisible." "High teclmology" is not, in this context, a simple, abstract metric. -
The characteristic of the technology which is used which affects lesder/follower
- is the difficulty in transferring the technology to a second producer. In the
extreme case of a techmology so new and difficult and complex that the developer is
& hard pressed to put it into production himself, leader/follower may delay initial
production and may nmot, in additiom, achieve, within practical limits, time and
cost objectives. In other cases, there may be several suppliers in a high
~— technology area who are capable of producing based upon available reprocurement
data and "reverse engineering."” It would appear that leader/follower is primarily
= applicable in a "middle area" where active assistance from the leader to the
follower can, in comparisom to no assistance, accomplish one or more of the
b following: 1) decrease the time to production for the follower; 2) decrease the
front end costs to the follower; 3) decrease or eliminate differences in performance
and/or design; 4) increase the ability of the follower to price competitively.

The second techmology characteristic relates to M!, and this takes several ]
forms. Within a program, different items may be required in greatly varying g
I quantities; for example, a satellite communication system may require a small number 1

of satellites and a very large number of ground (or user) stations. If the
technology is such that the interface can be specified, it may be possible to
"breakout"one part for leader/follower. More generally, thn‘ca{nbility to '"breakout™
is, itself, a potential form of second gsourcing, whether using leader/follower or
not. If capacity to meet schedules or assurance of suppiy is the objective, second
sourcing at the prime level will not necessarily meet the objective if common
subcontractors are used; conversely, second-sourcing key subcontractors may achieve

: £
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these objectives with a sola prime source. Divisibility of the technology must
also de considered with respect to the various stages of the development, test,
production, and use process. Concepts associated with terms such as "wooden rounds"

and "black box" enter here. If Performance interface is the oaly requirement, e.g.,
ammmnition, the use of leader/follower may be limited to interface specification

and testing. 1If, however, maintenance or repairability (or other logistics
requirements) dictate commonality within the "black box", a much greater level of
leader/follower assistance may dbe required.

The fourth category relates to stability. Early establishment of program require-
ments and reasonable continuity during the phases, at least up until production is
established, incresses the ability to assess the applicability of leader/follower
and, where indicated, to introduce it into the program plan. This appears to bde
particularly true with respect to quantities to ba produced and delivery schedules.
Fluctuations in quantities or delivery schedules may make it difficult to estimate
potential coat‘ savings (the difference between cost of establishing a second source
and the cost udv'nnngo of competitive production procurement) or to introduce
leader/follower early emough to meet schedules. More, generally, industry interest
{n a program and its ability to plan its participation is affacted, in part, by | -
expectations as to whether the quantity to be procured will be sufficient to offset
its participation in the development as a leader (and, in some cases, as a follower).

The fifth, and last, category relates to importance or visibility. This characteristic
is, to some extent, a function of other characteristics, particularly program size;
however, a relatively small program may have high visibility because it represents an
exciting techmology, is a critical component of other programs, or has attracted
attention from some important decision-maker or stakeholder. Assurance of supply of
some critical component necessary to the operation of a major system may require the :
development of a second soyrce evean where there may be reasonable differences of :
opinion on the risk. Consideration (or initiation) of leader/follower may attract
attention and create a new "objective", making the procurement i{nto a "test case"

of lodorl!olimr. It appears, at least in some cases, that program managers
prefer to avoid visidility during the planning and implementation of laader/follower
in order to maintain some flexibility and to prevent premature evaluation. During
the early stages, where there may be some uncertainty about feasidbility or the
outcome, neither government nor industry personnel are interested in prejudging.
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3. & ‘A _BAS

If there is one single characteristic (given a decision to establish a
second source) which determines the use (or non-use) of leader/follower, the
Ireprocurement data base is the most likely candidate. If there is (or is expected
to be) a reprocurement data base, or technical data package (DP), sufficiently
complete to allow a second source to effectively compete and/or produce, the
"extraordinary" method of leader/follower is unnecessary. If, at the other
extreme, the TDP is so difficult and complex to produce that even the assistance of
the developer will not provide sufficient information for effective ca-pcei.tion and/
or production by a second source, leader/follower will be ineffective. Ouly where
assistance from the developer-producer (leader) is needed to supplement the TDP and
will (or is expected to) emable the follower to compete and/or produce effectively
is leader/follower necessary and/or desirable. It should be noted that the conditions
under vhich the above statements are applicable vary according to the objectives to
be obtained and, in most cases, according to a number of other factors. For example
to achieve cost savings, the ability of the second source to compete is as critical
as his ability to produce. To emsure commonality, the ability of the second source
to produce an identical item is critical. And to achieve assurance of supply, only the
ability to produce by the second source is critical. Similarly, the completeness
of the TDP may be a function of the technology involved, the ability of the developer
to produce the TDP, the willingness of the developer (and/or the ability of the
procuring agency to conpol him to do s0), and the capability of the second source.

