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Problem

Long-standing, well-publicized federal acquisition challenges
– Takes too long and costs too much… often to buy the 

wrong thing.
Acquisition of information systems poses additional 
challenges

– Rapidly evolving expectations and emerging technologies.
Need for more flexible, tailored IT acquisition approach to 
address uncertainties.
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Background: How Venture Capital Manages 
Uncertainty

Selection

• Market focus
• Syndication
• Due diligence

Diversification
• Portfolio of “many small bets vs. 

few large ones”
• Rapid start and stop

Agility

• Funding tied to achieving 
“inchstones”

• Flexible, opportunistic financing
• Speed to market with feedback

Active
involvement

• Strategic advice
• Teambuilding/recruiting
• Leveraging contacts…

Venture Capital Practices

External 
Uncertainties 

(in the Market)
+

Internal 
Uncertainties 

(in the 
Portfolio Firm)
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Objective

Explore the hypothesis that venture capital methods work in 
managing uncertainty in the commercial sector and offer 
opportunities to address federal IT acquisition challenges.
Conduct field research to determine:

– How VC practices can be adapted to federal IT acquisition
– Under what circumstances might they work and make a 

difference
– What needs to change to make it happen.

FY 09 Objective
– Refine acquisition strategies and supporting practices to 

garner flexibility in the face of uncertainty
– Conduct pilot to gain feedback
– Synthesize and document. 
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Activities

Characterize and compare the VC and federal acquisition 
environments.
Establish a framework to explore the applicability of VC 
practices to federal IT acquisition.
Develop a VC-based approach to IT acquisition

– Diagnosis (when to consider)
– Strategy patterns and practices (how to execute)
– Governance model (how to manage).

Conduct mini-case studies . 
Pilot with selected acquisition projects.
Develop model of the motivators, enablers and barriers to 
implementing alternative IT acquisition practices.
Capture findings in interactive tool and How To Guide.
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Staged Commitment

– Adapts to changing circumstances

– Preserves the option to redirect or 
terminate

Highlight: VC-Based Acquisition Strategies

Portfolio of “small bets”

– Explore alternative designs 
and approaches

– Assess alternative 
technologies

– Initiate parallel efforts to 
hedge against risk

– Foster competition

Staged Commitment
+

Portfolio of “small bets”

– Mixed strategy

Greater 
Predictability

Greater uncertainty 
about what to build

Greater 
uncertainty 
about how 
to build itGreater 

Predictability

Greater uncertainty 
about what to build

Greater 
uncertainty 
about how 
to build it

Mature 
technologies

New 
technologies
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Identify 
Project 
Uncertainties

• External
• Internal

Develop 
Acquisition 
Strategy

• One step
• Staged 

Commitment
• Small Bets
• Hybrid

Align Strategy 
Components

• Program 
structure

• Acquisition 
Plan

• RFP/ 
Contracts

• Incentives
• PMO

Monitor 
Situation

• External
• Internal

Exercise 
Options

• Continue
• Adjust
• Terminate

Diagnosis Acquisition Strategy Adaptive Execution

Should you consider 
innovation acquisition 
strategies? If so, for 
what part(s) of the 
program?

What should you do to build in the 
necessary acquisition flexibility?

What factors should you consider in 
deciding whether and when to 
exercise flexibility options?

Demonstration

Interactive Tool
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Impacts

Develop within MITRE a rich understanding of IT systems 
acquisition as a complement to the evolving enterprise 
systems engineering discipline.
Develop a set of acquisition patterns tailored to the particular 
circumstances of the acquisition.
Contribute to the realization of disciplined, flexible acquisition 
practices for IT.
Foster a rich dialogue across the federal acquisition 
community including policy makers, practitioners, and 
academics.
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Future Plans

High risk 
component(s) on 
the critical path

Need to foster/
address 

competition
  Providers
  Proprietary technology

Uncertainty about 
the provider 

population’s ability 
to deliver as 

expected

Uncertainty about 
the users’ 

expectations about 
features and 
performance

Many small, 
affordable bets

Select hedging 
strategy options 

that address 
risks and 

uncertainties

Utilize a Modular 
System 

Architecture/
Design 

Allow for loose 
coupling between 

modules

Allow for 
independent 

development of 
modules

Structure 
program to enable 

module based 
acquisition

Allow for parallel 
developments 

where necessary 
and appropriate

Determine 
contractor/

government roles 
& relationships

Structure 
contract vehicles 

to allow for 
necessary 
flexibility

Select contract 
approach/type

Select contract 
duraction

Determine number 
of contracts to be 

issued

Structure into a 
series of  small 

contract options to 
be exercised

Determine need to 
structure parallel 

initiative

Determine $ 
threshold in 

contract language 
??

Align funding with 
System 

Architecture and 
Program Structure

Allocate resources 
to parallel activities

Provide for 
necessary level of 

fiscal flexibility

Determine $ 
threshold for 

oversight

Options:
Multiple Award (IDIQ)
Agency Wide Contract 

(GWAC)
Prequalified vendors 

under umbrella contract

Align incentives
and top cover to 
reinforce desired 

behavior

Incentivize for 
outcome delivery

Define incentives 
for PM based on 
agile delivery of 

capabilities 

Leadership reduce 
exposure to staff 

who try innovative 
approaches

Define business 
model to foster 

desired contractor 
behavior

Establish 
Governance 

model 

Define 
Governance 

Structure

Define Review and 
Decision Criteria

1

1

VC-Based Strategy Patterns 
and Enabling Practices MITRE PL

Gov PM

Pilots

•Which programs use 
similar patterns?

•Did they work?  If so, 
why or why not?VC Practices

Present, 
publish, 
engage

Interactive 
Tool

“How To 
Guide”

Case 
Notes
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