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	Course Title
	Performance Based Service  Acquisition (ACQ 265)

	
	

	
	

	Lesson Title
	 Course Introduction 

	
	

	
	

	Time Required
	2 hours depending on icebreaker activity.

	
	

	
	

	Objectives
	To successfully complete this course participants will:

1.
Apply a seven step sourcing process to services acquisition.

2.
Demonstrate the value and importance of the team.

3.
Communicate with industry as appropriate to ensure holistic approach to requirements definition, development of standards, and risk mitigation for all parties involved.

4.
Explore facilitation methods to assist technical and contracting personnel on how to draw out requirements and produce a written performance objective.

5.
Develop a service requirements package that will lead to successful mission completion.

	
	

	
	

	Student Preparation
	You should have completed any pre-assignments and submit final team product by posting product to the online classroom assignment board.

	
	

	
	

	Presentation Method
	Facilitate Discussion/Questioning and Lecture.

	
	

	
	

	Evaluation Method
	See Course Rubrics. 

	
	

	
	


	Self Study References
	CLC 013 Performance-Based Services Acquisition 

CLC 004 Market Research

CLM 013 Performance Work Statements



	
	

	Introduction
	You have about 2 minutes to introduce yourself to the class.

Topics for the Introduction: (Sample Worksheet included at the end of this section.)

Job Description

Work Experience

Other training/education courses taken

Hobbies/Personal Interests

Expectations from course

One interesting thing about yourself

	
	

	
	

	Overview
	This introduction includes a brief overview of the tenets of performance-based acquisition by linking these principles to the acquisition of services. The elements of this course will introduce you, as a strategic-thought leader, to the conceptual terrain of inquiry, evaluation, discernment, and choice, which are necessary to develop and support the acquisition of services. You will come to understand the framework surrounding a performance-based acquisition and apply these principles that will create conditions for mission success.

The design of this course is to give you a solid foundation of tools and concepts related to acquiring performance based acquisition services. Participants from various organizations will bring perspectives that represent different functional communities that shape and impact the acquisition process, i.e. program and project management, contracting, small business, legal, pricing, finance, quality assurance, and contract administration. Given the need for dedicated teaming to make performance-based acquisition work successfully, this mixture of participants offers the instructional team an opportunity to optimize the value of the information it conveys, as well as to maximize the case-based opportunity for dealing with real-world examples.

The course curriculum represents a basic construct that methodically applies and reinforces the need for iterative, integrated planning among stakeholders that result in the application of performance-based, mission-focused service acquisition within the acquisition management process. This is done through presentations, participatory activities, and summary techniques. 

The instructor will review the student materials with you as part of the introduction.

	
	


	
	

	Introductory Material
	Our purpose is to provide you with the skills, knowledge, and abilities that will help you to transfer your expertise to those who need it, in the most efficient and cost-effective manner, while maintaining excellence in the learning process.

For some of you who are new to training, we will be providing you with information and skills you will need to achieve success.

For those of you with more experience, we hope to provide you with additional skills and knowledge while reinforcing those that you already possess.

No matter what your experience level, you should still be able to gain some excellent information, new skills or at least a new way of approaching your teaching responsibilities.

	
	

	
	

	Course Requirements
	Review the course requirements

	
	

	
	

	Agenda
	This is a copy of the course schedule and agenda.

· Unit One:      Course Introduction 

· Unit Two:      Planning Phase
· Unit Three:   Industry Discussion

· Unit Four:     Requirements Definition

· Unit Five:      Sourcing Strategy
· Unit Six:        Execute the Strategy

· Unit Seven:   Performance Management

Each topic corresponds to a section in the student workbook.

	
	

	
	

	
	


Student Introduction Worksheet

Name:

___________________________________________________________

Affiliation:
___________________________________________________________

Job Description/Type of Teaching Involved in:
___________________________________________________________

________________________________________________________________

Work Experience:
___________________________________________________________

________________________________________________________________

Hobbies/Personal Interests:
___________________________________________________________

________________________________________________________________

Other training courses taken:
___________________________________________________________

________________________________________________________________

Expectations from course:
___________________________________________________________

________________________________________________________________

One interesting thing about yourself:
___________________________________________________________

________________________________________________________________
________________________________________________________________ 

1.0
INTRODUCTION TO PERFORMANCE-BASED SERVICE ACQUISITION

Performance-based service acquisition (PBSA) contracting is not a new type or method of Government contracting. We have developed performance requirements for all types of weapon systems from vehicles, aircraft and ships for years. We don’t tell the manufacturer how to build the piece of equipment; instead we define the performance outcomes it must achieve, i.e. flight altitude, speed, carrying capacity, etc. This approach has served our warfighters well, now we want to expand this concept to the acquisition of services. Our ability to make this transition will play an important role in the success of your organization’s ability to meet its mission requirements.  

Trends in government procurement illustrate a clear shift away from hardware spending to contracting for services. DOD’s obligations on service contracts, expressed in constant fiscal year 2008 dollars, rose from $85.1 billion in FY 1996 to more than $209 billion in fiscal year 2008.  Service acquisitions are now the largest single spending category in federal contracting, and forecasts indicate this trend is likely to continue.

These trends have received a lot of attention in Congress and senior DOD leadership. It means we must rethink how we spend our service dollars. We must develop business and acquisition strategies that focus on the performance outcomes our organizations need which will allow these requirements to be contracted in a more efficient and effective manner. The basic principle of Performance Based Acquisition (PBA) is to tell the service provider what performance outcomes must be achieved rather than how to do the job. The purpose of this course is to increase your knowledge and comfort level in applying performance based concepts.  It will also introduce you to a tool to assist you in developing performance objectives, performance standards, and performance assessment strategies that will both improve your organizations mission performance and make the most efficient use of your funding resources. 

Before we get started lets quickly review the acquisition process. The Federal Acquisition Regulations says the goal of the Federal Acquisition System is to deliver on a timely basis the best value product or service to the customer, while maintaining the public’s trust and fulfilling public policy objectives.  So let’s take a quick overview look at the process.

1.1 THE SERVICE ACQUISITION PROCESS

During this course we will be using a seven step service acquisition process.  Where does our process originate?  It starts with the mission requirement for a service essential for the successful execution of the organization’s mission.  The service could be provided by a new contract we develop, it could be provided by an already existing contract within your agency or outside your agency, or it could come from internal resources within your agency.  The service acquisition process requires that we keep an open mind on where best to source the requirement until we have explored and assessed all the alternatives and developed a clear picture of the requirement and supporting business strategy.

The service acquisition process has three phases.  

Planning Phase: 

Step One: Form the Team 

Step Two: Review Current Strategy 

Step Three: Market Research  

Development Phase:  

Step Four:  Requirements Definition 

Step Five: Acquisition Strategy

Execution Phase: 

Step Six:  Execute Strategy 

Step Seven: Performance Management 

Each step and phase builds on the previous phase and must be completed in sequence to ensure success.  As you progress thru the course you will cover each of the steps in detail and learn how to use the requirements roadmap tool to assist you in developing performance based requirements documents.

The process is pictured below:
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The Planning phase lays the foundation.  We develop our acquisition team and get leadership support for all the actions that must happen to ensure the mission is supported.  We baseline and analyze our current service strategies, identify problem areas and projected mission changes, and get our stakeholders to define their key performance outcomes for this requirement.  We also analyze the market place to assess current technology and business practices, competition and small business opportunities, existing and potential new sources of providing the service, and determine how we may adapt commercial buying practices.

During the Development Phase we use the requirements roadmap process to define our performance objectives, standards and allowable variations, develop a performance work statement and get industry feedback on our working documents. We also identify our funding sources; develop a government cost estimate of the required service and how we are going to ultimately assess contractor performance. Finally we synthesize an acquisition strategy that leverages contract type and performance incentives to deliver Best Value mission performance to the customer.

In the Execution Phase we put all our planning and development efforts into action.  We create a solicitation document that formally communicates to industry our requirements and our business plan to support the mission performance need we have. We receive contractor proposals for how they will meet our performance needs and evaluate them against criteria we’ve selected that will best determine the success of a potential contractor’s approach in meeting our needs. During this phase the service provider should become our strategic partner in driving innovation and improvements to mission performance outcomes. This part of the process involves two key areas: administering contract requirements such as invoicing and payments; and managing the relationships and expectations of both the contractor and customers in meeting the terms of the contract and achieving the required mission performance results. We also start the planning phase for a follow on acquisition if there is a continuing need for the service being provided.

We’ve depicted this as a circular process designed to link the mission requirement with the mission results, however the time involved in each phase is not equal as indicated in our illustration. Most of this course focuses on the planning and development phases because if we don’t get the requirement right, the rest of the process cannot fix or overcome a poorly defined requirement and business strategy. The performance objectives you develop in the development phase are the foundation that everything else is built on. The basic performance principle is to tell the contractor what our performance objectives are and not how to do the job.  Let industry develop the solution.

There are a number of sources of policies and procedures, which both govern and guide the process of acquiring services to include the process of describing requirements. The following are the major sources and the policies and procedures which they establish. In addition to understanding the service acquisition process, it is also important to understand what a service requirement is and how these requirements are different from procuring supplies.

What is a Service Requirement?

One which directly engages a contractor’s time and effort whose primary purpose is to perform an identifiable task rather than furnish an end item of supply. A services contract may be either a non-personal or personal contract performed by professional or nonprofessional personal whether on an individual or organizational basis. Some of the areas in which services contracts are found include the following:

· Maintenance, overhaul, repair, servicing, rehabilitation, salvage, modernization, or modification of supplies, systems, or equipment.

· Routine recurring maintenance of real property.

· Housekeeping and base services.

· Advisory and assistance services (A&AS).

· Operation of Government-owned equipment, facilities, and systems.

· Communication services.

· Architect-Engineering (see subpart 36.6).
· Transportation and related services (see Part 47).

· Research and development (see Part 35).
1.2 PRINCIPLES OF PERFORMANCE-BASED SERVICE CONTRACTING

The procurement policy established by OFPP letter 91-2 is clear and unambiguous. Performance-Based Acquisition (PBA) methods shall be the procurement method of choice and when PBA techniques are not appropriate for use, the decision shall be documented in the contract file. For many, this policy has changed dramatically how acquisition personnel perform their jobs. For those relatively new to the world of Government acquisition or those whose experience is mostly in using a traditional SOW telling the Contractor how to perform, PBA could be a challenge for you because it’s a different approach in how we structure contracts and assess performance. These challenges and the problems that unfamiliarity with a new practice breeds are not as insurmountable or daunting as they may first appear. PBA is not a new procurement strategy or recently invented policy. Many procurement activities have never stopped using PBA techniques. The U.S. Department of the Navy, as one example among many, has used PBA techniques effectively for facilities maintenance services for decades. The U. S. Department of the Air Force and the Army Corps of Engineers also has effectively employed PBA techniques in their service contracts.

Moreover, PBA techniques are not only applicable to routine services. There are clear examples when PBA techniques have been used to procure new and innovative commodities. Simply stated, PBA methods structure a contract around the contractor performing clearly defined services or achieving stated performance standards. In both cases, the contractor’s performance must be measurable through an objective quantitative manner. This means that the Government acquisition personnel must describe what they want to procure in clearly defined terms and the performance results of which can be effectively measured. For a lot of us, this will be the most difficult part of implementing PBA techniques. Learning to write Performance Work Statements in a way that describes the output of the contractor’s effort may not be an easy task for most but it is the only way to form a PBA contract.
Let’s examine a couple of examples of writing a requirement that focuses on achieving a specified outcome rather than how to perform the function.  The Navy decided to outsource its ordering, inventory management and delivery of aircraft tires.  They could have developed a detailed specification on how to order, inventory and deliver aircraft tires.  What the Navy did was to review what performance outcomes the fleet needed to support aircraft operations around the world.  Through this review and analysis they developed the following performance objectives, performance standards and acceptable level of deviation.

Performance Objective
     Performance Standard
         AQL or Tolerance

	Deliver any Navy aircraft tire required within CONUS
	     Within 48 Hours
	     95% On Time

	Deliver any Navy aircraft tire required outside the CONUS
	     Within 96 Hours
	     95% On Time


With these simple set of performance outcomes contractors were given wide latitude to develop an ordering, inventory and delivery methodology to support Navy flying operations.  Through the innovation introduced by industry the Navy achieved the following benefits:

· $3M per year in supply chain management savings

· Reduction from approximately 1.5 years wholesale inventory to 3 months

· Reduction from 60 days to 15 days retail inventory at all CONUS Naval Air Stations

· Response times reduced to 2 days in US, 4 days OCONUS

· On-time delivery improvement from 81% to 99+%
· Over $49 Million Net savings to the Navy over life of contract

Another example of the challenges you’ll face in developing performance outcomes is illustrated by an example from the Corps of Engineers.  The Corps had developed a comprehensive Statement of Work for a dredging requirement.  It specified where to dredge, how to dredge, when to dredge and provided little opportunity for innovation, after all it’s just dredging right.  So let’s step back and try to understand what the real requirement was for.  Why was the dredging required?  Was that their real requirement?  Isn’t dredging a process to achieve an objective or outcome?  After some prolonged and heated discussion they determined that the dredging was required so that shipping could proceed through a specified channel without underwater obstructions.  In other words keep the channel open was their performance objective, not dredging. 

 With this new focus, the next question was how well or to what standard must the channel be kept (not dredging)?  The answer was 100 feet wide and 12 feet deep mean low water.  New they had a performance standard, but how would they know if the contractor was meeting that performance standard?  Their answer was they had a boat with a GPS and Sonar system that could measure depth and position to ensure the channel met the specified standard.  So now they had a new performance objective, performance standard and means of inspection and were well on their way to developing a more performance based requirement.

No matter where you are in the service acquisition process it’s very easy to get trapped into a preconceived idea of how a particular function should or must be performed.  Like the examples cited above you’ve got to keep the focus on what mission outcomes you are trying to achieve, not how the process must be accomplished.  If you can keep a higher view of what you’re asking a contractor to accomplish, you will have far more success in implementing a performance based approach for your service requirements.
What is a Performance Based Service Contract (PBSC)?

A performance-based service contract is a service contract whose required services are described as a desired outcome of the process rather than as a detailed, “how to” process the contractor must follow. Describing the requirement in terms of desired outcomes allows the contractor flexibility to design the most efficient process to achieve that outcome. To clarify a small but sometimes misunderstood belief before we begin, PBSC is not itself a contract type. Examples of contract types are firm fixed price (FFP), fixed price incentive-firm target (CPIF), cost plus award fee (CPAF), or cost plus fixed fee (CPFF). Nor are there specific clauses that are applicable solely and uniquely for PBA type contracts. The appropriate clauses would be selected based upon the contract type, i.e. whether the contract was fixed price in nature or cost reimbursable or determined by the type of service.

PBSA techniques are concerned with defining the tasks to be performed by the contractor, establishing observable and measurable performance standards in the requirements section of the contract, and developing a method to assess or survey the contractor’s performance in accordance with inspection and acceptance requirements of the contract. The implementation of PBA techniques involves virtually every aspect of the acquisition process. The Statement of Work (SOW), quality assurance, source selection procedures, contract type, and repetitive requirements are all issues which, within their individual and joint contexts, help establish PBA characteristics in a contract. The key differences between the traditional contract and PBA are in Section C (how the requirement is stated) and in Section E (how will the service be inspected and accepted).

PBSA and the Requirement 

The Performance Work Statement (PWS) in PBA, must describe the work to be done in clear, observable, and quantifiable or measurable performance outcomes, not how the work must be done.  For some services, this will come easier than for others. The key will lie in the acquisition team taking a hard, thoughtful look at the need that they want the contractor to satisfy, and then making some difficult decisions and judgments. In PBA the PWS replaces the old Statement of Work.  

PBSA and Inspection and Acceptance 

The standard clauses for Quality Assurance and special actions required in the PWS to obtain government acceptance of the product or service are identified in Section E, inspection and acceptance. The performance assessment plan, along with the PWS, are used together to ensure the contractor’s successful performance of a PBA contract. 

The assessment plan, referred to as the Quality Assurance Surveillance Plan or QASP is designed to provide the government with confidence that the contractor’s performance in delivering the performance results stated in the PWS. Generally, it is not made a part of the contract. The QASP describes the disciplined process the government will use in evaluating the contractor’s actual performance in order to determine conformity with the requirements of the contract. The QASP usually addresses each of the work requirements in the contract. It must be written to objectively assess the contractor’s accomplishment of the performance standards established in the PWS. It is important to understand that the contractor has the right to appeal the Government’s assessment. This right applies if the judgment of the Government was not based on an objective evaluation of the contractor’s performance against the measurable standards.

We will set the discussion of “assessment through oversight” versus “assessment through insight” aside until later in the text. For the time being, let’s concern ourselves simply with the thought that somehow the acquisition team has an obligation to the Government to assure that the contractor has provided the services, performed satisfactorily, and in all other ways met its contractual requirements before making payment. Don’t confuse the on-going performance assessment process with the award fee determination process on contracts which contain an award fee performance incentive. The performance assessment process goes on for all contracts regardless of the type of contract.

PBA and Source Selection
PBA techniques also should be implemented in source selection procedures. Quality related factors should be the focus of the source selection procedures. Technical capability, management capability, cost realism, and perhaps more significant than the others, past performance of similar size, scope and responsibilities, need to be the discriminating factors that source selection evaluation boards consider. Cost proposals should be reviewed to assess the contractor’s understanding of the requirements and consistency with the contractor’s technical proposal. At the same time, technical leveling should be avoided since it discourages contractors from proposing innovative methods of performance.

In summary, Government acquisition personnel should use PBA methods to the maximum extent possible when acquiring services. Second, the procurement team should use appropriate acquisition and contract administration strategies, methods, and techniques to accommodate the requirements. Third, procurement officers shall justify the use of other than PBA methods and shall document the contract file to support that decision. At first, you may find it difficult to apply the principles of PBSA to your specific procurement, especially those of you who are involved with unique engineering services. However, as you gain experience with structuring the PWS and developing the QASP you should find using PBA methods an extremely effective way of contracting.

1.3 Important Issues to understand when dealing with Contracted Services

Service Employee
Service employee means any person engaged in the performance of a service contract other than any person employed in a bona fide executive, administrative or professional capacity, as those terms are defined in Part 541 of Title 29, Code of Federal Regulations. 

This means that these employees belong to, report to and are supervised and paid by the contractor you’ve hired to provide the service.  They are not your employees and cannot be treated as such.  Many of our service contracts cover several years and it’s easy to blur the lines of just who “owns” the contractors employees.

Service Contract Act of 1965, as Amended
Contractors performing on service contracts in excess of $2,500 to which no predecessor contractor’s collective bargaining agreement applies shall pay their (service) employees at least the wages and fringe benefits found by the Department of Labor (DOL) to prevail in the locality, or in the absence of a wage determination, the minimum wage set forth in the Fair Labor Standards Act.  The most current wage rates must be obtained from DOL via a wage determination request.  The wage determination is then incorporated into the solicitation and resultant contract.  Because a wage determination covers one year only, a new DOL wage determination is to be requested and incorporated when exercising an option, or at the annual anniversary date of a multiple year contract (if funded by annual appropriations).  An adjustment in contract price may result. 

Nonpersonal services
In regard to a nonpersonal services contract, the personnel rendering the services are not subject, either by the contract’s terms or by the manner of its administration, to the supervision and control usually prevailing in relationships between the Government and its employees. Nonpersonal service contracts are authorized by the Government in accordance with FAR 37.102, under general contracting authority, and do not require specific statutory authorization.  In regard to a nonpersonal services contract, the personnel rendering the services are not subject, either by the contract’s terms or by the manner of its administration, to the supervision and control usually prevailing in relationships between the Government and its employees. Nonpersonal service contracts are authorized by the Government in accordance with FAR 37.102, under general contracting authority, and do not require specific statutory authorization.  The contracting officer is responsible for determining whether the services needed will be nonpersonal or personal using the definitions found in FAR 37.101 and the guidelines found in FAR 37.104.

Reference:  FAR 37.101, 37.103, and 37.104.

Personal services
As indicated in FAR 37.101, a personal services contract is characterized by the employer-employee relationship it creates between the Government and the contractor’s personnel.  The Government is normally required to obtain its employees by direct hire under competitive appointment or other procedures required by the civil service laws.  Obtaining personal services by contract, rather than by direct hire, circumvents those laws unless Congress has specifically authorized acquisition of the services by contract.

In a personal services contract, the contractor is considered to be, and is treated as an employee of the Government.  In this type of relationship, a government officer or employee directly supervises and controls the contractor’s personnel on a continuing basis.

Factors to consider in determining if a government employer-employee relationship exists include the following:

· Performance is on site.

· Principal tools and equipment furnished by the government.

· Services are in furtherance of assigned function or mission.

· Civil Service personnel are performing comparable services.

· The service will be needed beyond 1 year.

· Requires government direction, directly or indirectly.
· Reference:  FAR 37.101 and FAR 37.103
Personal services relationship
Independent contractors who perform work for the Government and whose work is either accepted or rejected by the Government do not qualify as personal service contractors.  Likewise, an isolated case of unauthorized supervision of a contractor employee would not necessarily make that employee a personal services contractor.  The personal services relationship depends upon the extent to which contractor employees are supervised and controlled by the government, and the continuity of such a relationship.

Services in question
Factors that tend to characterize services as personal rather than nonpersonal are listed below:

· Services represent the discharge of a government function that calls for the exercise of personal judgment and discretion on behalf of the Government.

· Requirement is continuing rather than short-term or intermittent.

· Government reserves the right to assign tasks to and prepare work schedules for contractor employees during performance of the contract.

· Government retains the right (whether actually exercised or not) to supervise the work of the contractor personnel, either directly or indirectly.

· Government reserves the right to supervise or control the method by which the contractor performs the service, the number of people employed, and the special duties of individual employees.

· Government will review performance by each individual contractor employee, as opposed to reviewing a final product or service on an overall basis after completion of work.

· Government retains the right to have contractor personnel removed from the job for reasons other than misconduct or security.

· Contractor personnel are used interchangeably with government personnel to perform the same functions.
 Advisory and Assistance Services (A&AS)
A&AS means those services provided under contract by nongovernmental sources to support or improve:

· Organizational policy development

· Decision-making

· Management and administration

· Program and/or project management and administration, and

· Research and development activities.

Acquisition Teams should ensure that purchase descriptions for advisory and assistance services:

· Reserve final determination for government officials
· Require proper identification of contractor personnel who attend meetings, answer government telephones, or work in situations where their actions could be construed as acts of government officials unless, in the judgment of the agency, no harm can come from failing to identify themselves, and

· Require suitable marking of all documents or reports produced by contractors.

· Reference:  FAR 2.101 and FAR 11.106

The following activities and programs are excluded or exempted from the definition of advisory and assistance services:

· Routine information technology services unless they are an integral part of a contract for the acquisition of advisory and assistance services
· Architectural and engineering services as defined in the Brooks Architect-Engineers Act (Section 901 of the Federal Property and Administrative Services Act of 1949, 40 U.S.C. 541)
· Research on theoretical mathematics and basic research involving medical, biological, physical, social, psychological, or other phenomena

· Reference:  FAR 37.202

Subject to FAR 37.205, agencies may contract for advisory and assistance services, when essential to the agency’s mission, to:
· Obtain outside points of view to avoid too limited judgment on critical issues
· Obtain advice regarding developments in industry, university, or foundation research
· Obtain the opinions, special knowledge, or skills of noted experts

· Enhance the understanding of, and develop alternative solutions to, complex issues

· Support and improve the operation of organizations, or  

· Ensure the more efficient or effective operation of managerial or hardware systems.


Reference:  FAR 37.203

Contracting for advisory and assistance services is a legitimate way for the Government to improve services and operations.  Accordingly, advisory and assistance services may be used at all organizational levels to help managers achieve maximum effectiveness or economy in their operations.  All advisory and assistance services are to be classified in one of the three definitions given below. Reference:  FAR 37.203 and DFARS 237.2

1. Management and professional support services

Management and professional support services provide assistance, advice, or training for the efficient and effective management and operation of organizations, activities (including management and support services for R&D activities), or systems.  

