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UNIT 6

MARKET RESEARCH

OBJECTIVES:

a. Explain the purpose of market research

b. Discuss the process of completing market research

c. Identify techniques and information sources for market research

6.0
Chapter Introduction

As discussed earlier, part of the responsibility of the BRAG is to develop an initial or basic needs statement into a comprehensive service contract that fulfills a government requirement.  But how do we reach the goal of a comprehensive contract?  The initial needs statement delivered by the functional user is often only an idea of what he or she believes will support the requirement.   Market research is the tool the BRAG uses to define the need, and ensure the need is met throughout the life of the contract, at a fair and reasonable price to the government.  Before we move into the purpose and process of market research, let’s first look at some significant definitions.
Definitions 

Market Research

Market research is not a new idea.  We as consumers have always done some sort of  “window-shopping,” before making any purchase.  It is the process of collecting and analyzing information about capabilities within the market to satisfy agency needs.  In government procurement, market surveys have been a part of acquisition planning for years.  However, in recent years, the role of market research has grown with legislation such as the Federal Acquisition Streamlining Act (FASA) and revisions to the Federal Acquisition Regulation (FAR).   These changes emphasized the importance of procuring commercial items and services.  The best way to understand if the commercial marketplace can support the government’s requirements is through valid and meaningful market research. 

Commercial Item/Service

A commercial item is any item or service of a type customarily used for nongovernmental purposes that 

1) Has been sold, leased or licensed to the general public, or

2) Has been offered for sale, lease, or license to the general public.

Commercial items are not limited to just those items currently available to the general public, though.  If an item or service will be available in the marketplace, it may be considered commercial.  Commercial items are not limited to just supplies.  For instance, the maintenance of a piece of machinery that is or will be available to the general public may be commercial. Services are commercial if they comply with the above definition, or are in support of a commercial item.  Other commercial service examples are installation of and training on commercial items.  

Commercial items also include any item that has evolved from a commercial item through technology or performance, or is a modification of a commercial item.   The modification can be either 1) A modification customarily available in the commercial marketplace, or 2) A noncustomary minor modification made to meet the Government’s requirements, which does not significantly alter the nongovernmental function or characteristics of the item.  

Nondevelopmental Item

A nondevelopmental item may also be determined a commercial item.  A nondevelopmental item is any previously developed item of supply used exclusively for governmental purposes by a Federal Agency, a State or local government, or a foreign government with which the United States has a mutual defense cooperation agreement.  The item is commercial if it is developed exclusively at private expense and sold in substantial quantities on a competitive basis, to multiple state and local governments.     

6.1 Purpose of Market Research  

The primary purpose of market research is to determine if commercial items will meet our needs.  However, there are several more reasons why market research is so crucial to the acquisition process.  Market research is essential in:

Aiding the justification for other than full and open competition.  In accordance with FAR 6.303-2(8), the Justification and Approval (J&A) document for other than full and open competition shall include “a description of the market research conducted and the results or a statement of the reason market research was not conducted”.

Performing acquisition planning.  In accordance with FAR 7.102(a), agencies shall conduct market research as part of acquisition planning “to promote and provide for the acquisition of commercial items . . . and . . . full and open competition.”  In accordance with FAR 7.105(b)(1), market research is to be specifically addressed as part of the Acquisition Plan.

Specifying or describing agency needs.  In accordance with FAR 11.002, market research should be conducted to aid agencies in specifying their needs in a manner to promote full and open competition to the maximum extent practicable and to only include restrictive provisions or conditions as authorized by law.  In accordance with FAR 11.103(c)(3), criteria for demonstrating that an item has achieved commercial market acceptability should be supported by market research.  Also, in accordance with FAR 11.104(a), market research should be used in support of the reasons as to why agency requirements have to be written so as to require a particular brand name, product, or a feature of a product, peculiar to one manufacturer.

