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Summary

To satisfy requirements in the fiscal year 2002 National Defense
Authorization Act (U.S. Congress, 2001) to improve the acquisition
of services by the Department of Defense, the Air Force established a
Program Executive Officer for Combat and Mission Support
(AFPEO/CM) who is responsible for management and oversight of a
well-defined portfolio of Air Force services acquisition activities. This
office is the single point of contact for Air Force services acquisition
inquiries and is also responsible for developing long-range plans for
cost-effective acquisition of services.
To fulfill its responsibilities, the AFPEO/CM needs metrics to
help it monitor compliance with statutory requirements, needs to respond to congressional inquiries about specific acquisitions, and
needs to effectively manage Air Force services acquisition activities
and organizations. RAND Project AIR FORCE was asked to help
develop a portfolio of “overarching” measures that will allow the
AFPEO/CM to assess the health of Air Force acquisition activities,
diagnose problems, and target improvement efforts. This report describes our recommendations.
To help develop this portfolio of metrics, we considered the experience of commercial firms, which have long had a “strategic” view
of purchasing direct materials (goods) because they are direct inputs
to production, but have only recently explored applying such approaches to purchasing services. Through interviews with wellrespected chief purchasing officers and other executives involved in
service acquisitions, through conference participation, and through a
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review of the business literature, we found that commercial firms are
beginning to manage their service acquisitions in a manner similar to
their acquisition of direct materials. That is, commercial firms are increasingly making use of commodity councils (cross-functional
teams) to develop purchasing and supply management strategies for
services and are developing and using performance metrics, similar to
those used for goods, to manage their purchased services and their
purchasing organizations (pp. 11–12).

Purchasing and Supply Management Strategies
Ideally, corporate objectives flow down through the purchasing organization and are supported through formal strategies for individual
commodity groups, as well as personnel incentives. Strategies are
based on intensive market research and assessments of internal demands for services. Because of the many facets of purchasing and
supply management strategies, commodity councils typically include
a variety of experts such as representatives of user groups, experts in
purchasing/acquisition, and experts in the particular service industry.
Industry experts or other stakeholders, rather than procurement personnel, may be tapped to lead commodity councils (pp. 11–17).

Commercial Approaches to Metrics
Commercial firms rely on results-oriented metrics that focus on how
acquisition activities support corporate objectives to manage their
service acquisition activities. The categories of results-oriented metrics
that appeared most often in our research include cost, quality, supplier satisfaction, implementation of new initiatives, and special interest items. In addition to these results-oriented metrics, commercial
firms indicated that management metrics that track internal customer
satisfaction, personnel training and retention, and ethics violations
are also important. Selected metrics are reported to top-level executives on a regular basis (pp. 19–35).
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Developing a baseline for these metrics and then tracking them
over time present challenges for many firms. Some firms have
adopted new management information systems to collect and organize the data for their service acquisitions and have implemented surveys to collect additional data such as supplier satisfaction and customer satisfaction with purchased services, the purchasing
organization, and its processes (p. 34).

Recommendations for the Air Force
While not a commercial firm, the Air Force can learn from commercial firms’ experiences in managing its service acquisitions. We recommend a balanced portfolio of performance metrics for the
AFPEO/CM based on the six major categories of metrics discussed
above (pp. 37–50). These metrics are listed in Table S.1.
As with commercial firms, populating these metrics will be
challenging for the Air Force. Some of the required data, such as contract costs, exist in Air Force contracting data systems. However, we
have concerns about the integrity of these data and their usefulness in
determining what services the Air Force purchases (Dixon et al.,
forthcoming). The Air Force will need to implement new data collection procedures for many of the required data, particularly supplier
and customer satisfaction data (pp. 38–50).
Because of commercial sector successes and limited federal government experience with centralized purchasing strategies, we recommend the Air Force adopt a centralized, strategic approach linked
to Air Force objectives for managing its purchased services. Proposed
Department of Defense–wide commodity councils for selected categories of services are a step in this direction. Given the diversity of
service users and their requirements, it will be important to include
all-important user groups in the process of developing strategies for
categories of services. Other key stakeholders such as small business
advocates should be included in the process as well. The Air Force
will need to reinforce these efforts with leadership support and incentives that are aligned with Air Force objectives (pp. 50–54).
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Table S.1
Proposed Portfolio of Metrics for the AFPEO/CM
Metrics Category
Cost

Potential Metrics
Change in costs versus change in market index
Actual versus projected post-study costs for recently
completed A-76 studies
Procurement return on investment

Quality

Customer satisfaction with purchased services
Reliability or continuity of services

Supplier satisfac tion

Supplier satisfaction with doing business with the Air
Force

New initiatives

Process and outcome metrics for specific initiatives, which
may include
• purchasing and supply management
• management and oversight of acquisition of services
process
• customer education

Special interest

Compliance
• Percentage of service dollars and contracts awarded to
different categories of small businesses
• Percentage of service contracts that are performance
based
Other
• Percentage of A-76 studies or slots that were successfully competed within the required time frame
• Number of protests resulting from A-76 awards
• Percentage of key staff for A-76 studies that remain in
their jobs throughout those studies
• Percentage of provider personnel that remain in their
jobs for a given period of time

Internal management

Internal customer satisfaction with the Air Force purchasing process and personnel
Percentage of dollars associated with purchases executed
outside the Air Force’s preferred strategy (i.e., maverick
buying)