These services are normally closely related to the basic responsibilities and mission of the agency originating the requirement for the acquisition of services by contract.  Included are efforts that support or contribute to improved organization of program management, logistics management, project monitoring and reporting, data collection, budgeting, accounting, performance auditing, and administrative/technical support for conferences and training programs.

2. Studies, analyses, and evaluations
 Studies, analyses, and evaluations provide organized, analytical assessments/evaluations in support of policy development, decision-making, management, or administration.  Included in these services are studies in support of R&D activities, acquisition models, and methodologies, and related software supporting studies, analyses, or evaluations.
3. Engineering and technical services
Engineering and technical services are used to support the program office during the acquisition cycle by providing such services as systems engineering and technical direction to ensure the effective operation and maintenance of a weapon system or major system as defined in OMB Circular No. A–109.  These services also provide direct support of a weapon system that is essential to research, development, production, operation, or maintenance of the system.

Multiple awards of A&AS task order contracts
 If an indefinite quantity task order contract is used to acquire advisory and assistance services and will not exceed 3 years and $10,000,000, including options, a contracting officer is not required to give preference to multiple awards.  However, if it will exceed the levels stated, then the contracting officer shall make multiple awards unless:

· The contracting officer or other official designated by the head of the agency determines in writing, before issuance of the solicitation, that the services are so unique or highly specialized that it is not practicable to award more than one contract.
· A determination is made by the contracting officer or other official designated by the head of the agency, after evaluation of offers, that only one offeror is capable of providing the services at the level of quality required.

· Only one offer is received.

A&AS shall not be used:
· In performing work of a policy, decision-making, or managerial nature which is the direct responsibility of agency officials
· To bypass or undermine personnel ceilings, pay limitations, or competitive employment procedures
· To contract for work on a preferential basis to former government employees

· Under any circumstances specifically to aid in influencing or enacting legislation, or
· To obtain professional or technical advice which is readily available within the agency or another federal agency. 
Reference:  FAR 37.203

The contracting officer shall verify
Before an A&AS action can be taken, a determination is required that covered personnel from the requesting agency or another agency, with adequate training and capabilities to perform the required advisory or assistance services, are not available (FAR 37.203(d)).  The applicable requirements of FAR 37.103 & 104 (personal vs. nonpersonal services), and FAR 37.2, Advisory and Assistance Services A&AS must also be met.

Organizational Conflict of Interest
When the potential for a conflict of interest arises, action is taken in accordance with FAR 9.5 to avoid the conflict.  In acquisition planning, managers and responsible parties should consider whether to restrict a company from competing for follow-on contracts due to organizational conflicts of interest.  Acquisitions should be identified that would create an actual or potential conflict of interest on future acquisitions.  Rules and procedures, as shown in FAR Subpart 9.5, should be followed as guidance in identifying any potential problems. Organizational conflict of interest means that, because of other activities or relationships with other persons:

· A person is unable or potentially unable to render impartial assistance or advice to the Government,
· The person’s objectivity in performing the contract work is or might be otherwise impaired, or 
· A person has an unfair competitive advantage. Reference:  FAR 9.502

Conflict of interest criteria applies to all contracts; however, contracts more likely to encounter conflicts of interest are:

· Management support services
· Consultant or other professional services

· Contractor performance of, or assistance in, technical evaluations

· Systems engineering and technical direction work performed by a contractor who does not have overall contractual responsibility for development or production

· Contracts with either profit or nonprofit organizations, including nonprofit organizations created largely or wholly with government funds, and

· Instant contracts—an organizational conflict of interest may result when factors create an actual or potential conflict of interest on an instant contract, or when the nature of the work to be performed on the instant contract creates an actual or potential conflict of interest on a future acquisition.  In the latter case, some restrictions on future activities of the contractor may be required. 

Reference:  FAR 9.502

The contracting officer must avoid, neutralize, or mitigate significant potential conflicts of interest before contract award.  Of special interest is the possibility for a potential conflict of interest in regard to follow-on contracts.  The rules and procedures the contracting officer must follow when an acquisition involves a significant potential organizational conflict of interest are described in FAR 9.5.

The contracting officer must:

· Identify acquisitions that would create an actual or potential conflict of interest.
· Determine whether the acquisition is exempt, by statute, from the requirements of FAR Subpart 9.5.
· Prepare a written analysis of the potential conflict of interest, only when a substantive issue concerning potential conflict of interest exists.

· Select and/or prepare the applicable solicitation provision and contract clause.

· Forward the analysis and proposed provision and clause to the chief of the contracting office for review and approval.

· Incorporate the provision(s) and/or clause(s) in the solicitation, if approved.

· Resolve the potential conflict based on the information supplied by the offeror in response to the solicitation or during discussions.

· Retain any certificates submitted as prescribed in the solicitation. 

References:  FAR 9.501–507

The agency head or a designee may waive any general rule or procedure pertaining to potential conflicts of interest by determining that its application in a particular situation would not be in the Government’s interest.  Any request for waiver must be in writing, shall set forth the extent of the conflict, and requires approval by the agency head or designee.  Agency heads shall not delegate waiver authority below the level of head of a contracting activity. Reference:  FAR 9.503

1.4 GOVERNING REGULATIONS, POLICIES, AND GUIDES 

OFPP Policy Letter 91-2, “Service Contracting,” April 9, 1991
OFPP Policy Letter 91-2 (Appendix 2) establishes policy for the government’s acquisition of services by contract. It emphasizes the use of performance requirements and quality standards to ensure the appropriate quality level is achieved, and that payment is made only for services which meet contract standards. The Policy Letter requires the use of performance-based contracting methods to the maximum extent practicable. It requires the selection of acquisition and contract administration strategies, methods, and techniques, which best accommodate the requirement. Performance-based contracting considerations include the statement of work, quality assurance, selection procedures, contract type, repetitive requirements, and multiyear contracting. Understanding the linkage between a performance work statement and performance assessment is very relevant to your success in implementing a performance-based acquisition and achieving the mission objectives for your organization. The performance work statement should describe the work in terms of what is to be the required output rather than how the work is to be accomplished. In addition, under the PBSA process agencies are expected to assign contractor’s full responsibility for quality performance. This means that your team will need to develop formal, measurable performance standards and a quality assurance surveillance plan to facilitate the assessment of contractor performance. These concepts will be discussed through this course.

The basic problems identified with Government service contracts are vague work statements, insufficient use of fixed price arrangements, lack of quantifiable performance standards, and inadequate performance management. These problems result in the significant waste of procurement dollars and many times translates into the Government paying more for something than what it wants and needs. The basic principles of PBSA address the issues raised in the OFPP letter and the procurement team’s diligent application of these principles will greatly further the effectiveness of Government contracts.

Federal Acquisition Regulation (FAR)
The FAR provides uniform policies and procedures for the acquisition by all executive agencies. The FAR does not include internal agency guidance such as designations and delegations of authority, assignments of responsibilities, and internal reporting requirements. You should familiarize yourself with the following Parts of the FAR because the information contained in these Parts relate to the PBSA process, these Parts are: 
· FAR Part 7   – Acquisition Planning;
· FAR Part 10 -  Market Research;
· FAR Part 11 – Describing Agency Needs;
· FAR Part 12 – Acquisition of Commercial Items;
· FAR Part 13 – Simplified Acquisition Procedures;

· FAR Part 15 – Contracting by Negotiation;
· FAR Part 22 – Application of Labor Laws to Government Acquisitions;
· FAR Part 37 – Service Contracting;

· FAR Part 46 – Quality Assurance;

FAR Subpart 37.6 (Performance-Based Acquisition)

FAR Subpart 37.6 describes the principal objective of the PBSA process which is to obtain optimal performance by expressing government needs in terms of required performance requirements (objectives) and/or desire outcomes, rather than the method of performance. This is done to encourage industry-driven and leverage a competitive solutions.  PBSA solicitations can use either a Performance Work Statement (PWS) or a Statement of Objective (SOO). The PBSA contract or order must include a PWS and a set of measurable performance standards (either objective or subjective) that reflect the required level of service to meet mission objectives. The PBSA contract or order may include performance incentives i.e., positive, negative, monetary, non-monetary, which correspond to specified performance standards. The PWS can either be prepared by the government or result from a SOO (in which case the contractor submits to the government for evaluation and acceptance). Either way, the PWS must describe the work in terms of “what is to be done”, not in terms of “how to do it”.

In addition to the PWS, the Government depending on the level of complexity may also need to develop a Quality Assurance Surveillance Plan (QASP). This plan must address the means for assessing contractor accomplishment of performance requirements (objectives) and/or desired outcomes and compliance with appropriate inspection clause(s). Your acquisition team must develop a QASP that the team will use to assess the contractor’s commercial quality assurance systems. The QASP should focus on the required performance levels, not on the methods used to achieve them. The level of surveillance should be commensurate with dollar value, risk, acquisition complexity, and use commercial practices to maximum extent practicable, e.g., for some simplified acquisition, the specified inspection clause may provide adequate means of surveillance, without requiring a detailed QASP.

When appropriate, your team is encouraged to use the competitive negotiation procedures to ensure selection of services are acquired for the best value to the government. Under a PBSA process, the order of precedence for these contract types is firm-fixed price (FFP) rather than non-FFP. FFP contracts or orders are generally appropriate for services because most services can be defined objectively and performance risk is manageable. However, each acquisition is unique and all factors must be considered when determining the most appropriate contract type.  Analyzing the results of your market research can help acquisition teams shape effective business strategies.  

DFARS 237.170-2 Prohibition on Acquisition of Services
Approval of contracts and task orders for services applies to services acquired for DoD, regardless of whether the services are acquired through a DoD contract or task order; or a contract or task order awarded by an agency other than DoD:

a) Acquisition of services through a contract or task order that is not performance based.
(1) For acquisitions at or below the DFAR threshold, obtain the approval of the official designated by the department or agency.

(2) For acquisitions exceeding DFAR threshhold, obtain the approval of the senior procurement executive.

(b) Acquisition of services through use of a contract or task order issued by a non-DoD agency. Comply with the review, approval, and reporting requirements established in accordance with Subpart 217.78 when acquiring services through use of a contract or task order issued by a non-DoD agency.

DOD Policy and Guides

· DOD mandated that…"at a minimum, 50 percent of service acquisitions, measured in both dollars and actions, are to be performance-based by year 2005." - Under Secretary of Defense, Acquisition, Technology & Logistics (USD(AT&L)), April 5, 2000

· DOD Guidebook on PBSA, USD(AT&L), January 2, 2001

· DOD mandated that 50% of all personnel who prepare statements of work for services contracts trained on preparing performance based statements of work by September 30, 2004 and have the remained trained by September 30, 2005. Encouraged the use of the Seven Steps to Performance Based Services Acquisition Guide.

· DOD remains committed…“to PBSA and is committed to work towards its existing goal of 50% of eligible service actions over $25K” and restated that personnel involved in preparation of performance-based statements of work must complete PBSA training and recommended the DAU CLC 013, Performance-Based Services Acquisition course – USD (AT&L), Acting Director, Defense Procurement and Acquisition Policy (DPAP), February 1, 2006.

· New policy requires the establishment and implementation of a management structure for the acquisition of services in the DOD to ensure acquisition of services provide the highest quality support to and enhance the DOD warfighters capabilities and to strengthen DOD management of the acquisition of services--USD, AT&L, October 2, 2006. 

· OMB Circular A-76, “Performance of Commercial Activities”. The OMB Circular A-76 establishes policy that commercial activities, which are not inherently governmental functions, should be obtained from the private sector when it will enhance quality, economy, and productivity. The Circular defines a “commercial activity” as one, which is operated by a federal executive agency and which provides a product or a service, which could be obtained from a commercial source. The Circular provides a list of examples of commercial activities. The Circular also sets forth the procedures for determining whether commercial activities should be performed under contract with commercial sources or in-house using government facilities and personnel. The decision is based upon a comparison between the cost of contracting with a commercial source and the government’s estimated cost of performing the activity in-house. Both the contractor’s cost proposal and the government’s cost estimate is based on the description of services contained in the performance work statement.
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	Unit 2  In class:  3 hours 

(includes one 15 minute break and one hour lunch break)

	
	

	
	

	Student Note
	Use this information as reference material, along with the slides. You should have already read the material prior to start of this unit. The case study is also part of the reading material. After the course introductions, you should begin discussing the case study with their team, assessing current strategy and importance of market research during this unit activity. As a homework assignment, you should read Unit 4 assigned reading material in preparation for those activities.

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective 

	
	The Terminal Learning Objective: Students will use the three steps of the planning phase to analyze all aspects of the services requirement, including market research results, alternative sources, funds, and budgeting to develop an acquisition Vision and Key Performance Outcomes that will lead to mission success. 

The Enabling Learning Objectives are:

· Identify the roles and responsibilities of the various functional areas involved in the acquisition process; 

· Analyze the current strategy to assess its’ effectiveness

· Analyze the market research results to determine appropriate acquisition strategy and alternative sources; and

· Analyze, schedule, and funding profile to identify deliverable work products (such as products, work packages, technical baselines, activities, tasks, etc) and potential risks including needed analyses and strategies; 

Case Analysis #1 (Develop part one of Requirements Roadmap). This deliverable will be presented and discussed in Unit 4.

	
	

	
	

	Purpose
	The purpose of this section is to have the students analyze all aspects of the procurement, starting with the preliminary planning phase.

	
	


UNIT 2 READING MATERIAL
THE PERFORMANCE-BASED ACQUISITION (PBA) PROCESS

One of the most important challenges facing agencies today is the need for widespread adoption of PBA to meet mission and program needs. Although policies supporting PBAs have been in place for more than 20 years, progress has been slow. The single most important reason for this is that the acquisition community is not the sole owner of the problem, nor can the acquisition community implement these principles on its own. Laws, policies, and regulations have dramatically changed the acquisition process into one that must operate with a mission-based and program-based focus. Because of this, many more types of people must be actively involved as members of the acquisition team. In addition to technical and contracting staff, for example, there is "value added" by including those individuals from program and financial offices. These people add fresh perspective, insight, energy, and innovation to the process, but may lack some of the rich acquisition background and experience that this process often requires.

The intent is to make the subject of performance-based acquisition accessible and logical for all and shift the paradigm from traditional "acquisition think" into one of collaborative, performance-oriented teamwork with a focus on program performance, improvement, and innovation, not simply contract compliance. Performance-based acquisition offers the potential to dramatically transform the nature of service delivery, and permit the federal government to tap the enormous creative energy and innovative nature of private industry.

STEP 1 – FORM THE TEAM
The PBA team should be a customer-focused, multi-functional team that plans and manages service contracts throughout the life of the requirement. The requirement may be for a single function or for multiple functions. Estimated dollar value is not the sole determinant of the amount of effort devoted to the acquisition. Previously, it was common for contracting and other functional experts to work independently in “functional stove pipes” when acquiring services. This method is considered outdated and costly. It is essential that all stakeholders be involved throughout the service acquisition life cycle from the requirements analysis and development phase through contract award to the performance assessment phase and contract close-out. The duties, expertise, and contributions of each PBA team member are important to the success of any service acquisition. Many functional experts can make up an acquisition team.

Within the context of PBA, the goal of the Government is to obtain quality, timely contract services in both a legal and cost-effective manner, placing the responsibility for such quality performance on the contractor. Nonetheless, accomplishing this goal can be extremely challenging. The interdisciplinary nature of our contract efforts means no single individual is likely to have all the requisite knowledge and experience in the majority of cases. Therefore, personnel such as the program manager, contracting officer, contracting officer's representative (COR),  responsible fiscal officer, and legal counsel (among others) should form the acquisition team as soon as possible in order to:

• Develop and execute a procurement/acquisition master plan.

• Develop a level of dialogue and teamwork to maximize communication and change.

• Deal effectively with the concepts of "quality in fact," defined as compliance with specifications, and "quality in perception," or consistency with expectations.

Although the composition of the PBA team may vary depending on the nature of the requirement, a few key individuals contribute to the success of any contract. They are:

The Customer/User. The customer's representative or functional manager normally brings to the team detailed knowledge of the user requirements. They are responsible for defining the requirement. The requirements definition most likely will include an assessment of the risk that the government might assume when relying on commercial specifications and common marketplace performance and quality standards. The customer/user plays an important role in deciding what tradeoffs are necessary when considering a commercially available service to fulfill an agency requirement. Your customer/user is the key individual in determining the organization’s needs and in providing the historical data and perspective. Another important aspect of having the customer/user as a member of the PBA team is their contribution to the establishment of the contractor’s performance quality level and appreciation of the estimated cost of the services. 

Technical Specialist/Project Manager/Program Manager. The program manager (PM) is the acquisition team leader and is responsible for ensuring that the acquisition plan is properly executed and desired results are achieved. The PM provides coordination and facilitates communication among the PBA team members, closely tracks the milestone schedule, and provides leadership and guidance to overcome and resolve any problems or delays. This individual is responsible for drafting the Performance Work Statement (PWS), which means ensuring that contract requirements are clearly and concisely defined and articulated. PMs identify, plan, and control various functional areas, such as program objectives development, delivery requirements, scheduling, cost estimating, budgeting, and specific project formulation. The PM normally participates in the source selection as well. This individual serves as the principal technical expert and is most familiar with the requirement and best able to identify potential technical tradeoffs and whether the requirement can be met by a commercial solution.

The Contracting Officer. The warranted contracting officer is responsible for performing all relevant pre- and post-award functions, to include assisting in requirements development and market research. Within this context, the contracting officer does not determine the Government's need, but is responsible for assisting the PM in preparing a PWS. This individual serves as the principal business advisor and principal agent for the government responsible for developing the solicitation, conducting the source selection, and managing the resultant contract and business arrangement. Contracting officers’ research common commercial business practices to identify commercial terms and conditions, performance standards and metrics, contract type, bid schedule breakout, and the use of incentives. Some organizations will transfer the contract administration functions to another agency, such as the Defense Contract Management Agency (DCMA). If DCMA is delegated contract administration authority it is important that these individuals become a PBA team member and get involved in the acquisition planning phase. These individuals add value from their experiences in administering similar efforts for other customers, and by having DCMA be part of the PBA team upfront, helps everyone forecast needed resources and staff to achieve mission success.

Performance Assessment Personnel (Quality Assurance Personnel): Performance assessment personnel are known by many names, such as quality assurance evaluator (QAE), contracting officer’s representative (COR), or contracting officer’s technical representative (COTR), but their duties are essentially the same. They serve as the on-site technical manager responsible for assessing contractor performance against contract performance standards. Performance assessment personnel are responsible for researching the marketplace to remain current with the most efficient and effective performance assessment methods and techniques. The COR provides the PBA with their field experience and surveillance of service contracts (Frequently, this individual is the same person who initiates the program requirements and normally serves as the primary person responsible for assessing performance.) They provide guidance to the PM to ensure contract requirements are described in a manner which enables the Government to objectively and effectively assess contractors’ work performance in terms of outcome. They serve as the "eyes and ears" of the contracting officer and when applicable, the COR performs the actual surveillance of the contractor's work. A letter of appointment signed by the contracting officer provides scope and limitations of the COR’s authority. 

Cost/Price Analyst: The cost/price analyst evaluates the financial price and cost-based data for reasonableness, completeness, accuracy, and affordability. Alternatively, some agencies utilize cost engineering personnel from within an engineering division to conduct cost/price analysis from a technical standpoint.

Small and Disadvantaged Business Utilization (SADBU) Specialist: The SADBU serves as the principal advisor and advocate for small business issues. He or she may also serves as the liaison with the Small Business Administration (SBA).

Finance/Budget Officer: The finance/budget officer serves as an advisor for fiscal and budgetary issues.

Legal Advisor: The legal advisor ensures that the commercial practices and terms and conditions contemplated are consistent with the government’s legal rights, duties, and responsibilities and will review the acquisition documents for legal sufficiency and provides advice on acquisition strategies and contract terms to the PBA team.

Miscellaneous Others: In addition to individuals mentioned above, personnel from outside the agency may also be useful, depending on their area of expertise. This includes individuals from agencies such as the Defense Logistics Agency, the Defense Contract Audit Agency, and the Environmental Protection Agency, to name a few.

The Business Relationship with the Contractor: A positive relationship between the government and the contractor is essential in fulfilling a PBA requirement. The agency’s relationship with prospective and performing contractors is one that promotes a strong and positive business alliance to achieve mutually beneficial goals, such as timely delivery and acceptance of high-quality services through the use of efficient business practices. These business relationships create a cooperative environment to maximize communication between all parties. Establishing a set of guiding principles is important in building these business coalitions, meeting mission objectives, and is useful in resolving conflicts and problems. Each stakeholder needs to clearly understand the goals, objectives, and needs of the other. It is essential that government and industry work together as a team to communicate expectations, agree on common goals, and identify and address problems early on to achieve desirable outcomes.

STEP 2 – REVIEW CURRENT STRATEGY
It’s important to understand where you’ve been when charting a course for the future.  Your sourcing team must review current performance issues, does the current requirement meet mission needs and what performance problems can we identify?  Identify the key stakeholders and understand how they define mission success, what mission changes do they see in the future that will affect this requirement.  Planning for an acquisition begins with focusing on the desired outcomes. The first consideration is answering these three questions: 

· What is the problem the agency needs to solve; 

· What results are needed; and 

· Will it meet the organizational and mission objectives?

Link Acquisition to Mission and Performance Objectives
The most effective foundation for an acquisition is the intended effect of the contract in supporting and improving an agency's mission and performance goals and objectives. Describing an acquisition in terms of how it supports these mission-based performance goals allows an agency to establish a clear relationship between the acquisition and the agency’s mission. It sets the stage for crafting an acquisition in which the performance goals of the contractor and the government are in sync. 

This mission-based foundation is established by individuals who work in the program area and coordinates with other members of the organization to ensure that appropriate resources are allocated to support the effort. This is why assembling the team is the first step in the PBA process. Again, the focus is not on what resources are required; the focus is on what outcomes are required. This means that once the planning process is complete, there should be a clear linkage between the acquisition's performance objectives and the agency’s mission and goals.

Define (at a High Level) Desired Results
Once the acquisition is linked to the agency's mission needs, the thoughts of the team should turn to what, specifically, are the desired results (outcomes) of contract performance? Is it a lower level of defaults on federal loans? Is it a reduction in benefit processing time? Is it broader dissemination of federal information? Is it a reduction in the average time it takes to get relief checks to victims? What is the ultimate intended result of the contract and how does it relate to the agency's strategic plan? This is one of the tough tasks that the team will face. 
The answers to these questions are found, not with an exhaustive analysis, but through facilitated work sessions with your program staff, customers, and stakeholders. Greater innovation and insight is possible if the team avoids the process of reviewing paper or an examination of the status quo. Once those thoughts are formulated they are captured in the performance work statement (PWS) or statement of objectives (SOO). To do this well, the team should seek information from the private sector during market research (step three of the seven-step process) because industry benchmarks and best practices from the "best in the business" will sharpen the team's focus on what the performance objectives should be.

Decide What Constitutes Success
Just as important as having a clear vision of desired results is having a clear vision of what will constitute success for the project. These are two distinct questions the team must ask themselves:

• Where does the team want to go?

• How will we know when we get there?

For example, in the Joint Direct Attack Munitions (JDAM) research and development acquisition, affordability (in terms of average unit production price) was a key element to that team’s vision of what constituted a successful project. Affordability was communicated clearly from top-level management to the acquisition team and from the acquisition team to the competing contractors. As the project manager recalled—

I had a strong sense of empowerment... from the Air Force Chief of Staff who said basically, ‘Do what you have to do to get the products under $40,000’ ...

With that clear mandate and the benefits of head-to-head contractor competition, the final, winning proposal included an average unit production price under $15,000 ... far lower than the original cost target of $40,000 and the original cost estimate of $68,000 per unit. This example demonstrates why it is important to establish a clear vision for success. Having that clear vision for success will then serve to focus the efforts of the PBA team in crafting the acquisition, the contractors in competing for award, and the government-industry team throughout contract performance.

