
REVERSE AUCTIONS
Potentially, DLA could use the reverse auction op-

tion in acquisitions to drive prices down as manu-
facturers compete to qualify, and reduce the time to 
make awards.

“Reverse auctions is just one of several strategies 
to reduce costs,” said Tom Daley, deputy director of 
subsistence, DLA Troop Support.

Reverse auctions is a Web-based price-negotiation 
tool that DLA Troop Support is considering using in 
all new acquisitions for the continental United States 
(CONUS), with the goal of obtaining the best value 
and saving the government money through highly 
competitive procurements. Suppliers place offers for 
the amount they expect to be paid, then can continue 
to lower their prices until the auction period closes.

Auctions can last as little as 20 minutes, or as much 
as many hours, depending on the complexity of the 

If all goes according to plan, DLA Troop Sup-
port expects to trim costs associated with its 
$4.2 billion in annual subsistence sales by 10 

percent over five years by revising its procurement 
strategies in response to Department of Defense 
(DoD) planning.

To achieve its goal, DLA Troop Support is relying 
on strong cooperation from its industry partners, 
including subsistence prime vendors and manufac-
turers, to become more efficient and reduce costs 
while also exploring ways to drive prices down by 
stepping up competition for its business.

The goal partly is a response to the DoD budget 
outlook, but also anticipates the impact on the sub-
sistence supply chain from the expected reduction 
in the number of troops.

Consideration is even going as far as to ask 
whether DLA Troop Support should become fully 
involved in food service by centralizing the buy-
ing function, and a contract to study the idea is 
expected to be awarded in the near future.

The Defense Logistics Agency in Fort Belvoir, Va., 
held a “Captains of Industry” meeting on March 30 
to strengthen its relationships with subsistence prime 
vendors and ensure that industry partners are aware of 
changes on the horizon that may result from defense 
planning strategy.

Now, DLA Troop Support is focusing on the manu-
facturers, since they control the products it purchases. 
“Without your support, we would not be able to do 
what we do,” said Richard Ellis, deputy commander, 
DLA Troop Support, during a Partnership Day in August.

DLA Troop Support works with manufacturers 
through National Allowance Pricing Agreements 
(NAPAs) and Manufacturer Pricing Agreements (MPAs), 
as well as direct contracts with manufacturers and the 
subsistence prime vendor program.

Already, DLA Troop Support is working on the next 
generation of contract solicitations based on models 
that are designed to support its goal of lowering costs 
and obtaining the best value in negotiated acquisitions.
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DLA Troop Support Considers Cost-Cutting Options

Ellis tells manufacturers 
their support is essential 
to DLA Troop Support.
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items. Years ago, DLA Troop Support had direct con-
tracts with manufacturers, working with one or two 
specific companies for an item, Daley said. “We’re going 
to build on that experience and modify to operate in 
today’s environment.”

This would result in true product competition, but 
raises several considerations, such as the number of 
suppliers to select, vendor capacity and pricing per 
item or group of items.

REVIEWING NAPA
Another step being taken by DLA Troop Support is 

evaluating the older of its two subsistence prime vendor 
programs, the National Allowance Pricing Agreement 
(NAPA). Established in 1996, NAPA is based on allow-
ances, but DLA Troop Support is evaluating whether 
it gets the right level of money through the program 
and is considering setting a floor or minimum.

“That study is still ongoing,” said Tom Lydon, chief, 
Strategic Materials Sourcing 
Group.

NAPA comprises about 300 
vendors that agree to offer dis-
counts to DLA Troop Support 
customers supported by the 
subsistence prime vendor pro-
gram. In fiscal 2011, the pro-
gram resulted in $30 million in 
discounts, but that represents 
less than 1 percent of total sub-
sistence prime vendor sales and 
is not in line with commercial 
customer discounts.

As a result, DLA Troop Sup-
port plans to contact NAPA ven-
dors to negotiate bigger, better 

acquisition and the number of participants. The 
end of the live auction typically is the final proposal 
revision, unless the contracting officer requires ad-
ditional discussions.

No changes will be made to how successful of-
fers are notified.

Vendors viewing the auction online see only their 
price(s), the current low price and time remaining; 
no proprietary information is shared. With that 
information, a vendor seeking to win the auction 
can lower its bid to either make it the lowest price 
or simply change position in the rankings.

DLA sees each vendor participating in the reverse 
auction along with their prices. Awards, however, 
may not be entirely based on price alone, depend-
ing upon the acquisition strategy.

The process also varies slightly for different solici-
tations. In a tradeoff situation, for example, where 
past performance is more important than price, each 
offeror usually only sees its rank.