Determining if commercial items or services are available to fulfill a government need.  Title VIII of the Federal Acquisition Streamlining Act of 1994 states the government’s preference for procuring commercial items and services.  This is reinforced in FAR 12.101(a).  Below are a number of reasons beyond the regulatory/statutory requirements for using market research in procuring commercial items and an explanation of the importance of each area. 

· Identify and define the government requirement 

The functional representative provides a basic or initial needs statement to the BRAG.  The BRAG then uses market research to further develop and define the needs statement into the requirements or Statement of Work. Part of market research is also considering whether the government can change the requirement to better fit what is available in the commercial market and still be able to meet the needs of the mission.  

· Comply with the maximum extent practicable to commercial practices

Complying with commercial practices goes further than just buying commercial items.  Commercial practices that should be identified in building a solicitation include, but are not limited to:

· Commercial performance standards,
· Delivery time, 
· Payment methods, 

· Contract types, 
· Contract terms and conditions,
· Financing methods, and 
· Surveillance methods.  

Market Research is an ongoing process throughout the life of a contract.  The information above should be evaluated as commercial practices change to ensure the government is still getting the best deal available.  If changes do occur in the marketplace, the BRAG should consider contract modifications, partnering with the contractor to find a solution, or re-soliciting for a new commercial requirement.  Some programs will require more continuous market research than others after award of the contract.  For example, those programs that involve constant technology changes, such as software or computer development/upgrades/ training/maintenance, would involve more continuous market research after award compared to less technology-impacted programs, such as base custodial services.  For the less technology-impacted programs, you may simply do some “refresher” Market research prior to the award of the next option.

· Ensure acquisition of commercial items promote full and open competition 

FAR Part 7 provides guidance on conducting market research in the acquisition planning stage “to ensure the Government meets its needs in the most effective, economical, and timely manner.”  If the BRAG performs market research in determining the government’s needs and models the solicitation in accordance with commercial practices, vendors will be more likely to bid at competitive prices.  In the past, the government has had a reputation of being “difficult to work with.”  Lengthy specifications and the increased administrative effort it took to work on government contracts came at a price premium to the government.  The aim of adopting commercial products and practices whenever possible, is to move away from the higher prices, encourage competition and achieve maximum efficiency in every buy.  
· Open lines of communication

Communication is crucial between the government organizations involved in the acquisition as well as between the government and industry.  Market research begins with the BRAG, as all parties involved in the acquisition come together to define the best way to fulfill the government need.  This starts with everyone on the BRAG having a clear understanding of the government need.  
Market research also enables the government to establish an open dialogue with industry.  This is done before a solicitation is put out on the street.  Working with industry as the requirement is developed saves time and money later in the acquisition process.  Vague requirements are defined with the help of sellers in the marketplace, and government questions can be answered firsthand by the experts in the market.  Lines of communication can also be opened between small business concerns and the government to broaden the potential contractor/vendor base in government contracting.  From the beginning, the government must team with as many vendors as possible to get a broad sense of what is available in the market to develop the most efficient and effective requirement package and contract possible.  

· Determine Small Business presence in the market

Requirements can be set-aside for small businesses if it is determined before solicitation that there is a large enough small business presence to ensure competition.  Programs such as the Small Business Association’s 8(a) and HUBZone programs should also be explored in analyzing the market and vendor base.  It is strongly suggested that your wing’s or organization’s Small Business Specialist be a participant on the BRAG while conducting Market Research.

· Increase efficiency of government contracting

Budget and manning cuts no longer allow the government to work inefficiently.  By adopting commercial items and practices, we are joining a market that is profit-driven.  Conforming to those market practices means acquiring products that are developed efficiently by the nature of the market.  It also ensures that the government remains on the cutting edge of technology, and up-to-date in all requirements.

6.2 Process of completing Market Research


Start with a description of government need

The functional specialist is responsible for bringing the requirement or basic needs statement to the BRAG when the need is first realized.  The requirement will then be refined by what is found in the marketplace.