Determine the Current Level of Performance
The main reason for determining the current level of performance is to establish the baseline that future performance can be measured against. If you do not know where you started, you cannot tell how far you have come. In order to think about taking measurements of current performance, think about what happens when you rent a car. The company will give you a piece of paper with an outline of a car on it. You are asked to go outside, and mark on the diagram every nick and scratch you see, so that when you return the car, the baseline is clear. This is precisely what we need to do with our current contracts or operations. Keep in mind that the government does not necessarily have to do the baseline measurement. Another approach is to require a set of metrics as a deliverable under a current contract. Even if there were no existing provision, this could easily be done via contract modification. New solicitations can be written with provision for delivery of baseline and/or current performance levels, either annually, at the end of the contract, or both. The acquisition team must determine the adequacy of the baseline data for the new contract to ensure that the best performance results are achieved.

Best Practices
Best practices for describing the problem include:

• Linking the acquisition to mission and performance objectives.

• Defining the (at a high level) the desired results.

• Deciding what constitutes success.

• Determining the current level of performance.

STEP 3 – MARKET RESEARCH

Market research is a vital means of arming the PBA acquisition team with the expertise needed to conduct an effective performance-based acquisition. This type of information helps determine the suitability of the marketplace for satisfying a need or requirement. Market research is the continuous process of collecting information to maximize reliance on the commercial marketplace and to benefit from its capabilities, technologies, and competitive forces in meeting an agency need. Market research is essential to the government's ability to buy best-value products and services that solve mission-critical problems. 
The ultimate goal of market research is to help the acquisition team become informed consumers. The market research information helps the acquisition team develop the optimum strategy for meeting the requirement. Since market research should address both business and technical considerations of a requirement, it requires the active participation of all acquisition team members as appropriate. The regulations make it mandatory that market research be the first step in any acquisition. It should be done before:

· Developing new requirements documents;

· Soliciting any offers over the simplified acquisition threshold (SAT);

· Soliciting offers under the SAT when adequate information is not available and cost to conduct the research is justified; and 

· Soliciting offers for acquisitions that could lead to a bundled contract.

Acquisition histories may not give the whole picture needed for planning a specific acquisition, particularly if commercial practices or technology to deliver the service is changing rapidly. There may be times when this information is not adequate, such as first time purchases, rapidly changing technology, change in market capability, and no known sources. In determining and identifying the scope and extent of additional research needed, you should follow these steps:

· Review information already in hand (including your personal knowledge of the market from prior requirements and the findings of recent research on like requirements);

· Identify information deficiencies;

· Select sources of additional information; and 

· Plan the collection of additional market information (i.e. when and how) during the acquisition planning, presolicitation, solicitation, and evaluation phases.

Take a Team Approach to Market Research
It is not unusual for the technical staff to conduct market research about marketplace offerings while the contracting staff conducts market research that focuses on industry practices and pricing. However, a better approach to conducting market research is for the entire PBA team to be a part of the effort. This enables the members of the team to share in the understanding and knowledge of the marketplace and a common understanding of what features, schedules, terms and conditions are key for their project’s success. The team should consider such factors as urgency, estimated dollar value, complexity, and past experience as a guideline for determining the amount of time and resources to invest in this effort. Do not invest more resources (e.g., lead time, available personnel, and money) then are warranted by the potential benefits. In addition, when acquiring services under the simplified acquisition threshold (SAT), conduct market research when adequate information is not available and the circumstances justify the cost of such research. 

Talk with other Federal, state, and local resources
While many are familiar with examining private-sector sources and solutions as part of market research, looking to the public-sector is not as common a practice. Yet it makes a great deal of sense on several levels. First, there is an increased interest in cross-agency cooperation and collaboration. Second, agencies with similar needs may be able to provide lessons learned and best practices. So it is important for the PBA team to talk to their counterparts in other agencies. Taking the time to do so may help avert problems that could otherwise arise in the acquisition. Other resources include state and local governments that are experienced in procuring certain services that have not been procured by the Federal Government. Contacting these resources can be handled through a formal market survey. 

Customers
A wealth of information can be obtained from customers of prospective contractors regarding:

· how well a contractor performs;

· the reliability and quality of the product or service;

· the price they may have paid; and

· delivery terms and conditions, and warranty provisions.

Talk to Private-Sector Companies before Structuring the Acquisition
With regard to the more traditional private-sector market research, it is important to be knowledgeable about commercial offerings, capabilities, and practices before structuring the acquisition in any detail. This is one of the more significant changes brought about by acquisition reform. In today’s marketplace it’s vital to understand how private sector buyers structure their requirements and business deals when similar services are bought.  Whether it’s facility management, food services, or consulting support, major companies buy most of the same services we do. Unlike the public sector, the private sector must sustain their competitive advantage through efficiencies. The more we understand how and why industry buys the way they do the better we can be at creating innovative requirements packages and business solutions that will improve performance and reduce costs.  

Some of the more traditional ways to identify who can deliver the service we require is to issue a "sources sought" type notices at FedBizOps.gov, conducting "Industry Days," issuing Requests For Information, and holding presolicitation conferences. But it is also okay to simply pick up the phone and call private-sector company representatives. Contact with vendors and suppliers for purposes of market research is encouraged. In fact, FAR 15.201(a) specifically promotes the exchange of information "among all interested parties, from the earliest identification of a requirement through receipt of proposals." Once the procurement is underway, the treatment of prospective contractors must be fair and impartial and the standards of procurement integrity (FAR 3.104) must be maintained. So, the real key is to begin market research before the procurement is underway.

Consider One-on-One Meetings with Industry

While many may not realize it, one-on-one meetings with industry leaders are not only permissible–see Federal Acquisition Regulation 15.201(c)(4)–they are more effective than draft solicitations or pre-solicitation conferences. Note that when market research is conducted before a solicitation or PWS is drafted, the rules are different. FAR 15.201(f) states that general information about agency mission needs and future requirements may be disclosed at any time. Since the requirements have not (or should not have) been defined, disclosure of procurement-sensitive information is not an issue. It is effective to focus your market research on commercial and industry best practices, performance metrics and measurements, innovative delivery methods for the required services, and incentive programs that providers have found particularly effective. This type of research can expand the range of potential solutions, change the very nature of the acquisition, establish the performance-based approach, and represent the agency's first step on the way to implementing an effective and meaningful "incentivized" partnership with a contractor.

Look for Existing Contracts

A thorough review of acquisition histories on current or prior contracts for the same/similar items helps determine the type of market information needed for a particular acquisition. In fact, FAR Part 10 requires that as part of market research, the PBA team must go to http://www.contractdirectory.gov to see if there is an existing contract available to meet agency requirements. The team must document the market research results into a written market research report that is kept in the contract file. The amount of research, given the time and expense, should be commensurate with the size of the acquisition.

Document Market Research
The market research report is the document prepared after all information has been compiled. It provides a summary of the market research team’s activities and should provide a logical basis for determining whether or not to acquire a commercial product to satisfy agency needs. You should always check with your local agency for any additional requirements that may not be listed.

Note:  The FAR 10.002(e) does not make it mandatory to prepare a market research report; however, it encourages agencies to document the results of market research in a manner appropriate to the size and complexity of the acquisition.  Remember, it is easier to compile information into one document that will be included in the contract file. 
Best Practices for Market Research

· Take a team approach to market research

· Talk with other Federal, State, or Local agencies

· Talk with your customer

· Talk to private-sector companies before structuring the acquisition

· Consider one-on-one meetings with industry

· Look for existing contracts

· Document market research

Market research techniques

This table illustrates techniques to use in compiling data necessary for making the best decisions when planning the procurement.
	Technique
	Application
	Impact

	
	
	

	1.  Investigate the market.  Determine current status of technology, extent of commercial applications, and source availability.
	Buys where rapid technological changes influence the way the requirement is stated.
	Market indicators influence the specifications and the contracting approach (e.g., multi-year, options, type of contract).  Significant savings by adapting commercial items.

	2.  Brief Industry. Conduct widely publicized briefings on future requirements to gain interest and to solicit comments on planned approach.
	Seek out new companies.
	Acquire information that will affect the specification development and contracting approach.

	3.  Contact potential contractors to discuss requirements and get recommendations about planned acquisitions.
	All buys.
	Enhanced requirements definition, solicitation development, and competition.

	4.  Visit potential sources.  Target qualified potential sources who typically do not respond to solicitations.
	Where history suggests that responses may be insufficient.
	Identify and encourage new and possibly better sources to submit offers.

	5.  Attend industry and trade association conferences.
	Key personnel who need to keep abreast of new developments, industry trends, and make contacts.
	Knowledge of current technology and commercial successes and failures as applied to agency requirements.

	6.  Acquire literature about commercial products, industry trends, product availability, reliability, and prices.
	All requirements.
	More sources to solicit. Affects how requirements are stated, facilitates price analysis, and identifies new products.

	7.  Analyze procurement history by examining quality and extent of competition, prices, and performance results.
	All buys.
	Revise requirements, specifications, and contracting approach based on “lessons learned.”

	8.  Evaluate and test commercial items fully, as appropriate.
	Whenever seemingly artificial barriers to the use of commercial items exist.
	Develop data about the performance of commercial items.  Determine necessary adaptations and develop cost estimates.

	9.  Advertise in trade journal and other publications to solicit inquiries.
	Any buy where competition is limited and GPE announcements are not reaching potential sources.
	More responses from new, perhaps better, sources.



	10.  Use the GPE; provide complete data and synopsis far in advance of a solicitation.
	All nonexempt procurements over $25,000.
	More inquiries and responses.  Sufficient time to receive expressions of interest about a requirement and alert potential contractors to release of a solicitation.

	11.  Determine why selected contractors do not respond to a solicitation.
	All procurements where responses are insufficient or apparently well-qualified sources do not respond.
	Identify the impediments to effective competition.  Document and publicize “lessons learned.”

	12.  Examine business and trade association directories.
	All buys.
	Identify additional sources to solicit and acquire basic information about these sources.

	13.  Use Federal Procurement Data System information.
	All buys where an insufficient number of sources are responding (e.g., you can search FPDS for the NAICS codes for your product and obtain a printout of contractors who have previously supplied it).
	Identify current Government contractors, what was purchased, and if the purchase was competitive.  Also, information about past procurements of the same/similar supplies, products, or services.

	14.  Examine Federal Supply Schedule.
	All requirements that might be satisfied by commercially available products or services.
	Identify products or services on schedules at a favorable price and terms.

	15.  Contact the agency small business advisor to assist in locating qualified small and minority suppliers.
	All requirements.
	Identify qualified small and minority businesses for inclusion in a sources list.


Market research Sources

You may find this list of sources helpful when conducting your market research: 

Commercial Advocates Forum, http://www.acq.osd.mil

Federal Information Exchange, http://www.fie.com

Acquisition Reform Net, http://www.arnet.gov

Thomas Register, http://www.thomasregister.com

Department of Commerce, http://www.commerce.gov

Federal Supply Schedule, http://www.fss.gsa.gov

Small Business Administration, http://www.sbaonline.sba.gov Consumer Reports, http://www.consumerreports.com

National Contract Management Association, http://www.ncmahq.org

Dow Jones Business Information Services, http://www.dowjones.com

Standard & Poor’s Research Reports, http://www.multexnet.com/broker.htm

Manufacturer’s Information Network, http://www.mfginfo.com

Computer Buying Guide, http://www.maven.businessweek.com

National Association of Purchasing Managers, http://catalog.com/napmsv/pcat.htm

National Yellow Pages, http://www.yellowpages.com

Federal Business Opportunities, http://www.fedbizopps.gov

Government Contracts Directory, http://www.contractsdirectory.gov

Other Helpful Web Sites

http://www.imart.org/

A collection of search engines, directories, and databases to aid in market research.

http://www.cadv.org/

Disseminates information to enable exchanges of questions and answers and to share best practices and lessons learned.

http://industrylink.com

Hundreds of links to companies grouped by technology.
http://bigbook.com

Yellow pages of 16 million U.S. businesses.

http://switchboard.com

Business search engine.

http://www.techweb.com

More than 100 links to industry, focused on electronics.

Other Things to be Considered

Effective planning for future requirements and organizing resources to acquire them will enable an agency to meet its needs in a most economical and timely manner. Some ways to capitalize on this are listed below:

· Consolidate requirements. (beware not to violate the anti-bundling regulations)

· Identify economic ordering quantities

· Identify possible Economy Act acquisition

· Establish a tentative schedule of purchases

· Staff and train to meet expected workload

· Obtain other necessary resources

Possible Economy Act Acquisitions

The Economy Act provides authority for federal agencies to order services from other federal agencies, and to pay the actual costs of those services. It is allowable if the following conditions exist:

· Funds are available

· The head of the agency decides the order is in the best interest of the government

· The agency or unit filling the requirement can provide or get by contract the services

· The head of the agency decides that the ordered services cannot be provided as conveniently or cheaply by commercial enterprise

· A Determination and Finding (D&F) has been written and approved

The Economy Act does not apply to required sources of supplies and services in FAR Part 8. Check with your agency to determine if other procedures apply before transferring funds outside your agency.

Program Planning and Budgeting for Large, Complex Requirements

Requirement managers should consider these planning and budgeting considerations:
Commercial items: Procurement of commercial services will reduce overall costs through buying services that are competitively priced in the commercial marketplace, using performance-based methods in lieu of buying services using Government specifications. Further administrative cost savings will be realized through the streamlined and simplified procedures and contracting documents utilized in commercial contracting.

Market surveillance: Ongoing market surveillance by an agency will provide it with valuable information on products and industries, current and emerging processes and technologies, and trends and forecasts. Cost projections based upon current and anticipated market conditions can contribute to more realistic acquisition planning, budgeting, and price/cost estimating.

Lead times: Information regarding delivery and services lead times should be collected as part of the agency’s market research activities. To monitor procurement lead times, agencies should utilize management information systems or other reporting processes that establish milestones for individual procurement events, and report whether they have been met.

“Green” Purchasing: All potential acquisitions must consider green purchasing. “Green” refers to a range of products including recycled content, energy-and-water-efficient, environmentally preferable, and bio-based, as well as the use of non-ozone depleting substances, alternative fuel vehicles and alternative fuels. The Office of the Federal Environmental Executive website provides information on green purchasing at: http://www.ofee.gov/gp.

Financial Management Considerations

When reviewing the funds for a commitment, the resource manager will certify that the funds requested are available in the amount requested, of the correct fiscal year, and are of the correct appropriation for the work to be done. An obligation is the “legal reservation” of funds tying the government to a liability, e.g. a contract for goods or services. An expenditure is payment of some or all of an obligation and is generally considered to have occurred when the paying finance office issues a check or releases an electronic funds transfer (EFT), which is the preferred method of payment. An outlay occurs when actual money is withdrawn from the U.S. Treasury and transferred to the recipient’s bank account, i.e. cashing the check. When the check or electronic funds transfer clears the Federal Reserve System, there is an outlay from the General Fund of the Treasury.

Misappropriation Act
Title 31, U.S. Code, Section 1301, which deals with the application of monies appropriated by Congress, requires funds be used only for programs and purposes for which the appropriation is made. Violations of the Misappropriation Act can be avoided by either initially budgeting for the requirement in the proper appropriation or, if circumstances change after the President’s Budget is submitted to Congress, by properly reprogramming funds during the execution year.

Antideficiency Act
Title 31, U.S. Code, Sections 1341 and 1517 are probably the most important statutes affecting spending obligations at the activity level. The main provisions of these sections:

a. Prohibit any officer or employee from making or authorizing an obligation in excess of the amount available in an appropriation or in excess of the amount permitted by agency regulations.
b. Forbid the government from obligating funds in advance of appropriations.
c. Require the head of each agency to issue regulations establishing an administrative control system both to keep obligations within the amount of apportionment, and to enable the agency to fix responsibility for making obligations in excess of the apportionment.

Bona Fide Need Rule

Section 1502(a) of Title 31, U.S. Code states that, “The balance of an appropriation or fund limited for obligation to a definite period is available only for payment of expenses properly incurred during the period of availability, or to complete contracts properly made within that period of availability and obligated consistent with section 1501 of this title”. Simply stated, the bona fide need rule (law) requires appropriated funds be used only for goods and services for which a need arises during the period of that appropriation’s availability for obligation. Strict interpretation of this law combined with the appropriation act language means that the need may arise anytime during the period the appropriation act states the funds are available.

Generally, services are a bona fide need of the fiscal year in which the services are performed. Thus, service contracts have not normally been permitted to cover a period which involves two different fiscal years. However, two important exceptions exist to this general rule: nonserverable services exception and statutory exceptions. 

Nonserverable services exception: If the services produce a single or unified outcome, product, or report, the services are considered to be nonserverable. The government may fund the entire effort with dollars available for obligation at the time the contract is awarded and the contract execution may cross fiscal years.

Statutory exceptions: The FY98 Defense Authorization Act amended 10 USC 2410a to permit authorized DoD agencies to obligate funds available at the time of contract award to finance a severable service contract with a period of performance not to exceed 12 months. For example, the DoD agency may obligate FY 07 funds for a 12 month severable service contract that begins anytime during FY 07 and continues into FY08. However, a Service or Defense Agency has the discretion to limit the application of this exception and require subordinate activities to budget for and execute this type contract on a strictly fiscal year basis.

Continuing Resolution
 A continuing resolution provides “stopgap” funding to keep affected agencies operating for a specified period of time. This period, spelled out in the resolution, may range from a few days to a few weeks or months, depending on when Congress believes it can pass the final appropriation bill(s). Unlike an appropriation act, a continuing resolution does not specify dollar amounts of budget authority. Rather, it permits activities to operate at “the current rate of operations”, which is usually based on one of the following levels depending on the circumstances specified in the continuing resolution: 1) the amount the activity was appropriated in the prior year or 2) the lowest Congressional mark. Depending on the status of the appropriations bills and whether or not a program was zeroed out during the committee mark-ups, other spending level limits may be specified in the continuing resolution. However, the two mentioned previously are the most common. The interpretation of a “current rate of operations” is left to the individual agencies, but clearly is not intended to permit obligation of an entire year’s worth of funding during the period covered by the continuing resolution act.
	
	

	Unit 3

Allotted time
	In class:  3 hours

(includes a 15 minute break)

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective 

	
	The Terminal Learning Objective: Students will determine the appropriate level of communication with industry to achieve an overall business strategy that will account for and address industry risk that results in a win-win outcome.

The Enabling Learning Objectives are:

· Discuss the areas of risk that industry must consider in assessing a business opportunity and developing its proposal;

· Identify how industry evaluates and manages risk throughout the acquisition life cycle;

· Explain the importance to the government of addressing industry risk issues in the acquisition life cycle. 

	
	

	
	

	Purpose
	The purpose of this section is to have you determine the appropriate level of communication with industry to achieve an overall business strategy that will account for and address industry risk that results in a win-win outcome. 

	
	

	
	


CONTRACTOR CASE STUDY FOR ACQ 265

DOD AGENCY ANTI-TERRORISM CONTRACT

INSTRUCTIONS:

In this case study, we ask you to put yourself in the shoes of your industry counterpart.  In your groups, read the following scenario, identify the risks, suggest strategies to mitigate/avoid the risks, and justify a “bid/no bid” decision.  

To aid your group in looking at risks from differing viewpoints, we ask that each member of your group play one of the following roles commonly involved in this process:  

· performing organization manager, 

· finance officer, 

· legal representative, 

· contracting manager, and 

· human resources manager.  

In your group discussions, think of the problem from the viewpoint of the individual whose role you are playing.  

You have 30 minutes to work on this scenario.  Be prepared to present a short (no more than 5-minutes) briefing to the class on your answers to each question.

SCENARIO:

1. Client requires assistance in addressing biological and chemical terrorist threats to its mail facilities and services. Client has defined two broad tasks to be contracted out:
· Development of an emergency preparedness plan, to include procedures for threat detection, containment of hazardous substances, risk assessment, decontamination of equipment/facilities, protection/medical testing of personnel, communications, and mail handling procedures.

· Development of a training program (platform and online) for supervisors covering procedures for implementing the emergency preparedness plan.

2. Time is of the essence — client needs to award contracts as quickly as possible and work must be completed within 9 months of contract award, with interim deliverables due earlier. 

3. This acquisition will be awarded on the basis of tradeoffs, although price may be a consideration. While the client is willing to pay premium prices because of the critical nature of the work, we believe that our strongest competitor may undercut prices in order to get the work. It is estimated that between $8M and $10M will be available for labor and specialized equipment. 

4. Our prior assignments with this client, combined with our extensive biological/chemical warfare qualifications, put us in a strong position to win the work.

5. Client wishes a vehicle that can accommodate rapid order placement with limited competition — Company A and Company B appear to be significant competitors.

6. Substantial subcontracting and use of independent consultants will be required in specific technical areas, including hazardous materials containment and medical testing. A teaming arrangement with the research arm of a major state university would strengthen our team. We also may need the expertise of the UK-based research lab of a major pharmaceutical company. All professional staff will require security clearances. 

7. Work will be performed in the metropolitan DC area with travel to other urban centers. The contractor will be required to provide decontamination equipment and other materials. Live agent hazardous materials will not be involved. 

8. Risks from contractor failure to perform, or from errors or omissions in project deliverables, are very high. However, if we successfully complete the work, it is likely that other DoD and civilian agencies would provide logical follow-on tasking for similar work.  It is also likely that this effort could lead to substantial business opportunities with state and local government agencies as well as commercial firms.  

QUESTIONS:
1.  What do you see as the risks to your company?

2.  How do these risks affect competition, pricing, and performance?

3.  What strategies could mitigate these risks?

4.  Will you compete for this contract?  Justify your decision.

	
	

	Unit 4

Allotted time
	In class:  7 hours and 30 minutes over a two-day period 

(includes two 15 minute breaks, a one hour lunch break, and one hour for team presentations/discussions)

	
	

	
	

	Student Note
	Use this information as reference material, along with the slides.  You will continue to use the information contained in the case study to develop your Risk Management Assessment Matrix, Requirements Roadmap Worksheet during this unit activity. As a homework assignment, you should have already read Unit 4 assigned reading material in preparation for these activities.

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective 

	
	The Terminal Learning Objective: Student, using a performance requirements roadmap worksheet, will develop the key performance objectives, performance standards and AQLs for their case project.   In addition they will complete a Risk Management Assessment Matrix that identified and categorized potential performance risk areas.  

The Enabling Learning Objectives are: 

· Differentiate between a Statement Of Work, Statement Of Objectives and PWS;  

· Identify the elements of a PWS;

· Develop a risk matrix for the project;

· Develop a Performance Requirements Roadmap defining key requirements 

· Analyze, compare, and contrast their team products (Risk Management Matrix, Requirements Roadmap worksheets) with the other team’s products.

Case Analysis #2 (Develop Schedule, and Risk Management Matrix, Requirements Roadmap Worksheet). This unit includes a team presentation and discussion of Unit 2 and Unit 4 deliverables.

	
	

	
	

	Purpose
	The purpose of this section is to have students analyze the Performance Requirements needed to support this acquisition and Risk Management Assessment that will lead to mission success.

	
	


UNIT 4 READING MATERIAL

4.0 STEP 4 – Requirements Definition

There are two ways to develop a performance-based requirement. One way is by using a performance work statement (PWS) and another way is by using a top-level description of the problem that is built around a statement of objectives (SOO). The performance based acquisition team should consider both approaches in determining which is more suitable. The PWS process is discussed in most existing guides on performance-based service contracting and in the Federal Acquisition Regulation. Among its key processes are the conduct of a task or requirements analysis and development of a performance work statement and quality assurance surveillance plan.   Before we start defining outcomes, let’s assess our requirement for areas of performance risk that we should consider in developing our requirements document.

4.1 PROGRAM RISK AREAS

Risk is a measure of future uncertainties in achieving successful program performance goals. Risk can be associated with all aspects of the program.   Risk addresses the potential variation in the planned approach and its expected outcome. While such variation could include positive as well as negative effects, our focus is only on the negative future effects since services acquisition programs have had trouble in this area. The risk assessment consists of three components: a future risk, a probability (or likelihood) of that future risk occurring, and the consequence (or effect) of that future occurrence. 

