


Use of performance
monitoring in a dynamic
environment can
improve future source
selection processes,
generating huge

cost savings.
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INTELLIGENCE: LEARN, INFER, AND USE KNOWLEDGE TO LOWER COST

is based on learning. inferring. and using pattern recognition from a knowledge base.
There is no reason why we cannot use it in acquisition and contract management

processes to generate higher project efficiency and cost reduction necessary for the
current economic environment.

Procurement agencies are currently explor-
ing innovative means of lowering project
costs while maintaining responsible, ac-
countable, transparent, environmentally
sustainable, and requlatory compliant
acquisition processes. The use of proposal
evaluation tools and collaborative systems
definitely provides the initial steps neces-
sary to achieve an objective and transparent
evaluation process. These systems also
provide an environmentally sustainable pro-
cess by making context-sensitive documents
easily available for an online environment
and an audit trail available for use in case
of protests. However, the massive cost

reduction in complex and dynamic projects
requires “intelligent” systems that can
learn from past mistakes.

One of the biggest hurdles for measuring
the performance is the complexity that aris-
es from the dynamic parameters that can
change during the contract performance
period. For example, if we try to measure
the performance of a vendor providing
cleaning services in an educational institu-

tion, what happens if the enrollment rises
sharply in a semester? How do we adjust
the performance measurement parameters
and standards as the dynamic variations of
this nature take place? Mathematical and
statistical tools can take care of these types
of complexities. Accurate and unbiased
performance measurement is critical for the
understanding of the value generated from
the cost of a contract.

In the real world, performance measure-
ment has several components. Eventually,
value is generated from the effectiveness of
carrying out a project’s mission. In the case
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of cleaning services in an educational institution, what matters is
how the students and faculty perceive the cleanliness of the building
facilities, and how that impacts the future enrollment and working
environment. Performance measurement models can be operation-
ally very complex. This is one of the main reasons why performance
measurement is not used in many agencies.

Performance measurement can be divided into several compo-
nents, which, in a simple and effective model, can include the
following.

Measurement of Operational Field Performance from
a Standardized Questionnaire

The operations managers, vendor representatives, and others
answer these questionnaires periodically based on performance
criteria.

End-User Perception Studies

Survey tools or Web-based systems can be used for receiving input
from the end-users. The tabulated data from the end-user survey
can be fed back into the performance monitoring system.

Performance Log for Emergencies

A log can be maintained per vendor service that will document
emergency calls and how fast the vendor can respond to take care of
the situation. It allows for the input of comments from the vendor as
well as the operations managers. The process can quantify and con-
solidate vendor performance metrics based on emergency response
handling. The consolidated data can be fed back to the vendor
performance monitoring system.

The ability to easily identify the “best-qualified”? firm or proposal is
a very complex process. It involves the selection of the right criteria,
metrics, subject matter experts as evaluators, and an evaluation
process that suits the request for proposal. By ensuring the selection
of the most-qualified firms, the practitioners can anticipate that
they will realize cost savings by having projects completed on time
and within budget.

Selection and application of the right criteria, metrics, and evalua-
tors are some of the biggest challenges in this process. The pres-
ence of a dynamic environment and massive uncertainty make the
process even more complex. The evaluation can be good but it can
always be better; there is no “best” evaluation. Past contract perfor-
mance feedback forms the most important input for evaluating how
well the evaluation process worked in the past, and how to improve
the same in the future. Performance feedback provides the learn-
ing opportunities for the future evaluation processes. An intelligent
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system continuously improves the process,
criteria selection, cost models, and risk
analysis. The goal of an intelligent self-
correcting evaluation process is to provide,
over a long-term period, the most optimal
source selection process given the uncer-
tainty and dynamic nature of the real world.

Human cognition is the result of pattern
recognition. We make decisions based

on our ability to recognize patterns that
have worked well before. In the absence
of recognizable patterns, we anticipate
decisions based on the best available pat-
terns that have worked before. An artificial
intelligence system works the same way.
It searches for patterns that have worked
before. It learns from past mistakes. As the
system grows from the availability of rec-
ognizable successful patterns, it becomes
more knowledgeable and performs more
intelligently. Experts can provide readily
available patterns the system can use. The
performance monitoring data feeds these
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patterns into an “intelligent” source selec-
tion process. The system can recognize how
to fine tune the future selection processes
so that the contract performance can aug-
ment, resulting in better value. The details
of these successful patterns are archived in
a library readily available to the “intelligent”
evaluation process.

Intelligent systems can sometimes act as
“dumb” systems. The pattern recognition
process is often impossible to implement
using our current computing technologies.
This is why the evaluation process should
be a collaborative system with human
agents as experts. Human intelligence is far
superior to any machine intelligence imple-
mented thus far. The proposal evaluation
system therefore should be a collaborative
group decision support system. In a so-
called “intelligent” system, it is easy to lose
the focus of the basic purpose of the system.
For example, an evaluation system must
be ready to support the response in case

of protest. It is easy to run after recogniz-
able patterns of performance and lose the
audit trail capability. In these “intelligent”
systems, it is also common to end up with a
very complex source selection process. This
is why it is critical for the evaluation process
to be able to support a project management
process. Complex evaluation processes
often lose track of award dates. Tracking the
evaluation progress is essential to complet-
ing the evaluation process on time. The real
test of the evaluation system is when it is
tested during the evaluator meetings. If the
meeting is facilitated by the system, it is re-
garded as a useful system for completion of
the evaluation project. If a system is highly
“intelligent” but is perceived as being too
complex so that evaluation projects cannot
be completed on time, then it is deemed a
failure even before being tested as an “intel-
ligent” cost-saving system.