Determine if Market Research is required

Some level of market research is required for all government acquisitions.  Market research must be conducted appropriate to the circumstances:

(1) Before developing new requirements documents for an acquisition by that agency; 
(2) Before soliciting offers for acquisitions with an estimated value in excess of the simplified acquisition threshold; and
(3) 
(3) Before soliciting offers for acquisitions with an estimated value less than the simplified acquisition threshold when adequate information is not available and the circumstances justify its cost.
Market research is an essential element of building an effective strategy for the acquisition of commercial items and establishes the foundation for the agency description of need, the solicitation, and resulting contract.  The description of agency need must contain sufficient detail for potential offerors of commercial items to know which commercial products or services may be suitable. The statement of need should describe the type of product or service to be acquired and explain:

· How the agency intends to use the product or service in terms of function to be performed
· Performance requirement, or
· Essential physical characteristics. 
By following these guidelines, we allow offerors to propose methods that will best meet the needs of the Government.

Determine who will conduct market research

In accordance with paragraph 1.2.5.3 of AFI 63-124, the BRAG is responsible for conducting market research.  Each BRAG should assign duties to the most appropriate personnel.  Market research involves gathering information on:
· The requirements and how they are written
· The contractors/vendors quality controls and standards, 
· How the contract is written, and
· What industry terms and conditions are standard.
As you can see, market research involves both the technical/requirements aspect of the program and the business/contract aspect
.  Therefore, when conducting market research, whether it is face-to-face or over the phone, a team of individuals covering the requirements and business aspects of the program should participate.  All findings will then be brought back to the BRAG for analysis and requirements generation/refinement.  The following is guidance on who may be involved as members of the BRAG.  (It should be noted that this is not necessarily a complete list of your choices of who may participate.  The BRAG should include everyone that is necessary to provide input or experience in developing the acquisition.)

Technical Specialist/Program Manager. This is the functional representative on the BRAG.  He or she is usually the most familiar with the requirement, having developed the basic or initial needs statement presented to the BRAG.  As the technical expert, it is recommended that they be responsible for research on the specific requirement.  They will also be able to best provide input on whether the government can change the requirements to more closely reflect the commercial marketplace and still meet the wing’s or organization’s mission.

End-User.  Sometimes one of the same as the technical representative, the end user plays an important role in deciding what trade-offs can be made between the commercial items available in the market and the government’s requirements.  They will help define the amount of risk the government is willing to accept in relying on commercial vs. government specifications, and in acceptance of the performance and quality standards found in the marketplace.  
Legal Advisor.  The legal advisor plays a role in determining if commercial practices or terms and conditions conflict with the government’s rights.

Cost/Price Analyst.  The cost/price analyst is instrumental in evaluating different commercial alternatives from a cost/price standpoint.

Contracting Representative.  The contracting representative researches contracts in the marketplace to determine commercial contracting practices, such as commercial contract terms and conditions, contract type and bid schedule breakout.
Quality Assurance Personnel.  QAP research common surveillance or quality control methods.  

Others.  Other personnel from outside your organization may also be used because of the expertise in certain areas that affect your program.  Some examples include Defense Logistics Agency (DLA), Defense Contract Audit Agency (DCAA), Defense Finance and Accounting Service (DFAS), Defense Contract 
Management Agency (DCMA), Environmental Protection Agency (EPA), Federal Communications Commission (FCC) and Federal Aviation Agency (FAA).

What information should be determined through Market Research?

Overall, market research is about collecting information to get a snap shot of the industry.  You are trying to gain insight and understanding of the industry as a whole.  Market research is not about getting information that is specific to one contractor/vendor. Nor is it a new way of getting proposal information from a specific contractor/vendor.  The best way to collect information about the industry is to determine and contact the industry leaders, because they establish the industry standards.  
Information that should be attained or determined through market research includes:

Commercial Determination…Is the item or service

a.  Common commercial marketplace item, or
b.  Modification of a commercial item, or
c.   An exclusively governmental item?
NOTE:  You also need to consider whether you need to modify the government’s requirements to take advantage of using a commercial service to meet the requirements, provided you can still meet the Wing’s or Organization’s mission.