Program risk includes all risk events and their relationships to each other. Therefore, risk management requires a top-level assessment of the impact to the program when all risk events are considered, including those at the lower levels of the program. Program risk assessment should be the roll-up of all low-level events; however, most likely, it is a subjective evaluation of the known risks, based on the judgment and experience of experts. Therefore, any roll-up of program risks must be carefully done to prevent key risk issues from “slipping through the cracks”.

The program or project office has continuous demands on its time and resources. It is difficult and probably impossible to assess every potential area and process. To manage risk, the program or project office should focus on the critical areas that could affect the outcome of their programs.  Risk events may be determined by examining each required performance element and process in terms of sources or areas of risk. Broadly speaking, these areas generally can be grouped as cost, schedule, and performance, with the latter including technical risk. When the word “system” is used, it refers to the requirement for services as a “system” with many different activities and events. The more complex the services requirement is, the more likely it will have the components and characteristics of a “system”. The following are some typical risk areas:

· Business/Programmatic Risk

· Scheduling issues that may impact success?

· Technical Risk

· Maturity of technology and processes reliant on technology

· Funding Risk

· Are funds identified for which availability is reliant on pending events or approvals?  Have adequate funds been identified?

· Process Risk

· Are new processes required to be implemented?

· Organizational Risk

· Implementing change within an organization

· Risk Summary

· Overview of the risk associated with implementing the initiative
· e.g. “is there adequate service life remaining to justify this change?”

Additional areas, such as environment impact, systems safety, and occupational health are also analyzed during program planning. The acquisition team should consider these areas for early assessment since failure to do so could cause dire consequences in the program’s latter phases. Program/project managers must recognize that any work being performed on Government property or Government workspace should have the proper control and oversight into access of facilities, clearances, and visitor control. 

Identifying program risk requires the program office to consider relationships among all these risks and may identify potential areas of concern that would have otherwise been overlooked. One of the greatest strengths of a formal, continuous risk management process is the proactive quest to identify risk events for handling and the reduction of uncertainty that results from handling actions.

The risk management model is a helpful tool designed to help identify and manage risk during the acquisition process. This model is broken down into four phases:

· Planning—the process of developing an organized and comprehensive strategy for identifying and tracking risk areas, performing risk assessment, and delegating the proper resources to handle that risk.

· Assessment—the process used to identify and analyze circumstances and events that could have a negative effect on program cost, schedule, or performance. The assessment phase has three components:

· Risk Identification—processes are evaluated to document associated risk. 

· Risk Analysis—examines each area/process to further define the risk, isolate its cause, and determine the effect.

· Risk Rating and Prioritization—risk areas are defined in terms of likelihood of occurrence, severity of consequence, and the relationship to other risk areas or processes.

· Handling—this phase is for identifying, evaluating, selecting, and implementing options to minimize risk so that it does not affect program parameters.

· Monitoring—this final process is used to track and evaluate risk-handling measures to ensure that the risk was properly controlled or resolved.

Risk analysis is the process of examining each identified risk to refine the description of the risk, isolate the cause, and determine the effects. It refines each risk in terms of its probability of occurrence, its consequence, and its relationship to other risk areas or processes. The frequently used term “risk assessment” includes the distinct activities of risk identification and risk analysis. The results for each risk are then plotted in the corresponding single grid square on the Risk Reporting Matrix, seen below:

[image: image3.emf]
Successful acquisition programs will likely have the following risk management characteristics:

· A feasible, stable, and well-understood customer requirements;

· A close partnership with users, industry, and other stakeholders;

· A planned risk management process integral to the acquisition process, and especially to the technical planning processes;

· A continuous, event-driven technical review process to help define a program that satisfies the user’s needs within acceptable risk;

· An identification of risks and risk analyses;

· A developed, resourced, and implemented risk mitigation plan;

· An acquisition strategy consistent with risk level and risk mitigation plans;

· A continuous and iterative assessment of program and associated risks;

· A defined set of success criteria that covers all performance, schedule, and cost elements; and 

· A formally documented risk management process.

Effective management of program risk root causes requires a close working relationship between the program office and the potential contractor(s). The program office should understand the differences in the government’s view of risk versus industry’s view, and ensure all risk management approaches are consistent with program objectives. This is because the government will focus on managing overall program risks while the contractor is charged with maintaining accountability in design and executing the requirements of the contract. Both the government and potential contractor(s) need to understand the risks clearly, and be involved in planning the risk management effort. For more information regarding risk management, please refer to the Risk Management Guide for DOD Acquisition, Sixth Edition, Version 1.0, dated August, 2006  located at https://acc.dau.mil/GetAttachment.aspx?id=108257&pname=file&aid=24105 and the Defense Contract Management Agency (DCMA) Supplier Risk Management Guidebook located at http://guidebook.dcma.mil/5/guidebook_process.htm
4.2 REQUIREMENTS DEVELOPMENT 
At this step of the process, the Planning Phase of the seven step service acquisition process has been tackled.  The team is ready to use the collected data from the previous three steps (Form the Team, Current Strategy and Market Research) to begin developing the Requirements Document.
Step 4.a: Express Requirements in Terms of Outcomes or Results
The top-down approach will usually generate requirements in terms of results or outcomes. However, the task-analysis approach may result in a task list and/or WBS. Often, these are process or resource focused, rather than results focused. The key requirements must be expressed in terms of results or outcomes to fit into the PWS.

Step 4.b: Scrub the Results to Eliminate Unnecessary Ones
The performance-based acquisition team needs to identify the essential inputs, processes, and outputs during task analysis. Otherwise, the danger is that contractors will bid back the WBS, and the agency will have failed to solicit innovative and streamlined approaches from the competitors. One approach is to use the "so what?" test during task analysis. For example, once task analysis identifies outputs, the performance-based acquisition team should verify the continued need for the output. The team should ask questions like:

• Who needs the output?

• Why is the output needed?

• What is done with it?

• What occurs as a result?

• Is it worth the effort and cost?

• Would a different output be preferable?

• And so on...

Warning: An analysis of requirements is often, by its nature, a close examination of the status quo; that is, it is often an analysis of process and "how" things were done, exactly the type of detail that is not supposed to be in a PWS. The objective of this step is to define the key requirements in terms of results or outcomes. This analysis is the basis for establishing performance requirements, developing performance standards, writing the PWS, and producing the quality assurance plan.

Step 4.c: Capture the Results of the Analysis in a Matrix
As the information is developed, the performance-based acquisition team should begin capturing the information in a performance matrix. The DoD recommends taking the desired outcomes, performance objectives, performance standards, and acceptable quality levels that have been developed during the analytical process and documenting them in a Performance Requirements Summary (PRS). The PRS serves as the basis for the PWS.

The PRS matrix has five columns:

1.  Performance objective: What must be accomplished to satisfy the requirement?

2.  Performance standard: What are the standards for timeliness, quantity and quality (such as completeness, reliability, accuracy, customer satisfaction, cost, and so forth)?

3.  Acceptable quality level: How much error will we accept?

4.  Monitoring method: How will we determine that success has been   achieved?

5. Incentive: How do we motivate continuous improvement?

The following chart shows you an example of a PRS matrix:
	Performance

Objective
	Performance Standard
	Acceptable Quality Level

(AQL)
	Monitoring

Method
	Incentive

	Maintain customer access to automated information during established hours
	Service must not be closed to public assess more than X minutes  during the month (day, hour)
	X minutes per month (day, hour)
	· Random inspection (site visits, telephone calls)

· Review automated telephone system reports.

· Review contractor reports.
	· 5% reduction in monthly invoice for each Y minutes per month above standard

	
	
	
	
	

	 
	 
	 
	 
	 

	 
	 
	 
	 
	 


Performance Requirements Roadmap Worksheet

The requirements roadmap worksheet is the document we will use during the course.  It provides a more expansive version of the PRS that links performance objectives to the overall acquisition performance objectives.  It also includes more detailed inspection information and responsibilities.  When using either approach, it is vital that all elements of the document be aligned with the mission objectives you are trying to deliver.  If you develop a performance objective and standard, but have no way to inspect it, you have a problem.  In this case you will need to revisit the objective or find new technology for the inspection.  All the elements must fit together as a whole before writing the PWS.

 SHAPE  \* MERGEFORMAT 



Performance objectives using the roadmap process should link back to key stakeholder outcomes.  It may take several performance objectives to satisfy a desired outcome.  
The next step is to identify appropriate and reasonable performance standards (i.e., how well the work should be done). The purpose is to establish objectively measurable standards (adjectives and adverbs) for all of the tasks that have been identified as "needs" of the customer. Examples of performance standards could include:

• Response times, delivery times, timeliness (meeting deadlines or due dates), and adherence to schedules.

• Error rates or the number of mistakes or errors allowed in meeting the performance standard.

• Accuracy rates.

• Milestone completion rates (the percent of a milestone completed at a given date).

• Cost control (performing within the estimated cost or target cost), as applied to flexibly priced contracts. 

This component of PBA is as important as the standards and measures we set.  It should reflect the minimum needs to meet the performance objective.  The standards we set are cost drivers because they describe the performance levels that the contractor must reach to satisfy the performance objective.  Therefore they should accurately reflect what is needed and should not be overstated.  Performance standards are the criteria for determining whether the work requirements are met. That is, they represent the minimum acceptable levels of performance for the contract requirements. Another way of describing a performance standard is using terms like measurement threshold or defining it as “the limit that establishes that point at which successful performance has been accomplished”. Performance standards should be clearly written, in sufficient detail for them to be attainable, and objectively “measurable.” Likewise, vague descriptions can only be subjectively assessed by an evaluator.

The performance standards should be written in a manner that describes the outcome or output measures but does not give specific procedures or instructions on how to produce them, except in special cases. When the Government specifies the “how-to’s,” the Government also assumes responsibility for ensuring that the design or procedure will end with the desired result. On the other hand, if the Government specifies only the outcome performance and accompanying quality standards, the contractor must then use its best judgment in determining how to achieve that level of performance. Remember that a key PBA tenet is that the contractor will be entrusted to meet the Government’s requirements and will be handed both the batons of responsibility and authority to decide how to best meet the Government’s needs. The Government’s job is to then to evaluate the contractor’s performance against a set of standards that our performance-based acquisition team established. Those assessment methods identified in the QASP, together with the contractor’s quality control plan, will also help in evaluating the success with which the contractor delivers the level of performance agreed to in the contract.

Review the Success Determinants
In Step Two, the performance-based acquisition team described the problem that needs solving by answering these questions: what is the problem the agency needs to solve; what results are needed; and will it meet the organizational and mission objectives? The task now is to build the overall performance measurement and management approach on those success determinants. 

Rely on Commercial Quality Standards
While a customer may desire the work accomplished to a particular standard, that standard may not be consistent with current industry practices. Market research may reveal that commercially acceptable performance standards will satisfy the customer at a lower price. The performance-based acquisition team may also discover that industry standards and tolerances are measured in different terms than those that the customer has used in the past. Rather than inventing metrics or quality or performance standards, the performance-based acquisition team should use existing commercial quality standards (identified during market research). It is generally a best practice to use commercial standards where they exist, unless the commercial standard proves inappropriate for the particular requirement. Industry’s involvement, accomplished through public meetings, requests for information (RFI), or draft RFPs, will help in finding inefficiencies caused by too strenuous standards in the PWS, and will also lead to cost efficiencies that can be achieved through the use of commercial practices.

Quality Control Plan
A quality control plan is a plan developed by the contractor for its internal use to ensure that it performs and delivers high-quality service. Often the quality control plan is part of the contractor’s original proposal, and in many cases, it is incorporated into the resultant contract. 

Performance Standards: Performance Characteristics

As a general rule of thumb, the performance characteristics for a task have three basic elements: quantity, quality, and timeliness. In establishing the performance standards, choose objective measurements wherever possible. The quantity and timeliness characteristics are generally fairly straightforward to define, but the quality characteristics are often difficult to define. The important quality characteristics must

be defined by the customer. Quality may be one or more of the following: cost, accuracy, completeness, reliability, repeatability, consistency, customer satisfaction, and so forth.

Select Only a Few Meaningful Measures on Which to Judge Success

Whether the measures are developed by the proposing contractor or by the performance-based acquisition team, it is important to limit the measures to those that are truly important and directly tied to the program objectives. The measures should be selected with some consideration of cost. For example, the team will want to determine that the cost of measurement does not exceed the value of the information and that more expensive means of measurement are used for only the most risky and mission critical requirements.

Include Contractual Language for Negotiated Changes to the Metrics and Measures

One important step the performance-based acquisition team can take is to reserve the right to change the metrics and measures. One effective way to do this is for the agency and the contractor to meet regularly to review performance. The first question at each meeting should be, "Are we measuring the right thing?" This requires that the contractual documents include such provisions as value engineering change provisions, share-in-savings options, or other provisions preserving the government's right to review and revise.

Incentives
Incentives can be monetary or non-monetary. They should be positive, but include remedies, as appropriate, when performance targets or objectives are missed.

Creating an incentive strategy is much the same as crafting an acquisition strategy. There is no single, perfect, "one size fits all" approach; instead, the incentive structure should be geared to the acquisition, the characteristics of the marketplace, and the objectives the government seeks to achieve. This will be discussed in further detail in Unit 6 of your course reading material. 

Performance Standards
Performance standards are established and included in the PWS after the requirements are identified and written. Under PBA, the Government implicitly is willing to accept the contractor solution as long as it meets expressed performance requirements. The performance goal is a target level of performance expressed as a tangible, measurable objective, against which actual achievement can be compared. Goals may be expressed as quantitative standards, values, or rates, as appropriate. Performance standards should:

• address quantity, quality and timeliness;

• be objective, not subjective;

• be clear and understandable;

• be realistically achievable;

• be true indicators of outcome or output; and

• reflect the Government’s needs.

Where possible, we should identify systemic performance standards. The more critical the result is to objectively-measurable accomplishment, the more likely the need to develop a unique performance standard to evaluate the result. The level of detail of performance standard development should correspond to our expectation of essential work accomplishment. We do not need to identify performance standards explicitly if the requirement is so clearly stated that a standard for performance has been unmistakably, albeit implicitly, established in the PWS--but be careful to not assume something is clear and implicit. The rule is “When in doubt, put it in,” rather than the opposite.

An important consideration regarding performance standards is cost. When we apply performance standards appropriately, we should actually reduce overall costs as performance deficiencies are identified and improvements to existing processes are made. Nevertheless, we need to be very selective in applying only needed performance standards at the suitable level, so as not to spend money for unnecessary performance standards. We should ask the following questions in this area:

1. Is this level of detail necessary?

2. What performance can be measured by querying the contractor’s data system?

3. What is the risk to the Government of not having this level of performance?

Standards may be previously published, well-recognized industry-wide standards, or may be developed by the Government with industry input to ensure they are realistic and effective. The latter effort may be accomplished through public meetings, public comment on proposed standards, or a Request for Information per FAR 15.2. We should be wary of a potential pitfall in follow-on contracts being converted to PBA, in that we should not merely copy performance standards from previous contracts. These performance standards may have been “how to” rather than “what we need” documents.

Acceptable Quality Levels (AQLs)
How the contract will be administered needs to be addressed during the PWS development phase. Waiting until after contract award to devise answers to questions will be too late. Often a convenient way to manage these types of problems is for the performance-based acquisition team to establish an acceptable quality level (AQL) for the task. This tool is a recognition that unacceptable work happens, and that in most cases zero tolerance is prohibitively expensive. In general, the AQL is the minimum number (or percentage) of acceptable outcomes that the Government will permit. For example, in a requirement for taxi services, the performance standard might be "pickup the passenger within five minutes of an agreed upon time." The AQL then might be 95 percent; i.e., the taxi must pickup the passenger within 5 minutes 95 percent of the time. Failure to perform to the AQL could result in a contract price reduction or other action.

An alternative method for measuring performance is to set the Maximum Allowable Defect Rate (MADR) [sometimes referred to as the Maximum Error Rate (MER)]. The MADR is the number of occurrences during an evaluation period (usually the contractor’s invoice period) that the contractor can fail to meet the performance standards for a work requirement and still be considered as performing satisfactorily. The MADR is defined as the defect rate in a population of services above which the contractor’s performance is considered unsatisfactory. The MADR can be expressed as either a number of occurrences or a percentage of the total number of work occurrences during the evaluation period. If the contractor provides either nonconforming service or nonperformance at a frequency rate that exceeds the MADR, the contract administration team should take appropriate action to lead the contractor back to satisfactory performance, or a more serious contract administration action (e.g., termination for default or for cause). 

AQL vs. MADR
AQL's and MADR's approach defining the threshold between acceptable and unacceptable performance from two extremes. The AQL defines the minimum number or percentage of acceptable outcomes, while the MADR defines the maximum number or percentage of unacceptable (defective) outcomes. MADR's are often used to set acceptance levels for products, since the percentage of defects (we hope) is a small number. AQL's are often used to measure customer satisfaction and for measuring the number of outcomes completed in a given time period. While an AQL and MADR serve the same purpose, they are different. For example, for a MADR of 1%, which corresponds to an AQL of 99%, it is possible to improve the MADR by 10% but it is not possible to improve the AQL by 10%. So, when continuous improvement goals are defined for the contractor, it may be more convenient to use a MADR. Also, the phrase "defective" implies a very negative outcome. In some situations, it will be better to use an AQL to promote continuous improvement. A good rule of thumb is to try to define an AQL. Switch to a MADR if the defect rate is less than 1%, or if the number of defects is being measured (e.g., a report with no more than 3 defects per page). AQL's should be used when measuring customer satisfaction or the responsiveness of the contractor (e.g., 80% of calls answered within 5 minutes).

Reviewing AQLs (or MADRs)
Once the team has established the AQLs, they should review them:

• Are the AQLs realistic?

• Do they represent true minimum levels of acceptable performance?

• Do they consider cost trade-offs?

• Are they consistent with the selected method of surveillance?

• Are they compatible with the measurement of performance?

• Is the AQL clearly understood and communicated? For instance, if the AQL is an error percentage, is it a percentage of time the performance can vary, or is it a percentage of variation from the performance standard?

Step 4.d - Write the Performance Work Statement
Ensure you have completed all elements of the PRS or the Requirements Roadmap Worksheet before starting to write the PWS.  There is not a standard template or outline for a PWS. The Federal Acquisition Regulation only requires that agencies to the maximum extent practicable:

· Describe work in terms of required results rather than “how” the work is to be   accomplished or the number of hours to be provided.

· Enable assessment of work performance against measurable performance standards
· Rely on measurable performance standards and financial incentives in a competitive environment to encourage innovation and cost effective methods of performing the work.
Although writing the PWS is listed as part of Step 4, in practice, one should realize that the Seven-Step Process is a repetitive and iterative process. It is advisable to have worked through all seven steps before writing the final version of the PWS.

Format
In terms of organization of information, a SOW-like approach is suitable for a

PWS:

1. Introduction.

2. Background information.

3. Scope.

4. Applicable documents.

5. Performance requirements.

6. Special requirements/Constraints (such as security).

7. Deliverables.

However, the team can adapt this outline as appropriate. Before finishing, there should be final checks, so be sure your team examines every requirement carefully and delete any that are not essential and searches for process descriptions or "how" statements and eliminate them. Many agencies have posted examples of performance-based solicitations that can provide some guidance or helpful ideas. However, since the nature of performance-based acquisition is (or should be) tied to mission-unique or program-unique needs, keep in mind that another agency's solution may not be an applicable model.

Best Practices & Lessons Learned for Developing PWS
Best practices and lessons learned for developing a PWS include:

• Don't spec the requirement so tightly that you get the same solution from each offeror. If all offerors provide the same solution, there is no creativity and innovation in the proposals.

• PBA requires that the integrated solutions team jettison some traditional approaches to buying services. Specifically, specifying labor categories, educational requirements, or number of hours of support required should be avoided because they are "how to" approaches. Instead, let contractors propose the best people with the best skill sets to meet the need and fit the solution. The government can then evaluate the proposal based both on the quality of the solution and the experience of the proposed personnel.

• Prescribing manpower requirements limits the ability of offerors to propose their best solutions, and it could preclude the use of qualified contractor personnel who may be well suited for performing the requirement but may be lacking -- for example – a complete college degree or the exact years of specified experience. ["Guidebook for Performance-Based Services Acquisition (PBSA)”, Department of Defense] For some services, in fact, such practices are prohibited. Congress passed a provision (section 813) in the 2001 Defense Authorization Act, now implemented in the FAR. It prescribes that when acquiring information technology services, solicitations may not describe any minimum experience or educational requirements for proposed contractor personnel unless the contracting officer determines that needs of the agency either (1) cannot be met without that requirement or (2) requires the use of other than a performance-based contract.

• Remember that how the PWS is written will either empower the private sector to craft innovative solutions, or cripple that ability.

Style Guidelines for Writing PWS
The most important points for writing style guidelines are summarized below:

· Style: Write in a clear, concise and logical sequence. If the PWS is ambiguous, courts are likely to side with the contractor’s interpretation of the PWS.

· Sentences: Replace long, complicated sentences with two or three shorter, simpler sentences. Each sentence should be limited to a single thought or idea.

· Vocabulary: Avoid using seldom-used vocabulary, legal phrases, technical jargon, and other elaborate phrases.

· Paragraphs: State the main idea in the first sentence at the beginning of the paragraph so that readers can grasp it immediately. Avoid long paragraphs by breaking them up into several, shorter paragraphs.

· Language Use: Use active voice rather than passive.

· Abbreviations: Define abbreviations the first time they are used, and include an appendix of abbreviations for large documents.

· Symbols: Avoid using symbols that have other meanings.

· Use shall and don’t use will: The term shall is used to specify that a provision is binding and usually references the work required to be done by the contractor. The word “will” expresses a declaration of purpose or intent.

· Be careful using any or either. These words clearly imply a choice in what needs to be done contractually. For instance, the word any means a limited number selected at the discretion of the contractor.

· Don’t use and/or since the two words together (and/or) are meaningless; that is, they mean both conditions may be true, or only one may be true.

· Avoid the use of etc. because the reader would not necessarily have any idea of the items that could be missing.

· Do not use catch-all/open-ended phrases or colloquialisms/jargon. Examples of unacceptable phrases include “common practice in the industry,” “as directed,” and “subject to approval.”

· Do not use terms without adequately defining them.

Step 4.e – Develop a Statement Of Objective
The alternative approach is to use a SOO. This is an emerging methodology that turns the acquisition process around and requires competing contractors to develop the PWS, performance metrics and measurement plan, and quality assurance surveillance plan. The contractor’s proposed PWS, performance metrics and measurement plans, and quality assurance plans are evaluated during the source selection phase prior to contract award. The use of a SOO is appropriate when the requirement cannot be defined in succinct terms. The use of a SOO is described briefly in the Department of Defense "Handbook for Preparation of Statement of Work (SOW)":

The SOO is a Government prepared document incorporated into the RFP that states the overall solicitation objectives. It can be used in those solicitations where the intent is to provide the maximum flexibility to each offeror to propose an innovative development approach.

The SOO is a very short document (e.g., under ten pages) that provides the basic, high-level objectives of the acquisition or activity. It is provided in the solicitation in lieu of a government written statement of work or performance work statement. In this approach, the contractors' proposals contain statements of work and performance metrics and measures (which are based on their proposed solutions and existing commercial practices). Clearly, use of a SOO opens the acquisition up to a wider range of potential solutions.

Format of a SOO
There is no set format for a SOO, but a recommended approach includes the following:

1. Purpose.

2. Scope.

3. Period of performance.

4. Place of performance (if known and/or required).

5. Background.

6. Performance or program objectives.

7. Constraints (may include security, privacy, safety, and accessibility).

The Government-prepared SOO is usually incorporated into the Request For Proposal (RFP) either as an attachment or as part of Section L. At contract award, the contractor-proposed PWS (solution) can be incorporated by reference or integrated into Section C of the contract. The first statement made in a SOO should be an explanation of how the acquisition relates to the agency's program or mission need and what problem needs solving (as defined under the Scope and Program Objectives sections). How many solicitations have you seen that begin with a statement like, "This is a solicitation

for a time-and-materials contract." Or: "The purpose of this solicitation is to acquire information technology hardware, software, and services." Or this one: "This is a performance-based specification to acquire services on a time-and-materials basis." In the context of performance-based acquisition, all are bad starts. An example of a recent Veterans Administration SOO is:

The purpose of this task order is to obtain loan servicing in support of VA's portfolio that will significantly improve loan guaranty operations and service to its customers.

