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~RUCTION 4858.38 

From: Commander, Baval Air Systems Command 

Subj : VALUE ENGIlVEERTl?G PROGRAM 

Bef: (a) Office of PItanagtmtnt and Budget Circular A-131 
(b) FAX maptcr I, Subchapter 6, Part 48 
(c) DODINST 50010.2, “Defense Acquisition Management and Policiss”, - 

Part 6, Section 0, “Design for Manufacturing and Production” 
(d) ASN Memo of 18 Stp 89, “Issuing Change Orders on Value Eqgintering 

Change Proposals” 

Encl : (1) Value Engineering Report 

1. Pm To establish policy, assign responsibility, and provide guidance 
for management of Value Engineering (VB) programs vithin Naval Air Systems 
Command (NAVAIR). This instruction applies to acquisition programs managed by 
Aviation Program Executive Offictrn (PEO’s) and the Direct Reporting Program 
Manager (AFX) and in compliance with the requirements of reference (a), the 
latest Federal Acquisition Regulation (FAR) applicable to VE promulgated by 
reference (b), and current Department of Defense (DOD) acquisition policy in 
reference (c). 

2. Sconq. This instruction applies to all headquarters and field components 
of the NAVAL Aviation Systems Team (TEAM). 

3.BB. Value Engineering, oynonymous wi;h Value Analyaiu and Value 
Management, is a formalized process to analyze the functions of tn item or 
process to determine “beat value” for the customer. The term “best value” 
describes an item or process that consiottntly mttto the required basic 
function vith the lowest total lift cycle cost. Thir VE process is applicable 
to hardware and software, and can be introduced at any phase in the 
acquisition cycle. 

4. -ation. BAVAIR Instruction 4858.3A. Since this is a major 
revision, changes are not indicated. 

a. All BAVAIP contract8 of $100,000 or more will include a VE clause. 

b. Budget estimates and activity operating budgets will include %\mds for 
supporting: 
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(1) contractor’r efforts per FAB VR clause 5%.248-l 

(2) in-house VE tffortt in compliance with the guidtlints’of 
reference& (a) and (b); and 

(3) VE training. 

a. stant Comglcmder for Svst~inx CUR-03) is 
responsible for the overall management and direction of the NAVAIX VB 
program. The NAVAIR VE Administrator (AIR-516B) throu8h the Director, Product 
Integrity and Production Engineering Division (AH&516), shall: 

(1) administer the RAVAIP VE program and conduct liaison wftih other 
VE organizations and contractors; 

(2) assist BAVAIR Program Managers and Naval Aviation Program 
Managers reporting to Program Executive Offfctra and Direct Reporting Pro8ram 
Manager (AFX) on VB processes, opportunities, and FAR deviations; 

(3) assirt the Haval Aviation Depots (BADEP’s), Baval Air Warfare 
Center (NAWC) field activities, and other BAVAIR field activitits in executing 
their VE programs; and 

(4) Schedule and conduct VE training for contractors and TEAM 
personnel. 

(1) empharizt and support VE initiatives through their cognizant 
programs and encourage VE activity through assistance in processing Value 
Engineering Change Proposals (VECP’s); 

(2) ensure! project managers within their purview support VB and 
encourage the VE process by their contractors; 

(3) encourage project managers to include VB status, where 
appropriate, in all management reviews; and 

(4) maximize VR saving opportunities in concozuuxct with reference (d) 
by encouraging project managers to implement the VBCP contractual modification 
through use of change orders. The impact on the projected savings that the 
normal negotiation and dcfinitization process would have versus utt of an 
unpriced change order :must be considered. This bilateral contract ceilin& 
modification defines minimum unit cost rraviing and establishes maximum 
contractor development and implementation cost. 
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! 
c. &ssiatgnt Prom Manantrr for Svntems and Enninetriag shall: 

il) ensure all VECP’s rtctivt appropriate technical l astaament and 
the nectasary coordination within RAVAIR and cognizant field activities; 

(2) prtpart/rtvitw the necessary change coordination data Chmgc 
Control Board (CCD) mat derived from the contractor VRCP submittal (DD 1692) 
for presentation of the VECP to the applicable NAVAIB CCB; and 

(3) resolve VECP technical issues with the contractor. 

d. Assistant $ommandtr for Contracts (rbIB-PZ.) shall: 

(1) ensure all RAVAIR contracts contain a VI5 clautt, when applicable, 
following FAR guidance; 

(2) negotiate VECP’s that receive technical approval by the cognkxnt 
NAVAIR CCB. Expedite contract modifications following this instruction using 
ceiling priced orders: per reference (d), where opportunitly for eavhgs 
varrant using Undcfin,itiztd Contractual Action (VGA). 

(3) ensure Navy and DOD executed waivers to FAR affecting Vl! are 
provided to all contract sptcialistn within the automated FAR clause retrieval 
system. 

t. 
I NAWC’s and otBPield Activitia shall: 

(1) encoureg,t and support participation.in the VR program. 

(2) plan, organize, and direct the activity VE training program; 

(3) perform VE studies following procedures described in enclosure 
(1); and 

(4) validate and approve VE study reaults and prepare aceuraet and 
auditable documentation. 

5. llctisrn 

a. Addressees shall implement the policy in this instruction within their 
organizationa. 

b. Field activities will submit annually by 31 October Report Symbol DD 
P&L (SA) 1138 with Signature of Commanding Offictr/Offictr in Charge to NAVAIB 
headquarters (AIR-516). Enclosure (1) will document VE program saving of 
$lOOK or more. 
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Q, 
6. &muX&. Report Symbol DD-P&L(SA) 1138 (4858), arsigned by reference (c), 
applies to the reporting requirements of paragraph 5 above. 