Statements of Work/Product Descriptions: Use samples from the market place to develop/refine your own solicitation.

Industry Standards: Can industry practices, performance standards, and quality standards be adopted from the commercial market and incorporated into the SOW and Quality Assurance Plan?

Contract type: Firm fixed price, cost-reimbursement, time and material and labor-hour?  How much risk is the market willing to accept?

NOTE:  The only contract types allowed for commercial item acquisitions are firm fixed price or fixed price with equitable price adjustment.

Contract financing: What type of financing, if any, is common to the industry (advanced payment, interim payment or delivery payment)?

Vendor Base: Do large companies dominate the market, or is there enough small/women-owned/disadvantaged businesses available to solicit a full or partial 
competitive set-aside?  Are there any HUBZone or 8(a) businesses available?  www.sba.gov/hubzone/
Quality Assurance/Control Methods: What methods (ISO 9000, 100% inspection, random sampling, customer complaint), how often and at what points in the process does the industry typically perform quality checks?

Terms and Conditions: Are there any standard contract terms that should be added under any of the FAR Part 12 commercial clauses?

Evaluation Criteria: What evaluation criteria do contractors/vendors, who have the same or similar requirements as the government, use to evaluate and select their awardees?

What do I do with the information obtained through Market Research?

Commercial determination.  The Contracting Officer has the responsibility of making the determination as to whether the service the government is acquiring is a commercial service or not.  Everyone on the BRAG provides input to that determination through the Market Research process.  Determining whether the service is commercial or not has certain implications as to how the contract document is written and how many additional administrative requirements are thrust upon the contractor/vendor above and beyond the standard industry administrative requirements.    

Complete the requirements package.  Integrate commercial practices into your requirements package, if it makes sense to do so.  Commercial practices may not always give you the results you need to meet your mission.  Write the Statement of Work using standard commercial language and standards to the greatest extent possible.  We have found many instances when a Statement of Work is written in “governmentese”, there was unspoken confusion regarding exactly what the government was asking for. Then, when it comes time for the kick-off meeting, we find out that the government is talking apples and the contractor is talking oranges.  Often times this has a direct cost impact to the contract because of the miscommunication.  
NOTE:  The main thrust of AFI 63-124 is to write performance-based or outcome-based requirements.  If standard commercial language relative to a particular step, process or function is not written in “how to” language, but is necessary to be included in the requirements, market research should provide support of writing this portion, as such.
Define the competition level.  Will the solicitation be full and open or some type of set-aside?

Develop the QASP.  Use commercial surveillance methods and standard contractor-developed metrics as much as possible. 

Write the contract.  If you are writing a commercial contract, then you should try to copy the commercial contracts for that industry as much as possible.

It’s imperative that you 
evaluate the requirements throughout the life of the contract to ensure the requirements are being met efficiently and effectively.
6.3
 Suggested Market Research techniques

What are some Market Research techniques?

Once the BRAG convenes with a basic or initial needs statement, how do they actually do market research? 
There are no required procedures for performing market research because market research is not a checklist process.  You need to tailor your approach for market research for each particular requirement.  The following is just a suggested approach to market research:

Market Research Group Organization.  The group responsible for performing market research is the BRAG.  This group should include at least one representative from all functional areas that are impacted by or responsible for the acquisition, including any advisors or experts who can provide input as to the adequacy of the commercial industry’s capabilities to meet the government’s technical and contractual requirements.  A leader should be nominated within the Group to facilitate the meeting sessions, assign duties, and track the schedule.  If needed, the leadership responsibilities may change to another person if the emphasis of the market research changes (i.e. from the technical aspects to the business of the acquisition).