The responsible, accountable, transparent,
environmentally sustainable, and requlatory
compliant acquisition process is so flexible
that it can morph along with an organi-
zation’s fundamental needs. Intelligent



Education Partners

To increase the depth and breadth of learning opportunities for
our members, NCMA has entered into formal partnership with
leading training and education providers. Whether your goal is an
advanced degree, specialized training courses, or certification,
these Charter Education Partners can help.

PUBLICATIONS
1655 N. Fort Myer Drive SEMINARS 1100 13th Street, NW

GOVERNMENT Suite 1000 Suite 200
Formerly Acquisition Solutions Inc. Arlington, VA 22209 Washington, DC 20005
www.asigovernment.com www.fedpubseminars.com

- ﬁ SI ASI Government FEDERAL Federal Publications Seminars

AMERICAN American Graduate University =N Tui GECRGE 2 George Wgshinlgton‘ University
GRADUATE 733 N. Dodsworth Avenue WASHINGTON Master of Science in Project Management
umivERSiTY Covina CA91724 UMIVERSITY 2201 G St. NW

www.agu.edu TLimiEsTEE FE Funger Hall, Ste. 415
Washington, DC 20052

. . www.business.gwu.edu/mspm
N2 Bellevue University

1000 Galvin Road, South

BELLEVUE ONIVERSITY 000 Catin oz « Management Concepts
www.bellevueuniversity.us MANAGEMENT 8230 Leesburg Pike

CONCEPTS Vienna, VA 22182

- : www.managementconcepts.com
uWorklt! = Bottomline Concepts, LLC

Madison, AL 35758
pass f][”" exam, 7“”“”*“// www.bottomlineconcepts.com

v Next Level Purchasing
f" Sl .. PO Box 901
) Y=o R Rusesassaems Moon Township, PA 15108
Centre Consulting - www.nextlevelpurchasing.com
CENTRE 1953 Gallows Road

consulting  gyite 650 — Northwest Procurement Institute, Inc.

Federal Contracting Institute Vienna, VA 22182 PO Box 1328
www.centreconsult.com INC. Edmonds, WA 98020

www.npi-training.com

q Certified Contracting Solutions, LLC
( ( b PO Box 270352 wlm, BLIC Public Contracting Institute

Certified cmmng Solutions Louisville, CO 80027 - :EWT“W'N‘J PO Box 27951
E www.certifiedksolutions.com INSTITUTE Washington, DC 20038

www.publiccontractinginstitute.com

?“t_ Chicago Training and Consultancy Saint Louis University

www.chicagotcs.com 3840 Lindell Bivd.
Saint Louis, MO 63108
www.SLUonline.com

CHICAGO
[ A i

ESI International
901 North Glebe Road

h University of California-Irvine
Arlington, VA 22203 UClrvine Extension

. Irvine, CA 92697
www.esi-intl.com N .
http://extension.uci.edu/ncma

. 5 University of Tennessee-Knoxville
FedBid, Inc meUNIVERSITYof , ,
8500 Leesburg Pike TENNESSEE &1 Center for Executive Education

CenTER for .
Suite 602 ExECUTIVE TR for http://thecenter.utk.edu

Vienna, VA 22182
www.fedbid.com ok, Villanova University Online
9417 Princess Palm Avenue
Tampa, FL 33619
www.Villanovau.com/NCMAedu

Federal Market Group
www.gbs-lic.com

[ il “ I.I'h.'t
iml’t{mmp

Contact: CHRIS MARTIN
410-584-1967 | cmartin@networkmediapartners.com

GNCMA

NATIONAL CONTRACT MANAGEMENT ASSOCIATION WWWﬂCmahqorg




72

INTELLIGENCE: LEARN, INFER, AND USE KNOWLEDGE TO LOWER COST

systems often lose that ability. A proposal
evaluation process should be flexible to
accommodate specific types of solicitations,
regulatory compliances, and processes that
are in use for other reasons. The biggest
problem of artificial intelligence arises when
we believe it can supersede human common
sense and best practices developed through
tested mechanisms.

The cost of resources required to evalu-

ate a set of proposals and the contract
performance measurement is critical. Many
organizations give up using these “intel-
ligent” systems as the cost of operating
such systems become far more than the
perceived cost reduction from available pat-
tern recognition models.

Intelligent systems in the real world are
simple. The trick lies in managing the com-
plexity of such systems over time. Failed

systems have a common pattern—the
exponential growth in complexity over time.
Even a traditional software system that uses
a traditional relational database fails as the
practitioners allow the database to grow
beyond need over time. Those who have
implemented enterprise resource planning
systems know that very well. This is why
intelligent acquisition systems should be
manageable in terms of complexity and cost.

Your team’s discerning use of an intelligent
source selection process is likely to produce
massive cost reduction over the long run.
However, it is critical to establish an effec-
tive contract performance measurement
system in a dynamic environment and imple-
ment a learning process from past mistakes.
An intelligent and knowledgeable source
selection process should also be simple and
cost effective. cMm
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ENDNOTES

1. See, e.g., www.intelligent-systems.com.ar/
intsyst/intsyst.htm.

2. See, e.g., WWW.ago.noaa.gov/ago/acquisition/
docs/best_practices_for_source_selections.
doc.