In this case, acquisition personnel consider the dol-
lar value of the procurement, as well as potential dollar 
savings and administrative costs. Savings, for example, 
need to be commensurate with administrative costs.

DLA Troop Support plans to include the reverse 
auction clause, or option, in solicitations if there is a 
chance it will be used. The option does not have to be 
exercised, however, but is available as an alternative.

If not included, it can be negotiated into the process 
during discussions.

DIRECT CONTRACTS
A similar move toward increasing price competi-

tion that DLA Troop Support is considering is direct 
contracts with one or two manufacturers serving as 
the primary supplier(s) of a specific item or group of 

Daley discussed the 
many cost-saving 

options under 
consideration by 

DLA Troop Support.

Manufacturer cooperation is 
crucial to the success of DLA Troop 

Support’s cost-cutting strategy.
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ADDITIONAL STEPS
Another approach to reducing costs is the Lowest 

Price Technically Acceptable (LPTA) source selection 
process. It is appropriate when the best value is ex-
pected to result from the selection of proposals that 
meet strict requirements for acceptability with the 
lowest evaluated price.

Additionally, the tradeoff process is appropriate 
when it may be in the best interest of the government 
to consider an award to other than the lowest-priced 
offeror or other than the highest technically rated 
offeror. This process permits tradeoffs among cost or 
price and non-cost factors and allows the government 
to accept other than the lowest-priced proposal. The 
perceived benefits of the higher-priced proposal will 
merit the additional cost.

Several next-generation solicitation approaches also 
include a fixed-price model and performance-based 
logistics contracts. 

DLA Troop Support is also preparing other contract-
ing initiatives aimed at reducing costs, including fuel 
adjustments/surcharges, alternative delivery schedules, 
increasing the use of contractor-branded products, in-
creasing small and minority-owned business participa-
tion and establishing a new prime vendor platform in 
Guantanamo Bay, Cuba.

Several different models are being studied that will 
shape the future of the prime vendor program. Each ini-
tiative is being studied and no decision has been reached 
yet, but a decision on which way to go is expected 
next year, according to Gina Vasquez, division chief,
CONUS.

DLA Troop Support encourages the manufacturers 
and vendors it works with to contribute suggestions 
on cost reduction. “We are open to any ideas that you 
may have,” Daley said. —GFS

discounts, and is evaluating the program’s value as 
well as whether to continue it.

“We have to be more aggressive in obtaining dis-
counts that are similar to what manufacturers offer to 
their commercial customers,” Daley said.

How long the NAPA program lasts depends on 
whether DLA Troop Support can improve the discounts 
it receives beyond the 1 percent of total subsistence 
prime vendor sales. To do that, DLA Troop Support 
is asking vendors whether they give DLA the same 
discounts as given to commercial partners.

Should DLA Troop Support decide to discontinue 
NAPA, its next step would be to turn to prime vendors 
to get better pricing. “I’m not looking for you to do 
this tomorrow,” Daley said.

Instead, he expects it will evolve over a two-year 
period, and that DLA can look at incentives it can re-
turn to manufacturers to help achieve better discounts.

At the same time, DLA Troop Support plans to more 
aggressively enforce the Manufacturer Pricing Agree-
ment criteria, which gives the government continuity 
of pricing of the products being purchased.

Daley expects DLA to require the MPA for Afghani-
stan and Southwest Asia by the end of 2012. “That’s 
when we’re going to be very aggressive about getting 
MPA prices,” he said.

MPAs were established in 2009 to realize new pric-
ing criteria being implemented for DLA Troop Sup-
port’s prime vendor program outside the continental 
United States (OCONUS). NAPA applies to within the 
continental United States (CONUS).

There are 95 MPAs in place for 3,100 items, and 
this represents about 50 percent to 60 percent of to-
tal dollars that fall under the program. To reach the 
target of 80 percent, DLA Troop Support encourages 
manufacturers to participate in the program and is 
working with customers to remove non-MPA items 
from catalogs.

DLA Troop Support also is committed to improv-
ing container volume to 85 percent utilization from 
the current estimate of 60 percent as a step to reduce 
OCONUS shipping costs.

In support of that goal, catalogs are being stream-
lined. “We have too many stock numbers that cover the 
same item,” said Gary Shifton, division chief, OCONUS 
prime vendor, noting that DLA wants to make sure it 
is comparing like items and updating rebate clauses 
in contracts to identify all and how they are  applied.

Costs could also be reduced through transportation 
efficiency, such as reducing the number of deliveries per 
week, changing delivery days and maximizing truck-
load capacity, or replacing “hard spec” and military 
unique items with commercial items.

Vasquez explains 
the prime vendor 
program’s future.
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