It has been suggested that a "gocod" TDP must be available to use leader/follower.
While it has not been determined what this means, there are several possible
interpretations. If the developer has not stabilized his design, i.e., he is still
developing the item, or he is still making changey to improve its producibility, or
he has not converted his engineering or shop drawings into a form intelligible (and/
or available) to others, attempts to provide assistance to a second producer may be
premature. The concept of "proofing" the TDP is used to mark the point (if there
is such a point) where the design is stable and is represented by a "good" TDP.
Proofing may take several forms: 1) parts from which the TDP was produced can be ]
tested for serviceability, maintainability, etc., and against various specificatioms; ,7
2) parts can be produced, using the TDP, and tested and examined as above; 3) the i
leader and the follower can exchange parts, TDP, and testing to see if any of the
three produce different results. The whole area of proofing the TDP is of sufficient
importance that there are programs and processes directed to this which provide a
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base or reference point for the special problems introduced by ludof/follover.
This may also reflect a special concern with assuring that the production item
(whether original or second source) meets all of the government's requirements.

One way of increasing this assurance is the taking control by the govermment of
configuration msnagement and the data package. If second sourcing occurs after this
poiant, it is less likely that further changes will be required (or precluded).

An interesting effect of leader/follower on the quality of the TDP (as distfnguished
by the obverse) is that, at least sometimes, leader/follower results in a better
TDP. The original producer may find it unnecessary to develop a complete TDP in
order to produce; the second producer, however, ordinarily finds it mecessary to
‘ discover the errors and omissions and, in this way, it is possible toc achieve a
I "clean" or "good" TDP which can be used by a third source, or others who have use -
for the TDP. Achievement of a "good" TDP may serve purposes other than reprocure=-
ment. The TDP, or parts of it, may be used for various logistics purposes—
provisioning, maintemance, invemtory, training, etc. As distinguished from
establishing second sources to meet program requirements, a good TDP may advance
socio-economic objectives through facilitating qualification of minority or other
disadvantaged companies.

Related to TDP is the separate question of: rights in data, proprietary data and
rights, and the like. Where the government has obtained rights in the TDP there

may still remain questions concerning shop rights and proprietary processes or
knowhow, Even where there is no question of ownership, the developer may be

either unwilling or unable to incorporate all of the necessary technical information
in the TDP. A related problem is timing; even if the developer is willing and able
to incorporate all of the information into the TDP, he may not be able to mcdpluh
it in time for use by the second source. Where the TDP does include (or would be
required to inciudc’ to be complete) proprietary data (or knowhow). provisions for ;
assistance (as required by leader/follower) will need to include not only recompense
for the time and effort ekpcnded but also for the value of the proprietary information
provided. This is, conventic¢nally, a matter of licensing which may be considered
either an alternate to or am alternmative form of leader/follower.

, In general, the transfer of technical data from leader to follower may range from a
very difficult (or impossible) problem to a normal business practice. In some
industries, such as major air weapons systems, transfer of technology to and from
subcontractors is a normal incident of the business and may present no unusual problems
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in accomplishment (although the imposition of the requirement and the implication
for future competitive reprocurement may introduce problems). In some h:ld\
technology areas, particularly where market uncertainties have resulted in a very
thin technology base, there may be no more than one company capable of developing
and producing a particular item without a long learnming and buildup period.
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4. CcS C
This characteristic apparently presents few initial problems in considering

whether to use leader/follower, but is considered an important characteristic and,
during the course of carrying out a leader/follower, these characteristics mav
become critical. Except where the characteristics of a potential (or present)
source provide the reason for using leader/follower, the characteristics desired
(or required) in potential leaders (and followers) are apparently mot considered :
significantly different from those which are required in comparable non-leader
procurements--interest in and capabllity of developing and producing.
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