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1.  CAIV is an acquisition strategy that focuses on cost-performance trade-offs in setting
program goals.  Although this strategy is geared mainly towards defense weapons systems
programs, the CAIV concept has been used by NAVFAC in several procurements to reduce
Total Ownership Costs (TOC).  The most recent is the NAS Fallon BOS reprocurement, that
provided incentives for contractors to propose cost savings revisions to the Government’s
specification.  In addition, NAVFAC received approval to use a deviation to the FAR value
engineering clause to incentivize contractors, through the award fee process, to continue to
provide cost reduction activities throughout the term of the contract.

2. Enclosure (1) provides the CAIV policy guidance developed by the Department of the Navy’s
Process Action Team.  It establishes a singular and comprehensive statement of what constitutes
CAIV in the Department of the Navy.  Contracting officers should consider using CAIV in their
business plans and future acquisitions.  Point of contact for further information is Ms. Angela
Naill.  She can be reached at (703) 325-9052 or via email at nailla@hq.navfac.navy.mil.

MICHAEL F. HOWARD
Director, Strategic Operations

DEPARTMENT OF THE NAVY
NAVAL FACILITIES ENGINEERING COMMAND

200 STOVALL STREET

ALEXANDRIA, VA 22332

mailto:nailla@hq.navfac.navy.mil