This simple statement was a signal that the acquisition had made a huge break from the predecessor contract, which had started with something like, "This is a requirement for information technology resources." The turnaround was the realization that the need was for loan servicing support services and that technology was the enabler. The above SOO did not describe how the goals were going to be achieved. That was the responsibility of the contractor to propose and implement. This approach leads to innovative solutions that usually result in improved performance at lower total costs.

SOO Scope
A short description of scope in the SOO helps the competitors to get a grasp on the size and range of the services needed. The Scope for the Veterans Administration example previously presented was:
The purpose of this [task order] is to provide the full range of loan servicing support. This includes such activities as customer management, paying taxes and insurance, default management, accounting, foreclosure, bankruptcy, etc., as well as future actions associated with loan servicing. This Statement of Objectives reflects current VA policies and practices, allowing offerors to propose and price a solution to known requirements. It is anticipated that specific loan servicing requirements and resulting objectives will change over the life of this order. This will result in VA modifying this order to incorporate in-scope changes.

Another consideration for the performance-based acquisition team to consider is the budget authority (in dollars) available to fund the acquisition. In an acquisition approach as "wide open" as a statement of objectives, the competing contractors will need insight into funding authority so that they can size their solution to be both realistic and competitive. Budget issues may also be listed as a constraint.

Develop the Background
The background and current environment stated in the SOO also provides important information to assist contractors in providing the Government a solution that best fits the circumstances or need. A best practice when using a SOO is to provide a brief overview of the program, listing links to web-delivered information on the current contract, government-controlled, government-furnished equipment, and a hardware configuration or enterprise architecture, as appropriate. The development of this information is essential so that contractors can perform meaningful due diligence.

Write the Performance Objectives into the SOO
In step two of the seven-step process, the task of the performance-based acquisition team was to "decide what problem needs solving." The basis for that analysis was information in the agency's strategic and annual performance plans, program authorization documents, budget documents, and discussions with project owners and stakeholders. That information constitutes the core of the SOO. In the case of the Veterans Administration, for example, the acquisition's performance objectives were set forth in this opening statement:

VA expects to improve its current loan servicing operations through this task order in several ways. Primary among these is to increase the number and value of saleable loans. In addition, VA wants to be assured that all payments for such items as taxes and insurance are always paid on time. As part of these activities, the VA also has an objective to improve Information Technology information exchange and VA's access to automated information on an as required basis to have the information to meet customer needs and auditors' requirements.

Note that the above statement focuses on the objectives in terms of customer needs and service, regulatory issues (e.g., taxes), continuous improvement, and so forth. The statement did not specify how the contractor was to achieve the objectives. In addition, contractor performance towards achieving the stated objectives can be easily measured (e.g., number of loans, taxes paid on time, etc.).

Make Sure the Government and the Contractor Share Objectives
In order for PBA to be successful, the government and the contractor must have a partnership toward shared goals. This is a far cry from the old-school acquisition approach, characterized by driving cost down and then berating the supplier to demand delivery. When the agency and the contractor share the same goals, the likelihood of successful performance rises dramatically.

Constraints
The purpose of a SOO is to provide contractors with maximum flexibility to conceive and propose innovative approaches and solutions. However, in some cases, there may be constraints that the Government must place on those solutions. For example, core financial systems used by federal agencies must comply with requirements of OMB Circular A-127 and the guidance of the Joint Financial Management Improvement Program. Acquisitions related to technology will need to conform to the agency's information technology architecture and accessibility standards. In addition, there may be considerations of security, privacy, and safety that should be addressed. There may also be existing policies, directives, and standards that are constraining factors. The performance-based acquisition team should work with program managers, staff, customers, and stakeholders to identify and confirm essential considerations. 

Before finalizing the document, the performance-based acquisition team should examine the entire SOO carefully and delete anything that is not essential. It is unlikely that another agency's SOO would prove very useful in developing another agency’s SOO due to the specific nature of each agency’s objectives, constraints, and other factors. New processes take time to perfect and require ongoing experimentation and innovation. Once the team has defined the requirement in terms of an outcome and developed a PWS or SOO (Step 4 of the PBSA process), it is important for the team to conduct a business case analysis (BCA). Performing a BCA allows the team, based on estimates, to explore the costs and benefits of alternative means of sourcing the requirement. 
4.3 USE OF BUSINESS CASE ANALYSIS

Business Case Analysis (BCA) is a method used to identify the costs and benefits received through the initiation of different materiel acquisition sourcing strategies. This method can also be applied to the acquisition of services that are complex or of high dollar value. The BCA addresses the best estimates of costs and benefits for alternative means of sourcing the requirement. BCAs should be tailored to the level of complexity and estimated dollar value of the project. BCAs will range from simple (outlining status quo with at least one proposed alternative) to something that is more detailed (using three viable alternatives and comparison of costs and benefits and in some cases conducting an economic analysis). When conducting the BCA, you should consider using the same assumptions no matter the level of detail and rigor. These assumptions are:

· Problem Identification

· Goals and Objectives

· Scope

· Objectives for Cost, Schedule, and Quality/Performance

· Risk Identification and Mitigation Plan

· In-Progress Reviews (IPRs)

· Provides a feedback loop that examines planned vs. actual progress related to cost, schedule, and performance.

· Identifies changes to the scope of the initiative during implementation that might require cost, schedule, and performance adjustments.

· Post-Implementation Reviews (PIRs)

· Provides a feedback loop that shows whether goals and objectives of the initiative identified in the BCA have been accomplished. If not, the implemented initiative may need to be modified or reworked.

Problem Identification

Provide an assessment of the problem and supporting data including whether metrics or customer expectations are being met by using existing data, generating new data when cost effective, or developing a detailed assessment of the problem.

Goals and Objectives/Selection Criteria

Identify the organizational goals, objectives and desired outcomes/outputs of the alternatives, which serve as selection criteria against which to compare various alternatives. These goals, objectives, and desired outcomes/outputs also serve as a baseline against which to compare the success of the selected alternative once it is implemented. This involves a discussion on level and availability of statistics or data.

Assumptions

Discuss the assumptions made when describing the problem or the current sourcing method and discuss all assumptions made regarding the stated alternatives. Include a discussion concerning uncertainties. Depending on the complexity and estimated dollar amount, this could range from providing a brief statement of assumptions and uncertainties, listing all assumptions and uncertainties with a clarifying narrative which states whether assumptions are strong or weak, or including a detailed discussion of assumptions including rationale for each assumption and assessing the importance of each assumption to the analysis and whether these assumptions are strong or weak and quantifying uncertainties when appropriate.

Requirements and Constraints

Discuss the requirements and constraints of the analysis. These should include time, cost, quality/performance, legal/legislative, internal review, ethical, political, technical, social, institutional, economic, environmental, or other requirements or constraints. This involves stating known requirements and constraints, listing all requirements and constraints with a clarifying narrative, or by providing a detailed discussion of all requirements and constraints.  Also provide a description of each alternative’s scope, cost, quality/performance expectations, a schedule for implementation and the expected timeframe for achieving goals and objectives. This involves providing a very brief description of each alternative, by providing a brief description with pertinent points that qualitative uncertainty as high, medium, low, or by providing an exhaustive description of each alternative with pertinent points with quantitative probabilities using statistical or other models.

Advantages and Disadvantages of Each Alternative

Discuss at a minimum the following: impacts of each alternative on the organizational objectives and goals; impacts to customers and employees; problems related to surge and sustainment; difficulties with changing the requirement in the future to adapt to changing situations (flexibility/rigidity); type and extent of any disruptions to work processes; political, social, economic, ethical, legal/legislative issues. The level of detail is dependent on the complexity and estimated dollar amount of the project.

Risk Assessment

Identify and analyze the impact of risks. Determine whether to accept, transfer, avoid, or control/mitigate the risk and propose how this will be accomplished. List any known risks, describe these risks and assess significance and probability of occurrence qualitatively, or thoroughly identify and describe all risks and assess significance and probability of occurrence quantitatively if project is complex or estimated dollar amount of project is high.

Comparison of the Alternatives

Compare the quantitative and qualitative costs and benefits identified in the Description of Alternatives against the selection criteria identified in the Goals and Objectives/Selection Criteria. Identify whether the alternatives(s) is feasible to pursue, provide a matrix where preferences are ordered in a display according to benefits and costs, or provide a quantitative comparison of alternatives using concept testing and validation where appropriate by providing a rigorous sensitivity analysis depending on the complexity or estimated dollar value of the project.

Recommendation

Recommend the alternative that maximizes net benefits and is the best overall value to your organization and customer. Discuss how well the selected alternative will solve the problem/issue and any potential adverse impacts and how they will be addressed.

Verification

Provide a plan to verify the BCA at regular appropriate intervals during the implementation phase of the initiative and track whether goals and objectives are being achieved during the post-implementation period. During the Implementation Review compare planned with actual scope, cost, schedule/timeframe, and quality/performance. During the Post-Implementation Review, compare actual success of the requirement in meeting planned goals and objectives that the initiative was supposed to accomplish.

Now that the team has defined the requirement in terms of an outcome, developed a PWS or SOO, and conducted a BCA to determine the best means of achieving the desired outcomes, it is necessary to conduct a more thorough risk assessment. This type of analysis occurs after the best approach has been determined from conducting a BCA. This is a continuous process that examines each identified risk (which may change as circumstances change), isolate the cause, determine the effects, and then determine the appropriate risk mitigation plan. If your team is requesting the contractor to provide a solution as part of their proposal that contains a performance-based statement of work and performance metrics and measures, then it is also appropriate to have the contractor provide a risk mitigation plan that is aligned with that solution. To learn more about risk management and using a risk mitigation plan, we suggest you take the DAU online course, entitled CLM017, Risk Management.  
4.4 PERFORMANCE ASSESSMENT STRATEGIES

Traditionally, PBA contracting methods have used the term “quality assurance” to refer to the functions performed by the government to determine whether a contractor has fulfilled the contract obligations pertaining to quality and quantity. The term “quality assurance” does not accurately capture the true essence of PBA. An agency does not “assure quality” it assesses contractor performance. As such, performance assessment is not surveillance. In a PBA environment, it is the contractor that is contractually responsible for quality assurance, further motivated through various kinds of incentives and past performance assessments. Agencies are still responsible for ensuring that they get what they are paying for by periodically evaluating performance through the appropriate assessment methods. This is done by deciding how to measure and manage performance. 

Performance Assessment Personnel

As previously stated, personnel who will be assessing the contractor’s performance may be referred to as the Contracting Officer’s Representative (COR) or the Contracting Officer’s Technical Representative (COTR), but their duties are essentially the same and they play a very important role in the development of the criteria of any requirement. In accordance with DFAR 201.602-2,  “A COR must be qualified by training and experience commensurate with the responsibilities to be delegated in accordance with department/agency guideline.”

CORs become the main interface between the activities (technical aspects of the project, balancing customer needs against what was agreed upon in the contract, and managing the contractor performance). For that reason, the role of the COR is very important. Unless the PWS is developed correctly and completely, the other areas of the contract performance may become inadequate which will cause the role of the COR to be extremely demanding and time consuming. Therefore, the PWS comprises the “heart” of any requirement and the success or failure of a contract is generally dependent on the quality of the stated outcome. CORs must have a general knowledge of contracting to be able to assist the contracting personnel in establishing the correct method of contracting. The contracting officer will take the lead in this area, but should be able to obtain assistance in assessing the technical risks and requirements from the person who will be assessing the contractor’s performance. Stating the evaluation criteria is a key factor in the development of the requirement. The technique for establishing or assessing the contractor’s performance is established before the contract is awarded. It is the responsibility of the COR, in conjunction with the performance-based acquisition team to establish the performance requirements and quality levels/standards of the specifications. The number of assessment criteria and requirements will vary widely depending on the specification, the amount of risk involved, the uncertainties that exist, and the type of contract. The criteria and rating plan should be established in order to motivate the contractor to perform beyond the normal requirement when it is determined that the Government will benefit from these improved performances.

Have the Contractor Propose the Metrics and the Quality Assurance Surveillance Plan (QASP)

When using a SOO, require the contractor to propose performance metrics and the QASP because the actual solution is not known until proposed by the contractor. With a SOO, offerors are free to develop their own solutions, so it makes sense for them to develop and propose a QASP that is tailored to their solution and commercial practices. If the agency were to develop the QASP, it could very well limit what contractors can propose. The performance-based acquisition team needs to consider what is required in a QASP especially since the necessity for quality control and assurance has changed over time. In short, QASPs were quite necessary when federal acquisition was dominated by low-cost selections. Think about the incentives at work: To win award but still protect some degree of profit margin, the contractor had to shave his costs, an action that could result in use of substandard materials or processes. However, with the increased use of best-value selection and an emphasis on past performance evaluation and reporting, there are entirely different incentives at play.
Assessment Methods 

Several methods can be used to evaluate a contractor’s performance. Below are some examples of commonly used assessment methods:

Random sampling: Random sampling is a statistically based method that assumes receipt of acceptable performance if a given percentage or number of scheduled assessments is found to be acceptable. The results of these assessments help determine the government’s next course of action vis-à-vis the contractor, if necessary, and whether adjustments in this method of assessment are necessary. If performance is considered marginal or unsatisfactory, the evaluators should document the discrepancy or finding and begin corrective action. If performance is satisfactory or exceptional, they should consider adjusting the sample size or sampling frequency. Random sampling is the most appropriate method for frequently recurring tasks. It works best when the number of instances is very large and a statistically valid sample can be obtained.

Periodic sampling: Periodic sampling is similar to random sampling, but it is planned at specific intervals or dates. It may be appropriate for tasks that occur infrequently. Selecting this tool to determine a contractor’s compliance with contract requirements can be quite effective, and it allows for assessing confidence in the contractor without consuming a significant amount of time.

Trend analysis: Trend analysis should be used regularly and continually to assess the contractor’s ongoing performance over time. It is a good idea to build a database from data that have been gathered through performance assessment. Additionally, contractor-managed metrics may provide any added information needed for the analysis. This database should be created and maintained by government personnel.

Customer feedback: Customer feedback is firsthand information from the actual users of the service. It should be used to supplement other forms of evaluation and assessment, and it is especially useful for those areas that do not lend themselves to the typical forms of assessment. However, customer feedback information should be used prudently. Sometimes customer feedback is complaint-oriented, likely to be subjective in nature, and may not always relate to actual requirements of the contract. Such information requires through validation.

Third-party audits: The term “third-party audit” refers to contractor evaluation by a third-party organization that is independent of the government and the contractor. All documentation supplied to, and produced by, the third party should be made available to both the government and the contractor. Remember, the QASP should also describe how performance information is to be captured and documented. This will later serve as past performance information. Effective use of the QASP, in conjunction with the contractor’s quality control plan, will allow the government to evaluate the contractor’s success in meeting the specified contract requirements. Those assessment methods identified in the QASP, together with the contractor’s quality control plan will help evaluate the success with which the contractor delivers the level of performance agreed to in the contract. You can review the PWS by answering the following questions:

• Does the PWS describe the outcomes (or results) rather than how to do the work?

• Does the PWS avoid specifying the number of contract workers required to perform the work (except when absolutely necessary)?

• Does the PWS avoid specifying the educational or skill level of the contract workers (except when absolutely necessary)?

• Can the contractor implement new technology to improve performance or to lower cost?

· Can the contractor use lower cost materials and still meet the performance standards?

· Are the situations documented when tightly controlled materials or supplies are essential?

· Are commercial performance standards utilized?

· Do the performance standards address quantity, quality and timeliness?

· Are the performance standards objective, easy to measure, and timely?

· Is the assessment of quality a quantitative or qualitative assessment?

· Will two different evaluators come to the same conclusion about the contractor’s performance based on the performance standards?

· Are AQL’s or MADR’s clearly defined?

· Is the time period for the AQL/MADR clearly defined?

· Are the persons who will perform the evaluations identified?

· Are the AQL/MADR levels realistic and achievable?

· Will the customer be satisfied if the AQL/MADR levels are exactly met? (Or will they only be satisfied at a higher quality level?)

· Do the AQL/MADR allow for improvement?

· Is the value of evaluating the contractor’s performance on a certain task worth the cost of surveillance?
·  Have random sampling or periodic sampling been utilized in the QASP?

· Has customer feedback been incorporated into the QASP?

· Does the PWS make use of the contractor’s own quality control plan and MIS systems to reduce costs?

· Are there incentives to motivate the contractor to improve performance or to reduce costs?

· Are there negative incentives to handle poor performance?

· Will the contractor focus on continuous improvement?

Suggested Quality Assessment Plan Outline.

The QASP describes how the government personnel will evaluate and assess contractor performance. It is intended to be a “living” document that should be revised or modified as circumstance warrant. It is based on the premise that the contractor, not the government, is responsible for managing and ensuring that quality controls meet the terms of the contract, it should nevertheless be furnished to the contractor. The degree of performance assessment should be based on the criticality of the service or task and on the resources available to accomplish the assessment. Also, recognize that the methods and degree of performance assessment may change over time in proportion to the evaluator’s level of confidence in the contractor’s performance. Although there is no required format for this document, a suggested format for a QASP is shown below:

1. Purpose

2. Roles and Responsibilities

3. Procedures

4. Methods of Assessment

5. Successful Performance & Remedies

6. Certification of Services

7. Sample of Contract Discrepancy Report

8. Customer complaint procedures and training instructions

9. Acronyms and Abbreviations

	
	

	Unit 5

Allotted time
	In class:  2 hours  

(includes one hour for team presentations/discussions)

	
	

	
	

	Student Note
	Use this information as reference material, along with the slides.  You will continue to use the information contained in the case study as well as the Requirements Roadmap Worksheet, PWS, Schedule, Risk Management Matrix, and QASP your team developed to continue developing the Incentive Arrangement during this unit activity. As a homework assignment, you should have already read Unit 5 assigned reading material in preparation for these activities.

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective

	
	The Terminal Learning Objective: Students using the newly developed WBS, PRS, PWS, Schedule, Risk Management Matrix, and Quality Assurance Surveillance Plan, identify what risk areas need an incentive arrangement.  

The Enabling Learning Objectives are: 

· Identify the different types of incentives that can be used based on cost, schedule, and quality of performance; 

· Recognize the difference between performance incentives and award fee incentives;  

· Assess and apply performance incentives and/or award fee incentives; and

· Analyze, compare, and contrast their team products (incentives and award fee plan) with the other team’s products.

Case Analysis #4 (Develop an Incentive Arrangement). This unit includes a team presentation and discussion.

	
	

	
	

	Purpose
	The purpose of this section is to have you use the newly developed documents to identify what risk areas need an incentive arrangement.

	
	

	
	

	
	


UNIT 5 READING MATERIAL
DEVELOP AN ACQUISITION STRATEGY
At this point in the process you have a well defined performance requirement and performance assessment strategy; now how are you going to source it?  One consideration is to determine if this requirement is part of your agencies strategic acquisition initiative.  If not, during market research did you find another agencies existing contract that would be suitable for use in supporting this requirement?  When reviewing external acquisition options, you should examine your agencies external acquisition policies to make sure there are no potential conflicts.
If no other viable option is available you will need to develop an effective business strategy to support your requirement.  The business strategy involves selecting the right contract type, incentive structure and vendor selection process that will best achieve the mission performance outcomes your stakeholders need.
TYPES OF CONTRACT AND INCENTIVES

Incentives are not unique to performance-based acquisition process. Contracts, by their very nature, motivate successful performance because contractors that fail to perform satisfactorily don’t get paid. Increasingly, contracts are incorporating specified incentives designed to encourage superior performance. The government collects, maintains, and uses information on contractors past performance. An exceptional track record should give any contractor a greater competitive edge in future source selections and thus a stronger assurance of future work.  Past performance is always a no cost incentive.

Also, contract clauses such as liquidated damages provide a negative incentive. The point is that incentives are an effective element of PBA (or any contract) and that several methodologies are available that are useful for motivating high-quality performance. This section discusses the use of different contract types, incentives and remedies. The FAR does not make any recommendation on the type of contract to be used when contracting for services. However the selection of contract type must be reflective of the nature of the service and performance risk involved. Selection of a contract type should also serve to motivate the contractor to deliver optimum performance. You should also use your observations and understanding of common commercial practices to guide the selection of contract type.

Fixed-Price Contract Types

As a general rule, contracts for routine services, or efforts involving stable requirements, manageable performance risk, or follow on acquisition for recurring requirements should be fixed price type procurements. With these types of contracts the contractor is required to deliver the service performance outcome as specified in the requirements document and contract. Work must meet minimum stated performance standards. Service must be delivered within a specified time. This type of contract provides for a firm price or in some cases an adjustable price (i.e., a ceiling price or target price/cost) within defined limits or guidelines/circumstances. 

Contract amount represents full payment for the work. Exceeding this amount is at the contractor’s own expense. This type of contract is used when technical and cost uncertainties involved in contract performance can be estimated with sufficient accuracy (i.e., low or predictable risk). It is also the most appropriate type of contract to use when work can be clearly defined (or when the requirement is constant with no need for flexibility). The contractor bears more responsibility for the performance costs and resulting profit (or loss). Your team should consider using a firm-fixed price or fixed-price with economic price adjustment type contract when acquiring commercial items, using sealed bidding procedures, or negotiated procurements.

Cost-Reimbursement Contract Types

Services that can only be defined in general terms or that involve performance risk that is not easily quantified or managed should be obtained using some form of cost reimbursement type contract.  These types of contracts require the contractor to deliver their “best effort” to provide the specified service. Reasonable, allowable, allocable costs will be reimbursed, up to the level specified in the contract as the total estimated amount. Contract amount represents an estimate of total costs as a not-to-exceed ceiling which cannot be exceeded without Contracting Officer approval.  When using a cost type contract ensure:

· Contractor has an adequate accounting system.

· Government monitoring during performance provides assurance of efficient methods and effective cost controls.

Contractor bears less responsibility for the performance costs and resulting fee. Cost-reimbursement contracts are not authorized for the acquisition of commercial items. 

Multiple Year Verses Multi-Year

A lot of confusion can arise over these terms.  They both reflect types of contracts.   The vast majority of our contracts are multiple year contracts which normally consist of a base year and options for additional years of service that can be exercised by the government.  A “Multi-year contract” means a contract for the purchase of supplies or services for more than one (1) but not more than five (5) program years. A multi-year contract may provide that performance during the second and subsequent years of the contract is contingent upon the appropriation of funds, and (if it does so provide) may provide for a cancellation payment to be made to the contractor if appropriations are not made. The key distinguishing difference between multi-year contracts and multiple year contracts is that multi-year contracts buy more than one (1) year of the requirement (of a product or service) without establishing and having to exercise an option for each program year after the first.  They are rarely used in the acquisition of services.
Incentives
Incentives can be monetary, non-monetary, positive, or negative. They can be based on cost, schedule, or quality of performance. Regardless of the final composition and structure of the incentives, the goal is to encourage and motivate the best-quality performance. While cost incentives are tied to a degree to contract-type decisions, there are other cost and non-cost incentives for the integrated solutions team to consider, such as:

• Contract length considerations (options and award term).

• Strategic supplier alliances.

• Performance-based payments.

• Performance incentive bonus.

• Schedule incentives.

• Past performance evaluation.

• Agency "supplier of the year" award programs.

• Competitive considerations.

• Nonperformance remedies.

• Value engineering change provisions.

• Share-in-savings strategies.

• Letters of commendation.