Develop Sources of Information.  Information sources are those locations/groups/publications, etc. where you may be able to find specific contact 
points to approach in order to conduct market research (i.e. yellow pages, internet, industry associations, trade journals, sources sought synopsis, etc.)  Developing sources of information can be accomplished through group brainstorming.  This may require more than one brainstorming session.  The market research group should define a list of sources, and eventually narrow these sources down into government, industry, or vendor contacts that can provide specific information on the requirement.  Narrowing the list down may require individuals within the group to split up the list of sources to further research on their own in order to find some viable contact points.  Some techniques that can be used to gather information are:

· Contact knowledgeable individuals in the government and industry.  Exchange best practices, acquisition strategies, past performance information, etc.

· Obtain source listings:  Yellow pages, Internet 

· Review the results of recent market research: Business Solutions Exchange website

· Query government and commercial databases 

· Publish formal requests for information (Commerce Business Daily/Electronic Posting System)

· Review vendor publications/catalogs

· Host pre-solicitation industry exchanges

Develop market questionnaire.  The group should then develop a survey of questions that can be distributed to the entities on the source list.  Any terms and conditions that you want to include in a contract should be addressed as part of your market research.  Then, if the terms and conditions are found to be inconsistent with customary commercial practices, you are required to get a waiver from the HCA. The survey or questionnaire can also be built using brainstorming.  Questionnaires, whether mailed or faxed, should contain a personal contact and number.  A sample questionnaire is provided on the proceeding page(s).

Sample Market Research Questionnaire

PROJECT: Protective Coating Services
Please answer the following survey and return to 



at 

.
Contractor: 






Address:






                        





Phone/Fax:






1.  Do you perform any of the following protective coating services?


a. _____ MAJOR EXTERIOR ROOF PAINTING



b. _____ EXTERIOR PAINTING





c. _____ INTERIOR PAINTING


d. _____ TRIM PAINTING


e. _____ REPAIR WALL SURFACES


f. _____ STREET/PARKING LOT/CURB PAINTING


g. _____ AIRFIELD RUNWAY & TAXIWAY & RAMPS

2.  Do you provide Protective coating services on contract?  If yes:

 
Type of contract (fixed price, IDIQ, time and materials, etc):

Duration:

Please include a copy of the contract with this survey.

3.  Are there any contract terms and conditions specific to the industry? (payment, financing terms, etc)

4.  Is there an industry standard guide?  If so, please provide a copy.

5.  What quality assurance methods (100% inspection, customer complaint, etc) and quality standards are used?

6. Any other pertinent information?

Assign contacts to subgroups.  


Divide the search between subgroups of your Market Research Group or BRAG (including at least one technical oriented and one business oriented person within a subgroup), and set a date to meet and combine information.  Sometimes a Market Research Group or BRAG is not big enough to split the work up into subgroups.  If that is the case, then the Group should perform the market research as a unit.  The reasons why you are strongly encouraged to perform market research as a unit is: 1) Not every person in the Group or subgroup can address all aspects of the subject matter to be covered by the market research in the depth that is required (i.e. technical specialists do not often have the knowledge to ask additional or clarifying questions relative to terms and conditions and contracting personnel do not often have the knowledge to ask additional or clarifying questions relative to technical issues); and 2) there is a higher probability that all of the issues/questions can be addressed a one time without having to repeatedly approach the contractor. 

You can decide at this point if you want to rely on phone and Internet contacts, or decide to take a more hands-on approach, such as using site-visits or industry-exchange conferences.  Contractors/vendors tend to be more responsive and forthcoming with information when personal contact is made.  The level of interaction will depend upon the dollar amount, complexity, and the procurement history of each requirement. 
Gather information. 
Remember, set a time-line, and be willing to convene the Group and set a different course of action if information you discover in your research points you in a different direction.  Use the market research information gathered to write your statement of work (including the SDS) and QASP; and to define contract type, terms and conditions, bid schedule and proposal information to be requested.

NOTE:  If the contractor gives you proprietary information, you are required to protect it as you would with any proprietary information submitted as part of a proposal IAW FAR Part 3.