.- Deputy Commander 

Distribution: PKAlA (established quantity); other 2 copies SI’IDL: FXAlA 
(Deputy Commanders, Assirtant Commandera, Comptroller, Command Special 
Awsitstanto, Deerignated Program Managero, Directorate Directors, and Office and 
Division Directors) PKB, mEL 

copy to: (2 copier each unlcr~ otherwiee indicated) SHDL: AlJlA, AlJER, 
AlJlC, AlJlJ, C21 (1 copy); PEWA (AIR-O7D A/L (1 copy), AIR-71044 (10 
copies), AIb71043B (40 copies), AIR-J16B (35 copies)); FKM27 (IWPSO-NDW C/L) 

Stocked: Commanding Officer, Navy Aviation Supply Office, Physical 
Distribution Division (Code 103), 5801 Tabor Ave., Philadephia, PA 19120-5090 

l 
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. 
Refertnces: (a) Office of Managtmtnt and Budget Circular A-131, Wklue 

Engineering”, January 26, 1988 
(b) DOD Instruction 5000.2, “Dtftnst Acquisition Wanagement 

Policies and Procedurea”, February 23, 1991 

a. Thie part providea for statirtical W-data ncccaaary to document the 
l tatuo of VE program efforta and to identify artaa for progrtm improvement. 

b. Thia part implementa the requirement8 of Office of Uanagemeszt and 
BudBat Circular A-131, Value Engineerin&* (reference (a)). 

c. The VE report baa btm l atigntd Report Control Symbol DD P&L<SA) 1138. 

a. Tht DOD Compontnta will compilt and submit an uu~ual atatiat%cal 
summary of their VX effort8 a~) outlintd in tht sample fornut and ixwtructions. 

b. Thie Ve report will covtr tht entire fiscal year (FY) and will be 
rubmitted to the Asoirtant Secretary of Defense for Production and Logistics 
45 days after the clorre of the FY. 

3. -ESblrlD 

The matrix on the next page identifieo tht oificea to bt contacted for 
additional information on this part. The full title& of there offices may be 
found in Part 14 af DOD Instruction 5000.2, “Defenst Acquisition MFagement 
Policiee and Procedur&’ (rtfercnce (b)). 

Enclosure (1) 
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DOD Component 
Annual VE Report IT- 

1. Ekdmate the amount of funda Sxwttted in YE bJr you fompontxht in tb3s i?Y. 
. 

In-Homse,- Contract Related 
Funda invested: f $ 
(see Instruction #l) 

2. What were tbt esthaeed W aavingo by your componmtrr thin fiscal mycar’ 
Limt tbeat saving for $.n-house aavinga and contractor-gentrattd aavip2zs. What 
vam the estimated return on invtstmmt (ROI) for cash of thtst categories? 

In-house: 
Contractor: 

Current FY staving8 PO1 
(ate Instruction #Z&3) (Bee Isustruction 12) 

: 

3. How many peoplt are mv aaaigntd full time to VIZ in your component? How 
many people full-time eqrrrir*ltaBt (Rl!)? 

People aasigntd: 
Full-time 
ETB: 

. 
4. Identify the numbtr of ptoplt in tour component rect%ring VB training in 
tbia IT. 

Training (people): 
8 boars or Port: 
Under 8 bourrr: 

5. How many VR propomln, did your component receive in this ET? Report 
in-bouae and contractor-generated proposala separately. How many in-house and 
contractor-generated li7E propoealm wert approved for the mme the ptriod? 

- -,.. 
lbclosarc (1) 2 
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Prop&ala: 
In-houae: 
Industry origin: 

Rtteivtd Approved 

Average Value Engine&ring Changt 
Proposal (VECP) proctaaiug timt: 
aumber of VECPa requiring mart than 45 daya to 
accept or reject: 

Humber of program raquirement clauata 
placed in contract8 this gtar; 

6. Provide narrativt of accomplishmenta aa dcacribtd below: 

a. A deecription af the tfforta to incrtaaa contractor participation in VE. 

b. A dercriptioa of each of tbt top 20 fiacal yeas contractor VB projtctr, 
to include the smibcr of VECPa rubmitttd, tbt wnbtr approved, and tmC net 
saviwa to both the Covtrnmmt and to tbt contractor. 

. 

. 

3 Enc%oaurt (1) 
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1. v. 1Catimatea ahould includ@ l alarita aud ovtrbead txpenetr 
of VE employtea, VE training coate, coat8 for contracting for VI! l trvieea, 
Value Engineerlug Proposal (VBP) or VgCP development and implementation coatal, 
and any other costs directly l aeociattd with your VII program. Ovtrhtad may be 
t8timated at 50% of lralaritr. 

2. n. Are defined an a reduction in or the avoidanct of axpenditurtsl 
that would havt bten incurred except for the VZ program. Savings mbould be 
rtporttd in the year incurred; i.e., in tht year the reduction or coat 
l voidanct actually occura. Recurring l aringo rtaulting from a aptcific VE 
tffort l bould bt reported for a mtximm of 3 par8 - tht initial year and the 
2 aubatqumt ytara. Procurement l avingr result- from the VII effort should 
be calculated per FAR 42.248-1(g). 

3. A atudy or project may be rtporttd aa an in-bouat VI! atudy only if: 

a. it wan identified aa a VIZ projtct bofort prcatntation of apocf%ic 
propoaal for deciaious; or 

b. avidenct of itht application of clementa of the VE diacfplina is 
available (much au famctional analyaia, tvaluation of worth, coat comparfeons). 

4. &gg.m on Investam=. POX la determined by dividing the 
Covtrnment~a coat of performing tht VII function into the aavi~a Senerated by 
the function. . 

Encloaurt (1) 