Remember that performance incentives are negotiable. Developing an incentive strategy is a "study unto itself," and there are some excellent guides on the subject. 
Recognize the Power of Profit as a Motivator

Incentives will drive behavior so one of the keys to effective incentives involves recognizing that the actions of the private sector are motivated by profit. The word “profit” should not be viewed as a bad word. The Government relies on industry to provide your customers with products and services. We have regulations, policies, and procedures that allow industry to be compensated for these efforts. The performance-based acquisition team should understand that companies are motivated by generating a positive return on their investments for their investors. One contractor was heard to say, "You give us the incentive, we will earn every available dollar." It is important to understand the cause and effect relationship between contractor performance and the type of incentive used. In another words, whatever your team decides to incentivize, that is the area in which the contractor will focus or concentrate on, so your team needs to assure that you are creating a behavior that will result in the desired outcome.  

The real opportunity is to make incentives work to the government's advantage 

For example, link the incentive program to the mutually agreed-to contract performance measures and metrics. Then, incorporate value engineering change provisions (VECP) or share-in-savings strategies that reward the contractor for suggesting innovations that improve performance and reduce total overall cost. Set up the acquisition so that a contractor and the government can benefit from economies, efficiencies, and innovations delivered in contract performance. If the incentives are right, and if the contractor and the agency share the same goals, risk is largely controlled and effective performance is almost the inevitable outcome. This approach will help ensure that the contractor is just as concerned about every element of contract performance, whether maximizing operational efficiency overall, reducing subcontract costs, or ensuring the adequacy of post-award subcontractor competition and reasonableness of prices, as is the agency.
Cost-Based Incentives: Performance incentives are designed to relate profit or fee to results achieved by the contractor in relation to identified cost-based targets. For services such as maintenance of equipment, typical measures would be mean times between failures (MTBF), mean times to repair (MTTR) or system availability rates (in-commission rates). Regardless of the measure, performance incentives must be quantified and within a reasonable range (high-target-low).

Award-fee Contract Arrangements: Using evaluation factors established in an award fee plan, award-fee contracts are a tool for subjectively assessing contractor performance for a given evaluation period. They allow contractors to earn a portion (if not all) of the award-fee pool established at the beginning of the evaluation period. The agency unilaterally determines the amount of earned fee. In the context of PBA, the award-fee evaluation will be based on a subjective assessment of how well the contractor meets or exceeds the applicable performance standards.

Award-Term Contract Arrangements: Award-term arrangements are very similar to award-fee contracts, however, instead of money as compensation for quality performance, the contractor is awarded additional periods of performance. Or, if performance is habitually below standard, the period of performance can be shortened. Award-term arrangements are most suitable when establishing a long-term relationship is valuable both to the government and to the potential contractor. They differ from options in that award terms are based on a formal evaluation process and do not entail the regulatory procedures associated with priced options. Award-term arrangements are relatively new. 

Schedule Incentives: Schedule incentives focus on getting a contractor to exceed delivery expectations. They can be defined in terms of calendar days or months, attaining or exceeding milestones, or meeting urgent requirements.

Past Performance: Past performance information can affect decisions to exercise options or to make future contract awards. Past performance assessments are a quick way for motivating improved performance or to reinforce exceptional performance. Keep in mind that the integrity of a past performance evaluation is essential.

Considerations When Contemplating Incentives

Make sure incentives are realistic and attainable. Understand that a contractor will not spend a dime to earn a nickel. To achieve the desired outcome, incentives should be consistent with the effort and the contract value. They must also be carefully structured to consider their overall impact and to avoid any unintended consequences while providing value for achieving the mission. In addition, make sure that incentives are built upon performance objectives and performance standards, and ensure that they are measurable and attainable. If they do not clearly communicate the agency’s desires and expectations, they will have, at best, only a random chance of achieving the desired outcome. An “I will know it when I see it” approach is neither an incentive nor a performance standard. Instead ask yourself, these questions:
· Will enhanced performance provide additional value to the mission?

· Which areas of the requirement would benefit most from enhanced performance?

· Which areas do not need added incentives (or which areas can do without)?

· How much is the agency willing to pay to achieve a level of performance beyond the performance standard? Is there a potential for using cost-sharing?

· Do contractors within the particular industry prefer additional performance periods (award terms) in lieu of monetary incentives (award fees)?

· Is the incentive affordable? Will it affect timelines or schedules in a positive way? Adversely?

Positive and Negative Incentive Examples

Generally, incentives are preferred over disincentives. PBA techniques should include the use of appropriate incentives when the basic contract type itself does not adequately motivate the contractor. The Government can incentivize the contractor’s performance on just about any contractual aspect, so long as that performance provides ultimate benefit to the Government. Cost performance must be included as an incentive when we are dealing with other than FFP or FP/EPA contracts. Ultimately, whatever incentives we prescribe must be based on predetermined, objective performance standards that we can quantify, measure, and surveillance as needed. The list below provides examples of positive and negative ways to use incentives:
Positive:

· When performance exceeds standard, pay x% of monthly payment into pool. At the end of y months, pay contractor amount accrued in pool. 

· When performance exceeds standard, pay x% of monthly payment into pool. When pool has reached y dollars, pay contractor amount accrued in pool.

· When performance has exceeded the standard for x consecutive months, reduce government oversight or contractor reporting, as appropriate.

· Document past-performance report card, paying particular attention to performance that exceeded the standard.

Negative:

· When performance is below standard for a given time period, x% of the period’s payment will be withheld.
· When performance is below standard for a given time period, require the contractor to re-perform the service at no addition cost to the government.

· When performance is below standard for x consecutive months, increase surveillance or contractor reporting.

· Document past-performance report card, paying particular attention to performance that failed to meet the standard.

The Government has adopted several general principles pertinent to PBA-related incentives. First, it is the Government’s intent to obtain, using PBA methods, the products, services, and cost savings it requires by providing tangible incentives that motivate the contractor to achieve performance levels which exceed the performance requirement standards or acceptable quality levels and have benefit to mission performance. As the Government moves forward in the PBA realm, the agency is adopting a basic business premise that requires the contract vehicle itself to result in a mutual value for both contracting parties. Understandably, many contractors are reluctant to move into a PBA-based environment if it entails more risk to them, unless of course they can also anticipate more reward than they may have received in the past. Conversely and understandably, the approach of the Government is that a contractor who meets only the minimum performance standards merits only a minimum fee. Under the auspices of PBA, the Government is taking the stance that the earning of incentives should be based on objective ratings of the contractor’s performance rather than subjective ratings employed in the numerous CPAF contracts the Government has awarded in the past. If good, valid, objectively-measurable outcome criteria exist, then CPIF type structures using performance incentive provisions would be the preferred approach. These contracts would, by definition, fall into the PBA category since objective, measurable performance standards and performance incentives would be a component of their make-up.

In order to effectively use performance incentives, the solicitation package or contract must establish definitions (and units of measurement, or metrics) for “standard performance” and “maximum positive and negative performance incentives.” Units of measurement themselves also must be defined and described in the solicitation or contract. These definitions will vary from contract to contract, and need to be discussed during pertinent source evaluation/selection phases or sole source negotiations. A draft Request For Proposal (RFP) may be issued for comment, along with a RFP proposed alternative incentive arrangements. These criteria must focus on achieving program or project objectives, taking into account the program mission, the product’s key characteristics, and other unique features of the program. The performance-based acquisition team may jointly developed and negotiated these incentive criteria with contractor(s) and all potential stakeholders so that all parties “buy in” to the merits of this approach. Additionally, soliciting stakeholders input and feedback will help identify what the customer feels is most important. When developing appropriate incentive criteria, it might serve us well to keep the following attributes in mind:

1. Selected incentives must be relevant to the program and consistent with the program mission, goals, and operational requirements.

2. Incentives must be consistent with contract requirements as well as other program documents. Their use may be especially desirable in complex, high-dollar value efforts, or those with a history of performance or cost overrun problems.

3. Not only must chosen incentives be measurable, but the measurement systems themselves must be reliable.

4. Incentives should correlate accurately, one-for-one, with desired results. The burden is on the Government to accomplish necessary follow-up to ensure desired results are achieved, i.e., we must establish solid, stable measures to determine the extent to which good performance is actually realized. Also, we need to ensure the incentives we employ are effective in continuing to encourage good performance and discourage unsatisfactory performance.

5. As stated above, performance incentives may be positive, negative, or a combination. We should employ contract price deductions when contractor performance slips below the minimally- satisfactory level, and it makes good business sense to do so (that is, the administrative cost to assess deductions is positively offset by the individual or cumulative amount of the deductions themselves). Remember that where deductions are considered, the amount assessed should approximate the value of lost services/failed components. 

6. Incentives, to be effectively-employed, must be beneficial to both parties. While we must be careful to ensure, per our previous discourse, that the incentive structure itself makes sense and does not cost more to implement than its ultimate worth to the Government (including all relevant administrative costs), the incentives used must also be meaningful and performable on the part of the contractor in order for the contractor to find it worthwhile to innovate and search for ways to improve performance, motivate his/her personnel, and so forth. 

7.  Multiple incentive contracting combines the motivation for technological progress, timely delivery, and effective cost control with the ultimate objective of attaining an appropriate balance between performance, schedule, and cost control (not necessarily the lowest cost). The concept of multiple incentive contracting must quantitatively relate profit motivation directly with the Government's objectives. Multiple incentives must identify the alternative technical levels of performance that are possible and place relative value on the alternatives as affected by the relationship between cost, performance, and schedule decisions. Multiple incentives should be negotiated within a structure that gives appropriate weight to acquisition objectives. This includes a balancing of the range of cost and performance goals. The proper balancing of objectives achieves two important results. All multiple incentive contracts must have a cost incentive. It is the responsibility of the acquisition team to establish the cost/performance correlation or cost-equivalent ratio.
	
	

	Unit 6
Allotted time
	In class:  5 hours and 30 minutes 

(includes one 15 minute break, one hour lunch break, and one hour for team presentations/discussions)

	
	

	
	

	Student Note
	Use this information as reference material, along with the slides.  You will continue to use the information contained in the case study as well as the Requirements Roadmap, PWS, Schedule, Risk Management Matrix, QASP, and Incentive Arrangement the team developed to continue developing the Acquisition Strategy and Source Selection evaluation criteria and proposal submission requirements during this unit activity. As a homework assignment, you should have already read Unit 6 assigned reading material in preparation for these activities.

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective 

	
	The Terminal Learning Objective: Students using the newly developed documents (Requirements Roadmap, PRS, PWS, Schedule, Risk Management Matrix, Performance Assessment Plan and an Incentive Arrangement) using these principles to develop an acquisition strategy, evaluation criteria for successful selection, and proposal submission requirements. 

The Enabling Learning Objectives are: 

· Determine what type of contract and length of contract that is best suited to this type relationship based on cost, schedule, and performance parameters;

· Identify any special requirements that must be factored into the acquisition strategy (to include an incentive arrangement) which will meet cost, schedule, and performance goals; 

	
	

	
	


	
	

	Terminal learning objective, continued
	· Develop the source selection evaluation criteria, relative importance, assessment criteria, risk assessments and proposal submission requirements (Section L and M of the solicitation and elements of the source selection plan); and

· Analyze, compare, and contrast their team products (Acquisition Strategy, Section L and Section M) with the other team’s products.

Case Analysis #5 (Develop an acquisition strategy, source selection evaluation criteria and proposal submission requirements). This unit includes a team presentation and discussion.

	
	

	
	

	Purpose
	The purpose of this section is to have you develop evaluation criteria for successful selection.

	
	

	
	


UNIT 6 READING MATERIAL
EXECUTE THE STRATEGY
Acquisition Plans for Services
Contents of written acquisition plans

Acquisition plans for services must describe strategies for implementing PBA methods or provide a rationale for not using them, provide a rationale if contract type is other than firm-fixed price (FFP), and explain PBA descriptions to be used. The acquisition plan serves many other related purposes. It is used to communicate the requiring activity’s approach to higher management. These senior personnel are focused on very high level questions, such as the following:
· Is the plan consistent with current DoD priority policies?  (For example, providing for full and open competition and the appropriate use of fixed-price type contracts)

· Is the plan executable?

· Are the top-level objectives appropriate and in the best interest of the DoD and the United States?  

On a more fundamental basis, the plan helps to generate commitment by all stakeholders to support the plan’s execution.  It serves as a permanent record of decisions made regarding the acquisition strategy for future reference. 
Policy goals 

The FAR states that one of the principle goals in acquisition planning is to acquire commercial and (to the extent available commercial items are not suitable) nondevelopmental items (NDI) to the maximum extent practicable. Agencies shall perform acquisition planning and conduct market research (see FAR Part 10) for all acquisitions in order to promote and provide for full and open competition. Written acquisition plans are required for military departments and agencies per FAR Part 7.
Phases of the process
The table below shows phases of the preparation and approval process that may be required. This process is general in nature and should be tailored as needed to satisfy local policy requirements. The estimated time to complete each phase is dependent on the complexity of the acquisition.

	Phase 
	Description

	Drafting
	The first step is to determine your acquisition strategy, then 

document that strategy using the format and content assistance provided by your agency.

Bring together your team-those who will play a part in carrying

out the acquisition-to discuss the issues to be addressed in the acquisition plan.

This should be done early in the process.

	Consultation
	FAR Subpart 7.1, Acquisition Plans, and your local procedures 

determines which offices (such as the competition advocate)

coordinate and/or sign the acquisition plan.

Your contracting activity may have developed a process to 

efficiently obtain the required coordination and valuable inputs

to the plan.

	Resolution
	The goal of the resolution phase is to resolve all significant

comments. 

Three possible results are:

· The program manager or planner concurs with the 

      comment and makes the recommended change.

· The comment may be withdrawn if the reviewer agrees

           with the program manager or planner’s position.

· The comment may be elevated for resolution by the 

           approving authority.

The program manager or planner is responsible for adequate 

resolution of all comments.

	Local Signature
	The program manger or planner and the contracting officer sign

and date the plan.

	External Approval
	External coordination with higher headquarters may be needed.

Your office may have a designated focal point for this function.


Drafting the plan 

Start with a planning meeting to discuss major strategy issues, and then begin to draft the plan. Preparing a detailed planning document will be much easier once the following major issues are resolved:  

· What are your performance, cost, and schedule objectives?
· What are the user’s requirements?  Have they been addressed?
· What are the risks of not achieving them?
· What contract type is appropriate given the risks?
· How should the end item be tested and evaluated?

Rest of the plan
Other major issues which must be resolved are:

· How will the user maintain the items?

· How will the user/support command keep the items operational?

· What kinds of data do we, the user, and the supporter need?

· Is there a competitive market for the effort?

· How can we develop/sustain competition through follow-on and support efforts?

· Do we need a warranty?

Major elements of the plan 

According to FAR 7.105, an acquisition plan contains the acquisition background, objectives and plan of action. The plan should address all the technical, business, management, and other significant considerations that control the acquisition, and identify the milestones at which decisions should be made. Your agency may have a set format you must follow. If not, you can follow the outline as described in FAR 7.105 or DFARS 207.105

SOURCE SELECTION CONSIDERATIONS

The objective of source selection is to select the offer, which represents the best value to the Government. In many cases, this is achieved through a tradeoff process of evaluating and comparing factors in addition to cost and price. A tradeoff decision reflects the Government’s willingness to accept other than the lowest priced acceptable offer if the perceived benefits of the higher priced offer merit the additional cost. PBA source selection procedures do not necessarily differ from source selection procedures in general or have special considerations. However, there are some key areas worthy of brief review. The key to successful use of any factor in the source selection process is the establishment of a clear relationship between the PWS, Section L of the solicitation (Instructions, Conditions, and Notices to Offerors or Respondents), and Section M of the solicitation (Evaluation Factors for Award). The factors that are chosen for evaluation should tie in with the work requirements. 

Best Value

A source selection based on best value is an excellent strategy to follow when using PBA methods. One of the goals of PBA is to achieve the highest degree of quality and efficiency at a reasonable price. While competition is critical to attaining these goals, the best-value offeror may not be at the lowest price. Best-value source selections allow for tradeoffs in evaluation factors that will consider award to other than the lowest-priced offeror. One of the main challenges in determining best value is assessing performance risk. This is challenging because the offerors may be proposing different approaches that can be difficult to compare (an “apples to oranges” comparison). While Section M of a solicitation provides the basis for evaluation, there is no precise science to assessing dissimilar approaches toward fulfilling a PBA requirement. If no expertise exists, consider enlisting the aid of consultants if possible.

Instructions to Offerors

Section L is that place in the solicitation where information and guidance are provided to help offerors prepare proposals in response to the solicitation. As previously stated, the PWS, Section L, and Section M all tie together. The PWS describes the requirement. Section L requests information relating to how the offeror will execute that requirement, for evaluation purposes. Section M describes how the proposal will be evaluated for source selection purposes. 

Section L

You MUST explain in section L of the RFP the methods by which the offerors will submit their proposals (proposal instructions), and the requirement to specifically address those areas that will be evaluated and scored/rated during the source selection.

· Proposal instructions. The instructions for submission of proposals should be complete and thorough, but not overly long, complex, or restrictive.  Submission instructions vary, but most agencies have a “standard” or preferred format that is familiar to contracting officers and evaluators.  For example, proposals may be submitted via disks, electronic media, orally, or in paper based form.

· Contents of instructions. The most common content items to be prescribed in the instructions include the following: number of volumes, page limits, front matter, font, spacing, and other layout instructions

· Number of volumes. Usually only two volumes, technical and cost, are necessary.  However, on some complex acquisitions, you may request as many as three separate volumes, such as Technical, Cost, and Past Performance.

· Page limits. Technical and business proposals can be very difficult to evaluate because of their great size and bulk, much of which may be caused by repetition.  Placing a limit on the number of pages each proposal may contain reduces this problem. The typical limit is 50 to 100 pages, but be sure that the technical personnel concur that the technical and business approaches can be adequately explained within the limits that have been established.

· Front matter, font, spacing, and other layout instructions. Instructions for these areas enforce a certain uniformity of appearance for proposals so evaluators will not be unduly influenced by a “flashy” layout, but will find it easier to concentrate on the essentials.  However, do not impose unnecessary restrictions on the contractors’ ability to communicate the necessary information in their proposals (i.e., complicated charts and graphics).

· Evaluation areas. Instructions should clearly require contractors to thoroughly address all evaluation areas.  It is important for the contractor to know exactly what is going to be evaluated and what should be included in each volume of the proposal.

· Oral presentations. Oral presentations are verbal submissions of proposal information.  This information is used to determine the offerors understanding of the requirements and its capability to perform.

Section M

Section M is tailored for each procurement and is intended to give offerors guidance based on the award. You must explain all the evaluation factors and significant subfactors that will be considered in making the source selection along with their relative order of importance (see FAR 15.304). The FAR makes it mandatory to insert one of the phrases from FAR 15.304 (e). Numerical weights that may be used in evaluation of proposals need not be disclosed; however, the solicitation must inform offerors of minimum requirements that apply to particular evaluation factors and significant subfactors.

· Evaluation factors/Subfactors. Be sure that section M is clear and complete in describing the evaluation factors and significant subfactors to be used. Each factor/subfactor must be fully explained, and their relationship to each other (relative importance) must be clearly stated. The goal here is to make the offerors fully aware of how the source selection will be made.

· Relative importance. Relative importance must be stated in section M. However, you are not required to disclose actual weights that will be used for ranking the factors. Normally the factors are explained in descending order of importance.

· Evaluation matrix. If there are multiple factors, subfactors, etc., you can create an evaluation matrix. This is a chart that helps in developing the solicitation by cross-referencing the evaluation factors against subfactors and elements. The following table is an example of an evaluation matrix:
	AREA
	FACTORS
	SUBFACTORS
	ELEMENTS

	Cost
	Reasonableness
	
	

	
	Cost Realism
	
	

	Technical Capability
	Understanding Requirement
	Aircraft Maintenance
	· Maintenance Plan

· Waste Mgmt. Plan

	
	Quality Control
	Inspection
	· Pollution Control

· Stoppage Control


Relationship between PWS, Section L, and Section M

As previously stated, the PWS, Section L, and Section M all tie together. The PWS describes the requirement. Section L requests information relating to how the offeror will execute that requirement, for evaluation purposes and Section M describes how the proposal will be evaluated for source selection purposes. The following example describes one piece of a requirement to illustrate the relationship between the three areas. 

	Performance Work Statement
	Section L
	Section M

	Provide taxi service so that pick-up time is within 5 minutes of request time, 95% of the time.
	The offeror shall describe how taxi service will be provided in accordance with the stated requirement.
	The agency will evaluate the offeror’s approach for taxi service. The offer will be evaluated for best value, in terms of technical merit and cost, with additional consideration for the offerors relevant past performance (track record).


Role of Past Performance in Best Value Procurements

The FAR mandates that cognizant Government personnel make comparative assessments of contractors’ past performance in order to use this information as a significant evaluation factor in the source selection process. By using past performance in this manner, contract awards become “best value” selections, since agencies are better able to predict the quality of, and customer satisfaction with, contractors’ future work based on their past history of performance. 

For those situations where an offeror has no past contract performance or the performance information is either unavailable or irrelevant, the FAR states that the offeror may not be evaluated either favorably or unfavorably on the past performance factor (i.e., these offerors would receive “neutral” or “good” ratings, meaning a “middle-of-the-road” level of performance is assumed).

Not only is the Government requiring the capturing of past performance data because it is viewed as a valuable source selection tool, but it also is regarded as an influential factor in motivating contractors toward excellence. An essential premise here is the concept of rewarding good performance, giving contractors points for same, rather than deducting points based upon assessments of corporate/management or other technical experience that may be sub-par. Certainly ignoring past performance, or not giving it enough weight in the evaluation process, does perpetuate a system of offerors hiring authors/consultants to write “winning” proposals--so that the contractor, at least on paper, “walks on water”--when some of these offerors, upon contract award, could neither perform in an  outstanding manner, nor come anywhere close in many cases. 
	
	

	Unit 7
Allotted time
	In class:  1 hour 45 minutes

(includes one 15 minute break)

	
	

	
	

	Student Note
	This is a lectured unit; use this information, along with the slides, to guide discussions relevant to the topic. As a homework assignment, you should have already read Unit 7 assigned reading material in preparation for this lecture and discussion. 

	
	

	
	

	Terminal learning objective
	The table below shows the terminal learning objective (TLO) and the enabling learning objectives (ELOs) which support the terminal learning objective found in this lesson.  



	
	Terminal Learning Objective

	
	The Terminal Learning Objective: Students will identify behaviors that create a positive relationship with the contractor that will lead to mission successful.
The Enabling Learning Objectives are: 

· Assess contractor performance in meeting mission requirements; 

· Describe how to foster a positive partnership with the contractor;

· Identify options for performance remediation; 

· Assess and apply incentive arrangement; and

· Document best practices on mission completion.

	
	

	
	

	Purpose
	The purpose of this section is to have students identify behaviors that create a positive relationship with the contractor that will lead to mission successful.

	
	

	
	


UNIT 7 READING MATERIAL

PERFORMANCE MANAGEMENT
Performance assessment involves two critical functions: contract administration and managing performance. Both functions involve activities performed by government officials after contract award to ensure the performance and delivery of requirements within the terms of the contract is met. It encompasses all activity involving the government and the contractor from contract award until performance completion and contract closeout. Contract administration constitutes the management of the contract from both a contractual and administration standpoint to assure that the contractor delivers in accordance with the contract’s terms. Managing performance constitutes the assessment of contractor performance by measuring performance (results) against the established performance standards (intended outcomes). Therefore, it is incumbent upon the PBA team to understand some of the common activities within these two functions and their role in this process. The specific nature and extent of contract administration and managing performance varies from contract to contract. It can range from the minimum acceptance of a delivery and payment for delivery to extensive involvement by program, audit, and procurement officials throughout the contract term. Factors influencing the degree of contract administration and managing performance include the nature and complexity of the service and the type of contract. The following are examples of some best practices that you can apply to your acquisition:

Postaward Orientation

It is often advisable and sometimes required by the contract to conduct a "kick-off meeting" or more formally, a "post-award conference," attended by those who will be involved in contract performance. Even though a post-award conference may not be required by the contract, it is an especially good idea for performance-based contracts. This meeting can help both agency and contractor personnel achieve a clear and mutual understanding of contract requirements and further establish the foundation for good communications and a win-win relationship. It is very important that the contractor be part of the integrated solutions team, and that agency and contractor personnel work closely together to fulfill the mission and program needs.