Document all information in a Market Research Report.  
The AFLMA Market Research Guide gives a list of suggested items to include in a Market Research report.  These topics include:



1. An explanation of the acquisition’s background, including its purpose and any special features.

2. An identification of the market research team members (at a minimum, the buyer and the requirements official or technical specialist).

3. A description of the agency’s needs, in terms of their function, performance, and/or essential physical characteristics.  This section should also discuss possible alternatives or modification to the needs statement or to the potential for trade-off analyses).

4. Identification of the desired or required schedule for the delivery of the end items.

5. An explanation of the methodology that was used for completing and refining the lists of potential suppliers, including the number of firms that were contacted and a list of the suppliers in the final consideration.

6. A summary of the industry sources that were contacted and the types of information obtained from them.

7. A summary of the customary commercial terms, provisions, and conditions, including payment/buyer financing, freight, delivery, inspection/acceptance/rejection, maintenance and warranties.

8. A summary of the laws and/or regulations unique to the required supplies/services.

9. Identification of the price ranges discovered, possible reasons for variations, and the potential of determining a fair market price.

10. The Market Research, including a summary description of the available commercial or nondevelopmental items, along with their respective merits or shortcomings.

Submit Market Research Report to the Air Force Business Solutions Exchange
In an attempt to centralize acquisition information, the Business Solutions Exchange WebPages has been created.    It is a new resource, and as such, may not contain much information to help in market research.  However, as market research is accomplished, reports should be submitted to www.bsx.org to build the Market Research Report database.

Are there information sources available to help in conducting market research?

Information to develop a requirement can be found in the Yellow pages, on the Internet, in trade journals, from other government organizations, etc.  The list of sources is practically endless.

Information Sources

Market Research Guides:

· AFLMA MR Guide:  www.safaq.hq.af.mil/contracting/tngtool.htm
· OSD MR Guide:  www.dsp.dla.mil/documents/sd-5.html
· AFCESA:  www.afcesa.af.mil/AFCESA/Contracts/Docs/PWS/Market/
· SAF/AQC Training Page:  www.safaq.hq.af.mil/contracting/tngtool.html
· SAF/AQC Deskguide: www.govcon.com
· Defense Acquisition Deskbook, 2.4.3 Market Research:  www.deskbook.osd.mil
· National Contract Management Association:  www.ncmahq.org
· Directory of Internet’s search engines:  www.searchenginecolossus.com
Databases

· Air Force Business Solutions Exchange:  www.bsx.org
· DOD MR page:  www.lmi.org/comm_adv/marktool.htm
· Federal Information Exchange:  www.fie.com/www.us_gov.htm
· Thomas Register:  www.thomasregister.com
Unit 6

Review Questions
INSTRUCTIONS FOR QUESTIONS 1 THROUGH 4:  Answer the questions by providing a short answer for each of the following.

1. Who is responsible for conducting market research?

2. Define market research?

3. When is market research required?

4.  What commercial practices need to be identified when building a solicitation?

INSTRUCTIONS FOR QUESTIONS  5 THROUGH 11 :  Choose whether or not the following are true or false, by placing a T or F in the space provided.

5. ____ Tailoring clauses and provisions inconsistent with commercial practices must be 
6.                approved by the contracting squadron commander.
7. ____ FAR Part 7 provides guidance on conducting market research in the acquisition 
   planning stage.
7. ____ Market research is mandatory for all solicitations.

8.  ____ Market research is used in the solicitation phase only.

9.  ____ Commercial items are only those items currently available to the general 
10.                            public.

11. ____ Market research must be conducted to aid in the justification for other than full 
12.                 and open competition.

13.  ____ The Service Delivery Summary should reflect service standards found in the 
14.                  commercial market.

INSTRUCTIONS FOR QUESTIONS 12 THROUGH 15: Provide a brief explanation of the role each identified group or individual plays in the market research process.  

15. Technical Specialist

16. Legal Advisor

17. Quality Assurance personnel

15.  Contracting Representative
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