Keep the Team Together
To be successful in performance-based acquisition, the agency must retain at least a core of the integrated solutions team on the project for contract management. Those on the team have the most knowledge, experience, and insight into what needs to happen next and what is expected during contract performance. Contract award is not the measure of success or even an especially meaningful metric. Effective and efficient contract performance that delivers a solution is the goal. The team should stay together to see that end reached.

Assign Accountability for Managing Contract Performance

Just as important as keeping the team together is assigning roles and responsibilities to the parties. Contracting officers have certain responsibilities that can't be delegated or assumed by the other members of the team. These include, for example, making any commitment relating to an award of a task, modification, or contract; negotiating technical or pricing issues with the contractor; or modifying the stated terms and conditions of the contract. Some roles and responsibilities are decreed; for example, agencies are required to establish capability and training requirements for contracting officer’s representatives (CORs). Make sure the people assigned the most direct roles for monitoring contract performance have read and understand the contract and have the knowledge, experience, skills, and ability to perform their roles. In performance-based organizations, they are held accountable for the success or failure of the program they lead. They should know the program needs in depth, understand the contractor's marketplace, and have familiarity with the tools the contractor is using to perform, have good interpersonal skills  and the capability to disagree constructively.

Customer Surveys
A good way to assess contractor performance is by assuring that the stakeholders are satisfied with the service being obtained under the contract. One way of verifying customer satisfaction is to obtain input directly from the customers through the use of customer satisfaction surveys. These surveys help to improve contractor performance because the feedback can be used to notify the contractor when specified aspects of the contract are not being met. Customer satisfaction surveys also help to improve communications between the procurement, program, and contractor personnel.

Framework for Measuring Performance
Ultimately, the acquisition team will need to be able to utilize information to determine how contractor performance and business practices correlate with better business results, determine potential areas for improvement, investments, reductions, justify budget allocations and most importantly account for each dollar spent. The framework for measuring performance should demonstrate the value of the activity and provide an opportunity to determine if it is a worthwhile investment and acquisition strategy. The acquisition team’s objective is to create value and deliver results. As acquisition professionals that begins not by focusing on the work activities but defining the deliverable of that work being performed. 

When creating a framework for measuring performance the acquisition team should consider these ingredients: 

· Use relevant data not available data. By relying on measures that are available rather than appropriate, your team may find it difficult to draw even tentative inferences about important relationships. Metrics are sometimes used to measure and monitor activities against some standard, particularly cost control. However, these metrics are not so helpful to an acquisition team if they want to understand the value-creation process. 

· Use numbers that have meaning. Numerical representation is important but only if the quantities we are interested in has meaning. To add meaning, we need context.

Regularly Review Performance in a Contract Performance Improvement Working Group
Performance reviews should take place regularly, and that means much more than the annual "past performance" reviews required by regulation. These are contract management performance reviews, not for formal reporting and rebutting, but for keeping the project on course, measuring performance levels, and making adjustments as necessary. For most contracts, monthly or bimonthly performance reviews would be appropriate. For contracts of extreme importance or contracts in performance trouble, more frequent meetings may be required. Measuring and managing a project to the attainment of performance goals and objectives requires the continued involvement of the performance-based acquisition team. During this review, the PBA team should be asking these questions:

• Is the contractor meeting or exceeding the contract's performance-based requirements?

• How effective is the contractor's performance in meeting or contributing to the agency's program performance goals?

• Are there problems or issues that we can address to mitigate risk?

There should be time in each meeting where the agency asks, "Is there anything we are requiring that is affecting the job you can do in terms of quality, cost, schedule, or delivering the solution?" Actions discussed should be recorded for the convenience of all parties, with responsibilities and due dates assigned.

Report on the Contractor's Past Performance
There are many types of performance reporting that may be required of the integrated solutions team. For example, agency procedures may establish special requirements for acquisition teams to report to the agency's investment review board regarding the status of meeting a major acquisition's cost, schedule, and performance goals. The PBA team may also be responsible for performance reporting under the Government Performance and Results Act, if the contractor's performance directly supports a GPRA performance goal. Refer to internal agency guidance on these processes. The FAR requires that agencies evaluate contractor performance for each contract in excess of $100,000. The performance evaluation and report is shared with the contractor, who has an opportunity to respond before the contracting officer finalizes the performance report. In well managed contracts, there has been continual feedback and adjustment, so there should be no surprises on either side.

Most Importantly, Consider the Relationship

With regard to overall approach to contract performance management, the performance-based acquisition team should plan to rely less on management by contract and more on management by relationship. At its most fundamental level, a contract is much like a marriage. It takes work by both parties throughout the life of the relationship to make it successful. Characteristics of strong relationships include:

• Trust and open communication.

• Strong leadership on both sides.

• Ongoing, honest self-assessment.

• Ongoing interaction.

• Creating and maintaining mutual benefit or value throughout the   relationship.

There are several means to shift the focus from management by contract to management by relationship. For example, plan on meeting with the contractor to identify ways to improve efficiency and reduce the effect of the "cost drivers." Sometimes agencies require management reporting based on policy without considering what the cost of the requirement is. For example, in one contract, an agency required that certain reports be delivered regularly on Friday. When asked to recommend changes, the contractor suggested that report due date be shifted to Monday because weekend processing time costs less. This type of collaborative action will set the stage for the contractor and government to work together to identify more effective and efficient ways to measure and manage the program.

Another effective means is to establish a Customer Process Improvement Working Group that includes contractor, program, and contracting representatives. This works especially well when the integrated solutions team's tasks migrate into contract performance and they take part in the working group. These meetings should always start with the question, are we measuring the right thing? For major acquisitions, the team can consider the formation of a higher-level "Board of Directors," comprised of top officials from the government and its winning partner, with a formal charter that requires continual open communication, self-assessment, and ongoing interaction. The intent to "manage by relationship" should be documented in a contract administration plan that lays out the philosophies and approach to managing this effort, placing special emphasis on techniques that enhance the ability to adapt and incorporate change.
Acronym List

A

	ACAT
	Acquisition Category

	ACC
	Acquisition Community Connection

	ACE
	Acquisition Center of Excellence

	ACO
	Administrative Contracting Officer

	ACRN
	Accounting Classification Reference Number

	ADA
	Anti-Deficiency Act

	ADR
	Allowable Defect Rate; Alternate Dispute Resolution; Administrative Dispute Resolution

	A/E
	Architect/Engineer

	AKSS
	AT&L (Acquisition, Technology and Logistics) Knowledge Sharing System

	ALT
	Administrative Lead Time

	AMA
	Analysis of Materiel Approaches

	AMSDL
	Acquisition Management Systems Data List

	ANSI
	American National Standards Institute

	AO
	Operational Availability

	AoA
	Analysis of Alternatives

	AP
	Acquisition Plan; Advanced Procurement

	AP/A/N/AF
	Aircraft Procurement (Appropriation), Army/Navy/Air Force

	APB
	Acquisition Program Baseline

	APBA
	Acquisition Program Baseline Agreement

	APPN
	Appropriation

	APUC
	Average Procurement Unit Cost (also see AUPC (Average Unit Procurement Cost))

	AQL
	Acceptable Quality Level

	ASBCA
	Armed Services Board of Contract Appeals

	ASD(HA)
	Assistant Secretary of Defense (Health Affairs)

	ASD(LA)
	Assistant Secretary of Defense (Legislative Affairs)

	ASD(NII)
	Assistant Secretary of Defense (Networks and Information

Integration)

	ASR
	Alternative Systems Review; Acquisition Strategy Report

	ASTM
	American Society for Testing and Materials

	ATD
	Advanced Technology Development (or Demonstration)

	ATE
	Automatic Test Equipment

	ATP
	Acceptance Test Procedures

	ATPS
	Automated Test Planning System

	ATSD
	Assistant to the Secretary of Defense

	AUPC
	Average Unit Procurement Cost (also see APUC (Average

Procurement Unit Cost))


B

	BA
	Budget Authority; Budget Activity

	BAA
	Broad Agency Announcement; Buy American Act

	BAC
	Budget at Completion

	BAFO
	Best and Final Offer-Obsolete, see FPR

	BCC
	Budget Classification Code

	BCWP
	Budgeted Cost of Work Performed

	BCWS
	Budgeted Cost of Work Scheduled

	BES
	Budget Estimate Submission

	BFCE
	Basis For Cost Estimating

	BFM
	Business and Financial Manager

	BIOS
	Basic Input/Output System

	BIT
	Built In Test; Binary Digit

	BITE
	Built In Test Equipment

	BLRIP
	Beyond Low Rate Initial Production

	BOA
	Basic Ordering Agreement

	BOD
	Beneficial Occupancy Date

	BOSC
	Base Operating Support Contract

	B&P
	Bid and Proposal

	BRAC
	Base Realignment and Closure

	BY
	Budget Year; Base Year


C

	CADD
	Computer Aided Design and Drafting

	CAE
	Component Acquisition Executive; Computer Aided Engineering

	CAIG
	Cost Analysis Improvement Group (OSD)

	CAIV
	Cost as an Independent Variable

	CALS
	Continuous Acquisition and Life-cycle Support; Computer-Aided

Acquisition and Logistics Support

	CAM
	Computer Aided Manufacturing

	CAO
	Contract Administration Office

	CAP
	Contractor Acquired Property; Critical Acquisition Position

	CAS
	Cost Accounting Standards; Contract Administration Services

	CASE
	Computer Aided System Engineering; Computer Aided Software Engineering

	CAST
	Computer Aided Software Testing

	CAT
	Computer Aided Testing

	CBA
	Capabilities-Based Assessment; Cost Benefit Analysis

	CBD
	Chemical Biological Defense; Commerce Business Daily-Obsolete see FedBizOps

	CBS
	Cost Breakdown Structure

	CDD
	Capability Development Document

	CDR
	Critical Design Review

	CDRL
	Contract Data Requirements List

	CFE
	Contractor Furnished Equipment

	CFM
	Contractor Financial Management; Contractor Furnished Material

	CFO
	Chief Financial Officer

	CFR
	Code of Federal Regulations; Contractor Funds Report

	CFSR
	Contract Funds Status Report

	CID
	Commercial Item Description

	CLIN
	Contract Line Item Number

	CO
	Contracting Officer; Change Order; Commanding Officer

	COC
	Certificate of Competency; Certification of Compliance

	COCO
	Contractor-Owned, Contractor-Operated (Facilities)

	COMPT
	Comptroller

	CONOPS
	Concept of Operations

	CONUS
	Contiguous United States

	COR
	Contracting Officer’s Representative

	COTR
	Contracting Officer’s Technical Representative

	COTS
	Commercial Off-The-Shelf –Obsolete now Commercial

	CPAF
	Cost Plus Award-Fee

	CPARS
	Contractor Performance Assessment Reporting System

	CPFF
	Cost Plus Fixed-Fee

	CPIF
	Cost Plus Incentive-Fee

	CPIPT
	Cost Performance Integrated Product Team

	CPM
	Critical Path Method; Contractor Performance Measurement

	CPO
	Civilian Personnel Office

	CPPC
	Cost Plus Percentage-of-Cost

	CPSR
	Contractor Purchasing System Review

	CR
	Cost Reimbursement; Continuing Resolution; Change Request;

Concept Refinement (phase of the Defense Acquisition

Management Framework)

	CRA
	Continuing Resolution Authority

	CWBS
	Contract Work Breakdown Structure


D

	DACM
	Director, Acquisition Career Management

	DAU
	Defense Acquisition University

	DAWIA
	Defense Acquisition Workforce Improvement Act

	DCAA
	Defense Contract Audit Agency

	DCMA
	Defense Contract Management Agency

	DEPSECDEF
	Deputy Secretary of Defense

	D&F
	Determination and Findings

	DFARS
	Defense Federal Acquisition Regulation Supplement

	DFAS
	Defense Finance and Accounting Service

	DID
	Data Item Description

	DIPEC
	Defense Industrial Plant Equipment Center

	DLA
	Defense Logistics Agency

	DPA
	Defense Production Act

	DPAP
	Defense Procurement and Acquisition Policy

	DPAS
	Defense Priorities and Allocations

	DRMO
	Defense Reutilization Marketing Office

	DSD
	Deputy Secretary of Defense

	DSMC
	Defense Systems Management College

	DUSD
	Deputy Under Secretary of Defense

	DUSD(L&MR)
	Deputy Under Secretary of Defense (Logistics and Materiel

Readiness

	DWCF
	Defense Working Capital Fund


E

	EA
	Evolutionary Acquisition; Environmental Assessment; Economic

Analysis; Executive Agent; Electronic Attack

	EAC
	Estimate at Completion (Cost)

	EC/EDI
	Electronic Commerce/Electronic Data Interchange

	EO
	Executive Order

	EPA
	Environmental Protection Agency; Economic Price Adjustment

	EVM
	Earned Value Management

	EVMS
	Earned Value Management System


F

	F3
	Form Fit Function

	FAC
	Federal Acquisition Circular

	FAR
	Federal Acquisition Regulation

	FARA
	Federal Acquisition Reform Act (1996)

	FASA
	Federal Acquisition Streamlining Act (1994)

	FAT
	First Article Testing; Factory Acceptance Test

	FEDBIZOPPS
	Federal Business Opportunities

	FFP
	Firm Fixed Price

	FFS
	Fee For Service

	FM
	Financial Management

	FMS
	Foreign Military Sales; Flexible Machining System

	FOIA
	Freedom of Information Act

	FOUO
	For Official Use Only

	FPAF
	Fixed Price Award-Fee

	FPEPA
	Fixed Price with Economic Price Adjustment

	FPI
	Fixed Price Incentive

	FPIF
	Fixed Price Incentive Firm

	FPIC
	Fixed Price Incentive Contract

	FPIS
	Fixed Price Incentive (Successive Target)

	FPR
	Final Proposal Revision

	FSS
	Federal Supply Schedule

	FY
	Fiscal Year


G

	G&A
	General and Administrative

	GAO
	Government Accountability Office

	GAQA
	Government Acquisition Quality Assurance

	GFE
	Government Furnished Equipment

	GFF
	Government Furnished Facilities

	GFI
	Government Furnished Information

	GFM
	Government Furnished Material

	GFP
	Government Furnished Property

	GOCO
	Government Owned, Contractor Operated (Facility)

	GOGO
	Government Owned, Government Operated (Facility)

	GSA
	General Services Administration


H

	HAC
	House Appropriations Committee

	HCA
	Head of Contracting Agency or Activity


I

	IA
	Information Assurance

	IB
	Industrial Base

	IDIQ
	Indefinite Delivery Indefinite Quantity

	IF
	Industrial Fund

	IFB
	Invitation for Bid

	IG
	Inspector General

	IGCE
	Independent Government Cost Estimate

	IGE
	Independent Government Estimate

	IM
	Item Manager

	IPT
	Integrated Product Team

	IPPT
	Integrated Product/Process Team


J

	J&A
	Justification and Approval

	JCS
	Joint Chiefs of Staff

	JIT
	Just in Time


K

	K
	Contract

	KDP
	Key Decision Point

	KO
	Contracting Officer (Also CO)

	KPP
	Key Performance Parameter

	KR/Kr/KTR/Ktr
	Contractor


L

	LCC
	Life Cycle Cost

	LCCE
	Life Cycle Cost Estimate

	LCM
	Life Cycle Management

	LCMP
	Life Cycle Management Plan (Air Force)

	LCSS
	Life Cycle Software Support

	LD
	Liquidated Damages

	LM
	Logistics Management

	LMI
	Logistics Management Institute; Logistics Management Information

	LOA
	Letter of Offer and Acceptance; Letter of Authorization

	LOB
	Line of Balance

	LOC
	Line(s) of Code; Letter of Credit; Lines of Communication

	LOE
	Level of Effort; Letter of Evaluation (Air Force)

	LOG
	Logistics

	LRIP
	Low Rate Initial Production

	LRP
	Low Rate Production


M

	MADR
	Maximum Allowable Defect Rate

	MILSPEC
	Military Specification

	MILSTD
	Military Standard

	MIPR
	Military Interdepartmental Purchase Request


N

	NAICS
	North American Industry Classification

	NDAA
	National Defense Authorization Act

	NDI
	Nondevelopmental Item

	NIB
	National Industries for the Blind

	NISH
	National Industries for the Severely Handicapped

	NSN
	National Stock Number

	NTE
	Not to Exceed


O

	OASD
	Office of the Assistant Secretary of Defense

	OB
	Operating Budget

	OBE
	Overcome By Events

	OEM
	Original Equipment Manufacturer

	OFPP
	Office of Federal Procurement Policy

	OGC
	Office of the General Counsel

	OIPT
	Overarching Integrated Product Team

	O&M
	Operation and Maintenance

	OPM
	Office of Personnel Management

	OSD
	Office of the Secretary of Defense

	OSHA
	Occupational Safety and Health Act; Occupational Safety and Health Administration

	OUSD
	Office of the Under Secretary of Defense

	OUSD(AT&L)
	Office of the Under Secretary of Defense (Acquisition,

Technology and Logistics)


P

	PBA
	Performance-Based Acquisition

	PBBE
	Performance-Based Business Environment (Air Force)

	PBC
	Performance-Based Contracting

	PBD
	Program Budget Decision

	PBL
	Performance-Based Logistics

	PBSA
	Performance-Based Services Acquisition

	PBSC
	Performance-Based Service Contract

	PBWS
	Performance-Based Work Statement

	PCO
	Procuring Contracting Officer

	PGI
	Procedures, Guidance and Information (DFARS)

	PM
	Program Manager; Project Manager; Product Manager

	PMB
	Performance Measurement Baseline

	POA&M
	Plan of Actions and Milestones

	POC
	Point of Contact

	POE
	Program Office Estimate

	POM
	Program Objectives Memorandum

	PPBE
	Planning, Programming, Budget, and Execution (process) (DoD)

	PPBS
	Planning, Programming, and Budgeting System - Obsolete see PPBE

	PPI
	Past Performance Information

	PPIRS
	Past Performance Information Retrieval System

	PR
	Procurement Request; Purchase Request

	PRS
	Performance Requirements Summary

	PWBS
	Program Work Breakdown Structure

	PWS
	Performance Work Statement


Q

	QA
	Quality Assurance

	QAE
	Quality Assurance Evaluator

	QAP
	Quality Assurance Plan

	QAR
	Quality Assurance Representative

	QASP
	Quality Assurance Surveillance Plan

	QBL
	Qualified Bidders List

	QC
	Quality Control

	QML
	Qualified Manufacturers List

	QT
	Qualification Test


R

	RFI
	Ready for Issue; Request for Information

	RFID
	Radio Frequency Identification

	RFP
	Request for Proposal

	RFQ
	Request for Quotation

	RMP
	Risk Management Plan


S

	SADBUS
	Small and Disadvantaged Business Utilization – Obsolete, now Small Business Specialist

	SAP
	Special Access Program; Simplified Acquisition Procedures

	SAT
	Simplified Acquisition Threshold

	SBA
	Small Business Administration; Simulation Based Acquisition

	SCA
	Service Contract Act

	SIC
	Standard Industrial Classification (Code) - Obsolete see NAICS

	SOO
	Statement of Objectives

	SOW
	Statement of Work

	SPEC
	Specification

	SSA
	Source Selection Authority; Software Support Agency

	SSAC
	Source Selection Advisory Council

	SSEB
	Source Selection Evaluation Board

	SSET
	Source Selection Evaluation Team

	SSP
	Source Selection Plan


T

	TAB
	Total Allocated Budget

	TAFT
	Test, Analyze, Fix, and Test

	TAMD
	Theater, Air, and Missile Defense

	TARA
	Technology Area Review and Assessment

	TAT
	Turn Around Time

	TAV
	Total Asset Visibility

	TBD
	To be Determined or Developed

	TCO
	Termination Contracting Officer

	T&E
	Test and Evaluation

	T4C or TforC 
	Termination for Cause or for Convenience

	T4D or TforD
	Termination for Default

	TINA
	Truth in Negotiations Act

	TQM
	Total Quality Management


U

	UCA
	Undefinitized Contract Action

	UCC
	Unified Combatant Command

	UCF
	Uniform Contract Format

	UI
	Unit of Issue

	UID
	Unique Item Identification

	U.S.C.
	United States Code

	USD
	Under Secretary of Defense

	USD(AT&L)
	Under Secretary of Defense (Acquisition, Technology and

Logistics) USD(C) Under Secretary of Defense (Comptroller)

	USD(I)
	Under Secretary of Defense (Intelligence)

	USD(P)
	Under Secretary of Defense (Policy)

	USD(P&R)
	Under Secretary of Defense (Personnel and Readiness)

	USG
	United States Government


V

	VE
	Value Engineering

	VECP
	Value Engineering Change Proposal


W

	WAWF
	Wide Area Workflow

	WAN
	Wide Area Network

	WBS
	Work Breakdown Structure

	WCF
	Working Capital Fund


Glossary of Terms

GLOSSARY OF TERMS

A

Acceptance

The act of an authorized representative of the Government by which the Government, for itself, or as agent of another, assumes ownership of existing identified supplies tendered, or approves specific services rendered, as partial or complete performance of the contract on the part of the contractor.

Acquisition

The conceptualization, initiation, design, development, test, contracting, production, deployment, Logistics Support (LS), modification, and disposal of weapons and other systems, supplies, or services (including construction) to satisfy DoD needs, intended for use in, or in support of, military missions.

Acquisition Category (ACAT)

Categories established to facilitate decentralized decision making and execution and compliance with statutorily imposed requirements. The categories determine the level of review, decision authority, and applicable procedures. The ACATs are listed below:

· ACAT I programs are Major Defense Acquisition Programs (MDAPs). An MDAP is defined as a program estimated by the Under Secretary of Defense (Acquisition, Technology and Logistics) (USD(AT&L)) to require eventual expenditure for Research, Development, Test and Evaluation (RDT&E) of more than $365 million (Fiscal Year (FY) 2000 constant dollars) or procurement of more than $2.19 billion (FY 2000 constant dollars), or those designated by the USD(AT&L) to be ACAT I. ACAT I programs have two sub-categories:
1. ACAT ID for which the Milestone Decision Authority (MDA) is USD(AT&L). The “D” refers to the Defense Acquisition Board (DAB), which advises the USD(AT&L) at major decision points.

2. ACAT IC for which the MDA is the DoD Component Head or, if delegated, the DoD Component Acquisition Executive (CAE). The “C” refers to Component.

The USD(AT&L) designates programs as ACAT ID or ACAT IC.
· ACAT IA programs are Major Automated Information Systems (MAISs) or programs designated by the Assistant Secretary of Defense for Networks and Information Integration (ASD(NII)) to be ACAT IA. A MAIS is an Automated Information System (AIS) program that is: 1) designated by the ASD(NII) as a MAIS; or 2) estimated to require program costs in any single year in excess of $32 million (FY 2000 constant dollars), total program costs in excess of $126 million (FY 2000 constant dollars), or total Life Cycle Cost (LCC) in excess of $378 million (FY 2000 constant dollars). MAISs do not include Information Technology (IT) that involves equipment that is an integral part of a weapon system or is an acquisition of services program.

ACAT IA programs have two sub-categories:

· ACAT IAM for which the MDA is the Chief Information Officer (CIO) of the DoD, the ASD(NII). The “M” (in ACAT IAM) refers to MAIS.

· ACAT IAC for which the DoD CIO has delegated MDA to the CAE or Component CIO. The “C” (in ACAT IAC) refers to Component.

The ASD(NII) designates programs as ACAT IAM or ACAT IAC.

· ACAT II programs are defined as those acquisition programs that do not meet the criteria for an ACAT I program, but do meet the criteria for a major system. A major system is defined as a program estimated by the DoD Component Head to require eventual expenditure for RDT&E of more than $140 million in FY 2000 constant dollars, or for procurement of more than $660 million in FY 2000 constant dollars or those designated by the DoD Component Head to be ACAT II. The MDA is the DoD CAE.
· ACAT III programs are defined as those acquisition programs that do not meet the criteria for ACAT I, ACAT IA, or ACAT II programs. The MDA is designated by the CAE and shall be at the lowest appropriate level. This category includes less-than-major AISs.
· ACAT IV (Navy and Marine Corps only) ACAT programs in the Navy and Marine Corps not otherwise designated as ACAT I, II or III are designated ACAT IV. There are two categories of ACAT IV programs: IVT and IVM. ACAT IVT programs require Operational Test and Evaluation (OT&E) while ACAT IVM programs do not.

Acquisition Cost

Equal to the sum of the development cost for prime mission equipment and support items; the procurement cost for prime mission equipment, support items, and initial spares; and the system-specific facilities cost.

Acquisition Decision Memorandum (ADM)

A memorandum signed by the Milestone Decision Authority (MDA) that documents decisions made as the result of a Milestone Decision Review (MDR) or other decision or program review.

Acquisition Life Cycle

The life of an acquisition program consists of phases, each preceded by a milestone or other decision point, during which a system goes through Research, Development, Test and Evaluation (RDT&E) and production. Currently, the five phases are: 1) Concept Refinement (CR); 2) Technology Development (TD); 3) System Development and Demonstration (SDD); 4) Production and Deployment (P&D); and 5) Operations and Support (O&S).

Acquisition Logistics

Technical and management activities conducted to ensure supportability implications are considered early and throughout the acquisition process to minimize support costs and to provide the user with the resources to sustain the system in the field.

Acquisition Plan (AP)

A formal written document reflecting the specific actions necessary to execute the approach established in the approved acquisition strategy and guiding contractual implementation. Refer to the Federal Acquisition Regulation (FAR) Subpart 7.1, the Defense Federal Acquisition Regulation Supplement (DFARS) Subpart 207.1, and Acquisition Strategy in this Glossary.

Acquisition Planning

The process by which the efforts of all personnel responsible for an acquisition are coordinated and integrated through a comprehensive plan for fulfilling the agency need in a timely manner and at a reasonable cost. It is performed throughout the life cycle and includes developing an overall acquisition strategy for managing the acquisition and a written Acquisition Plan (AP).

Acquisition Program Baseline (APB)

Prescribes the key cost, schedule, and performance constraints in the phase succeeding the milestone for which they were developed. See Key Performance Parameter (KPP).

Acquisition Strategy

A business and technical management approach designed to achieve program objectives within the resource constraints imposed. It is the framework for planning, directing, contracting for, and managing a program. It provides a master schedule for research, development, test, production, fielding, modification, postproduction management, and other activities essential for program success. The acquisition strategy is the basis for formulating functional plans and strategies (e.g., Test and Evaluation Master Plan (TEMP), Acquisition Plan (AP), competition, systems engineering, etc.) See Acquisition Plan.

Acquisition Streamlining

Any effort that results in a more efficient and effective use of resources to the design, development, or production quality of a systems. This includes ensuring that only necessary and cost-effective requirements are included, at the most appropriate time in the acquisition cycle, in solicitations and resulting contracts for the design, development, and production of new systems, or for modifications to existing systems that involve redesign of systems or subsystems.

Act

1. A bill or measure after it passes one or both Houses of Congress. 2. A law in place.

Actual Cost

A cost sustained in fact, on the basis of costs incurred, as distinguished from forecasted or estimated costs.

Actual Cost of Work Performed (ACWP)

The costs actually incurred and recorded in accomplishing the work performed within a given time period.

Administrative Contracting Officer (ACO)

The Government Contracting Officer who is responsible for Government contract administration.

Allocable Cost

A cost is allocable to a Government contract if it: a) is incurred specifically for the contract; b) benefits both the contract and other work, and can be distributed to them in reasonable proportion to the benefits received; or c) is necessary to the overall operation of the business, although a direct relationship to any particular cost objective cannot be shown.

Anti-Deficiency Act (ADA)

Prohibitions against authorizing or incurring obligations or expenditures in excess of amounts apportioned. Includes misappropriation and obligating funds after expiration. 

Apportionment

The action by which the Office of Management and Budget (OMB) distributes amounts available for obligation in an appropriation account. The distribution makes amounts available on the basis of specified time periods (usually quarters), programs, activities, projects, objects, or combinations thereof. The apportionment system is intended to achieve an effective and orderly use of funds. The amounts so apportioned limit the obligations that may be incurred.

Appropriation

An authorization by an act of Congress that permits Federal agencies to incur obligations and make payments from the Treasury. An appropriation usually follows enactment of authorizing legislation. An appropriation act is the most common means of providing Budget Authority (BA). Appropriations do not represent cash actually set aside in the Treasury; they represent limitations of amounts that agencies may obligate during a specified time period. Appropriation types are listed below:

· Research, Development, Test and Evaluation (RDT&E) appropriations fund the efforts performed by contractors and government activities required for the Research and Development (R&D) of equipment, material, computer application software, and its Test and Evaluation (T&E) to include Initial Operational Test and Evaluation (IOT&E) and Live Fire Test and Evaluation (LFT&E). RDT&E also funds the operation of dedicated R&D installation activities for the conduct of R&D programs.
· Procurement appropriations fund those acquisition programs that have been approved for production (to include Low Rate Initial Production (LRIP) of acquisition objective quantities), and all costs integral and necessary to deliver a useful end item intended for operational use or inventory upon delivery.
· Operation and Maintenance (O&M) appropriations fund expenses such as civilian salaries, travel, minor construction projects, operating military forces, training and education, depot maintenance, stock funds, and base operations support.
· Military Personnel (MILPERS) appropriations fund costs of salaries and other compensation for active and retired military personnel and reserve forces based on end strength. 
· Military Construction (MILCON) appropriations fund major projects such as bases, schools, missile storage facilities, maintenance facilities, medical/dental clinics, libraries, and military family housing.

Armed Services Board of Contract Appeals (ASBCA)

Board established to act as the authorized representative of the Secretary of Defense (SECDEF) or Department Secretaries, in deciding claims under the disputes clause of Government contracts.

AT&L (Acquisition, Technology and Logistics) Knowledge Sharing System (AKSS) Launched in October 2002 to replace the Defense Acquisition Deskbook (DAD). AKSS serves as the central point of access for all AT&L resources and information and also serves to communicate acquisition policy and best practices. As the primary reference tool for the Defense AT&L workforce, it provides a means to link together information and reference assets from various disciplines into an integrated, but decentralized information source. www.dau.mil
Audit

Systematic examination of records and documents to determine adequacy and effectiveness of budgeting, accounting, financial, and related policies and procedures; compliance with applicable statutes, regulations, policies, and prescribed procedures; reliability, accuracy, and completeness of financial and administrative records and reports; and the extent to which funds and other resources are properly protected and effectively used.

Authorization

An act of Congress which permits a federal program or activity to begin or continue from year to year. It sets limits on funds that can be appropriated, but does not grant funding which must be provided by a separate congressional appropriation.

B

Basic Ordering Agreement (BOA)

An instrument of understanding (not a contract) executed between a procuring activity and a contractor, which sets forth negotiated contract clauses that will be applicable to future procurements entered into between the parties during the term of the agreement. It includes as specific a description as possible of the supplies or services and a description of the method for determining pricing, issuing, and delivery of future orders.

Best Value

The most advantageous trade off between price and performance for the government. Best value is determined through a process that compares strengths, weaknesses, risk, price, and performance, in accordance with selection criteria, to select the most advantageous value to the government.

Budgeted Cost

The sum of the budgets for completed work packages and portions of open work packages, plus the appropriate portion of budgets for Level of Effort (LOE) and apportioned effort.

Budgeted Cost of Work Performed (BCWP)

A measurement of the work completed (in Earned Value Management (EVM) terminology). BCWP is the value of work performed, or “earned,” when compared to the original plan, that is, the Budgeted Cost of Work Scheduled (BCWS). The BCWP is called the Earned Value.

Budgeted Cost of Work Scheduled (BCWS)

The sum of the budgets for all work (work packages, planning packages, etc.) scheduled to be accomplished (including in process work packages), plus the amount of Level of Effort (LOE) and apportioned effort scheduled to be accomplished within a given time period. Also called the Performance Measurement Baseline (PMB).

Budgeting

The process of translating resource requirements into a funding profile.

Buy American Act (BAA)

Provides that the United States Government (USG) generally give preference to domestic end products. (Title 10 U.S.C. § 41 A D). This preference is accorded during the price evaluation process by applying punitive evaluation factors to most foreign products. Subsequently modified (relaxed) by Culver Nunn Amendment (1977) and other 1979 trade agreements for dealing with North Atlantic Treaty Organization (NATO) Allies.

C

Change Order (CO)

A unilateral order, signed by a Government Contracting Officer , directing the contractor to make a change authorized by the Changes clause without the contractor’s consent.

Claim

A written assertion by one of the contracting parties seeking as a matter of right, adjustment or interpretation of an existing contract subject to the Disputes Clause in the contract.

Commerce Business Daily (CBD)

Publication of the Department of Commerce that is no longer the site in which the Government publicizes a potential buy (a “synopsis”). See Federal Business Opportunities 

Commercial Item

A commercial item is any item, other than real property, that is of a type customarily used for nongovernmental purposes and that has been sold, leased, or licensed to the general public; or has been offered for sale, lease, or license to the general public; or any item evolved through advances in technology or performance and that is not yet available in the commercial marketplace, but will be available in the commercial marketplace in time to satisfy the delivery requirements under a government solicitation. Also included in this definition are services in support of a commercial item, of a type offered and sold competitively in substantial quantities in the commercial marketplace based on established catalog or market prices for specific tasks performed under standard commercial terms and conditions; this does not include services that are sold based on hourly rates without an established catalog or market price for a specified service performed.

Commercial Off-The-Shelf (COTS) –obsolete. See Commercial Item

Commitment

An administrative reservation of funds in anticipation of their obligation.

Competition

An acquisition strategy whereby more than one contractor is sought to offer on a service or function; the winner is selected on the basis of criteria established by the activity for which the work is to be performed. The law and DoD policy require maximum competition, to the extent possible, throughout the acquisition life cycle.

Constructive Change

A contract change without formal written authority and for which the Government may not be liable.

Contract

An agreement between two or more legally competent parties, in the proper form, on a legal subject matter or purpose and for legal consideration.

Contract Action

An action resulting in a contract or a modification to a contract.

Contract Administration Office (CAO)

The activity identified in the DoD Directory of Contract Administration Services (CAS) Components assigned postaward functions related to the administration of contracts and/or assigned preaward functions.

Contract Award

Occurs when the contracting officer has signed the contract and otified the contractor.

Contract Data Requirements List (CDRL)

A DD Form 1423 list of contract data requirements that are authorized for a specific acquisition and made a part of the contract.

Contract Definition

A funded effort, normally by two or more competing contractors, to establish specifications, to select technical approaches, to identify high risk areas, and to make cost and production time estimates for developing large weapons systems.

Contract Requirements

In addition to specified performance requirements, contract requirements include those defined in the Statement of Work (SOW); specifications, standards, and related documents; the Contract Data Requirements List (CDRL); management systems; and contract terms and conditions. 

Contract Work Breakdown Structure (CWBS)

A complete WBS for a contract. It includes the DoD-approved Program WBS extended to the agreed contract reporting level and any discretionary extensions to lower levels for reporting or other purposes. It includes all the elements for the products (hardware, software, data, or services) that are the responsibility of the contractor. This comprehensive WBS forms the framework for the contractor’s management control system.

Contract, Cost Plus Fixed-Fee (CPFF)

A cost reimbursement-type contract that provides for the payment of a fixed fee to the contractor. The fixed fee once negotiated, does not vary with actual cost, but may be adjusted as result of any subsequent changes in the scope of work or services to be performed under the contract.

Contract, Cost Plus Incentive Fee (CPIF)

A cost reimbursement-type contract with provision for a fee, which is adjusted by formula in accordance with the relationship that total allowable costs bear to target costs. The provision for increase or decrease in the fee, depending upon allowable costs of contract performance, is designed as an incentive to the contractor to increase the efficiency of performance.

Contract, Cost Plus Percentage of Cost (CPPC)

A form of contract formerly used but now illegal for use by DoD that provided for a fee or profit as a specified percentage of the contractor’s actual cost of accomplishing the work to be performed.

Contract, Cost Reimbursement Type

A type of contract that provides for payment to the contractor of reasonable, allocable, and allowable costs incurred in the performance of the contract, to the extent prescribed in the contract. This type of contract establishes an estimate of total cost for the purpose of obligating funds and establishes a ceiling that the contractor may not exceed without prior approval of the contracting officer. This type of contract requires the contractor’s best effort but does not require the contractor to complete the effort called out in the contract.

Contract, Firm-Fixed-Price (FFP)

Provides for a price that is not subject to any adjustment on the basis of the contractor’s cost experience in performing the contract. This type of contract places upon the contractor maximum risk and full responsibility for all costs and resulting profit or loss. Provides maximum incentive for 

the contractor to control costs, and imposes a minimum administrative burden on the government.

Contract, Fixed-Price Incentive Firm (FPIF)

Uses an incentive whereby the contractor’s profit is increased or decreased by a predetermined share of an overrun or underrun. A firm target is established from which to later compute the overrun or underrun. A ceiling price is set as the maximum amount the government will pay. Necessary elements for this type of contract are: target cost — best estimate of expected cost; target profit — fair profit at target cost; share ratio(s) — to adjust profit after actual costs are documented; and, ceiling price — limit the government will pay.

Contract, Fixed Price Type

A type of contract that provides for a fixed price to the Government, or in appropriate cases, an adjustable price. This type of contract requires the contractor to complete the effort called out in the contract.

Contract, Fixed Price with Economic Price Adjustment (FPEPA)

A type of contract providing for upward or downward revision of the stated contract price upon the occurrence of a specified contingency. Adjustments may reflect increases/decreases in actual costs of labor or material, or in specific indices of labor or material costs.

Contracting Officer (CO/KO)

A person with authority to enter into, administer, and/or terminate contracts and make related determinations and findings for the United States Government (USG).

Contractor

An entity in private industry which enters into contracts with the Government to provide goods or services.

CORE Depot Maintenance

The capability maintained within organic Defense depots to meet the readiness and sustainability requirements of weapon systems that support the Joint Chiefs of Staff (JCS) contingency scenario(s). CORE exists to minimize operational risks and to guarantee readiness for these weapon systems.

Cost Analysis

An analysis and evaluation of each element of cost.

Cost as An Independent Variable (CAIV)

Methodology used to acquire and operate affordable DoD systems by setting aggressive, achievable Life Cycle Cost (LCC) objectives and managing achievement of these objectives by trading off performance and schedule, as necessary. Cost objectives balance mission needs with projected out-year resources, taking into account anticipated process improvements in both DoD and industry. CAIV has brought attention to the government’s responsibilities for setting/adjusting LCC objectives and for evaluating requirements in terms of overall cost consequences.

Cost Breakdown Structure

A system for subdividing a program into hardware elements and subelements, functions and subfunctions, and cost categories to provide for more effective management and control of the program. 

Cost Estimate

A judgment or opinion regarding the cost of an object, commodity, or service. A result or product of an estimating procedure that specifies the expected dollar cost required to perform a stipulated task or to acquire an item. A cost estimate may constitute a single value or a range of values.

Cost per Unit Usage

The total Operating and Support costs, to include overhead and management costs, for a weapon system usage attributable to a given unit of usage under established conditions.

Critical Application Item

An item that is essential to weapon system performance or operation, the reservation of mission, or the safety of personnel as determined by the military services.

D

Defense Acquisition Guidebook

The Defense Acquisition Guidebook is designed to complement principle and procedure documents by providing the acquisition workforce with discretionary best practice that should be tailored to the needs of each program. The fundamental principles and procedures that the Department follows in achieving those objectives are described in DoD Directive 5000.1 and DoD Instruction 5000.2.

Defense Acquisition University (DAU)

Authorized by Title 10, United States Code 1746, and chartered by Department of Defense (DoD) Directive 5000.57, the Defense Acquisition University provides practitioner training, career management, and services to enable the DoD Acquisition, Technology and Logistics community to make smart business decisions and deliver timely and affordable capabilities to the warfighter. DAU provides a full range of basic, intermediate, and advanced curriculum training, as well as assignment-specific and continuous learning courses to support the career goals and professional development of the DoD.

Defense Contract Management Agency (DCMA)

Independent combat support agency within the Department of Defense that performs assigned preaward and postaward contract functions.

Defense Systems Management College (DSMC)

Co-located with Defense Acquisition University (DAU) Headquarters at Fort Belvoir, Virginia, the Defense Systems Management College, School of Program Managers, is chartered to provide executive-level and international acquisition management training, consulting, and research. 

Delivery Order (DO)

An order for supplies.

Determination and Findings (D&F)

A special form of written approval by authorized officials required by statute or regulation as prerequisite to taking certain contracting actions.

Deviation

A written authorization, granted prior to the manufacture of an item, to depart from a particular performance or design requirement of a specification, drawing, or other document for a specific number of units or a specified period of time.

Direct Cost

Any cost specifically identified with a particular final cost objective. Is not necessarily limited to items that are incorporated into the end product as labor or material.

Direct Engineering

Engineering effort directly related to specific end products.

Direct Labor

Labor specifically identified with a particular final cost objective. Manufacturing direct labor includes fabrication, assembly, inspection, and test for constructing the end product. Engineering direct labor consists of engineering labors such as reliability, Quality Assurance (QA), test, design, etc., that are readily identified with the end product.

Direct Materials

Includes raw materials, purchased parts, and subcontracted items required to manufacture and assemble completed products. A direct material cost is the cost of material used in making a product.

DoD 5000 Series

Refers collectively to DoDD 5000.1 and DoDI 5000.2. See DoD Directive 5000.1 and DoD Instruction 5000.2.

Down Select

To reduce the number of contractors working on a program by eliminating one or more for the next phase.

Draft Request for Proposal (RFP)

Usually sent out to prospective industry offerors/bidders advance of final RFP. Solicits contractors’ recommendations to add, delete, or modify requirements.

E

Earned Value Management System (EVMS)

Industry developed set of 32 standards adopted for use by DoD in 1996 for evaluation of contractor management systems. The EVMS replaced the Cost/Schedule Control Systems Criteria (C/SCSC), that contained 35 standards for evaluation of contractor management systems. Contractors with systems formally recognized by DoD as meeting the 35 C/SCSC standards prior to November 1996 are considered compliant with the 32 EVMS standards. 

Effective Competition

A marketplace condition that results when two or more manufacturing sources are acting independently of each other.

Effectiveness

The extent to which the goals of the system are attained, or the degree to which a system can be elected to achieve a set of specific mission requirements. Also, an output of cost effectiveness analysis.

Efficiency Factor

The ratio of standard performance time to actual performance time, usually expressed as a percentage.

End Item

The final production product when assembled, or completed, and ready for issue or deployment.

Engineering Change Proposal (ECP)

A proposal to the responsible authority recommending that a change to an original item of equipment be considered, and the design or engineering change be incorporated into the article to modify, add to, delete, or supersede original parts.

Escalation

Use of a price index to convert past to present prices or to convert present to future prices; increase due to inflation and outlay rates for the appropriation and the branch or the Service involved.

Estimate at Completion (EAC) (Cost)

Actual direct costs, plus indirect costs or costs allocable to the contract, plus the estimate of costs (direct and indirect) for authorized work remaining.

Evaluation Criteria

Standards by which accomplishments of required technical and Operational Effectiveness (OE) and/or suitability characteristics or resolution of operational issues may be assessed. See Source Selection Plan (SSP). 

Expired Appropriation

An appropriation no longer available for new obligations because the time available for incurring such obligations has expired. Expired appropriations are maintained by Fiscal Year (FY) identity for 5 years. During this 5-year period, obligations may be adjusted and outlays made from these accounts. Unobligated balances may not be withdrawn from expired accounts. After the 5-year period has elapsed, all obligated and unobligated balances are cancelled and the expired account is closed.

F

Facilities

Includes the permanent, semi-permanent, or temporary real property assets required to operate and support the materiel system, including conducting studies to define types of facilities or facility improvements, locations, space needs, utilities, environmental requirements, real estate requirements, and equipment. One of the traditional elements of Logistics Support (LS). 

Federal Acquisition Reform Act (FARA)

Division D of the 1996 National Defense Authorization Act (NDAA). It established exceptions for commercial item acquisitions (e.g., from Truth in Negotiations Act (TINA) requirements and cost accounting standards), authorized waiver of recoupment charges in Foreign Military Sales (FMS) of major defense equipment, and repealed redundant procurement ethics statutes. 

Federal Acquisition Regulation (FAR)

The regulation for use by federal executive agencies for acquisition of supplies and services with appropriated funds. The FAR is supplemented by the Military Departments and by DoD. The DoD supplement is called the DFARS (Defense FAR Supplement) and DFARS Procedures, Guidance, and Information (PGI).

First Article

First article includes preproduction models, initial production samples, test samples, first lots, pilot models, and pilot lots; and approval involves testing and evaluating the first article for conformance with specified contract requirements before or in the initial stage of production under a contract.

First Article Testing (FAT)

Production testing that is planned, conducted, and monitored by the materiel developer. FAT includes preproduction and initial production testing conducted to ensure that the contractor can furnish a product that meets the established technical criteria.

Fiscal Year (FY)

For the United States Government (USG), the period covering 1 October to 30 September (12 months).

Fixed Costs

Costs that do not vary with the volume of business, such as property taxes, insurance, depreciation, security, and minimum water and utility fees.

Flexible Sustainment (FS) A concept that provides procedural freedom to optimize Life Cycle Costs (LCCs) through tradeoffs that are accomplished either during initial or follow-on acquisition. The principal elements of FS are Reliability Based Logistics (RBL) techniques and Trigger Based Item Management (TBIM).

Both of these processes attempt to take maximum advantage of commercial industry capabilities and practices. See Reliability Based Logistics and Trigger Based Item Management.

Focused Logistics

A Joint Chiefs of Staff (JCS) initiative that seeks the fusion of information, logistics, and transportation technologies to provide rapid crisis response by allowing for the tracking and shifting of assets en route and the delivery of tailored logistics and sustainment packages directly at the strategic, operational, or tactical level of operations.

Full and Open Competition

All responsible sources are eligible to compete. The standard for competition in contracting. Required by the Competition in Contracting Act (1984).

Full Rate Production Decision Review (FRPDR)

A review normally conducted at the conclusion of Low Rate Initial Production (LRIP) effort that authorizes entry into the Full Rate Production (FRP) and Deployment effort of the Production and Deployment phase of the Defense Acquisition Management Framework. Formerly called Milestone III.

Full Operational Capability (FOC)

In general, attained when all units and/or organizations in the force structure scheduled to receive a system 1) have received it and 2) have the ability to employ and maintain it. The specifics for any particular system FOC are defined in that system’s Capability Development Document and Capability Production Document.

Full Rate Production (FRP)

Contracting for economic production quantities following stabilization of the system design and validation of the production process.

Full Rate Production and Deployment (FRP&D)

The second effort of the Production and Deployment (P&D) phase defined and established by DoDI 5000.2. This effort follows a successful Full Rate Production Decision Review (FRPDR). The system is produced at rate production and deployed to the field or fleet. This phase overlaps the Operations and Support (O&S) phase since fielded systems are operated and supported (sustained) while Full Rate Production (FRP) is ongoing.

G

Gantt Chart

A graphic portrayal of a project which shows the activities to be completed and the time to complete represented by horizontal lines drawn in proportion to the duration of the activity.

General and Administrative (G&A) Costs

Any management, financial, or other expense incurred or allocated to a business unit for the general management and administration of the business unit as a whole.

Government Accountability Office (GAO)

Formerly the General Accounting Office. An agency of the Legislative Branch, responsible solely to the Congress, which functions to audit and investigate all matters relating to the receipt, disbursement, and application of public funds. Determines whether public funds are expended in accordance with appropriations.

Government Contract Quality Assurance

The Government’s determination that the supplies or services conform to contract requirements. May be performed at such times (including any stage of manufacture or performance of services) and places (including subcontractors’ plants) as may be necessary.

Government Furnished Property (GFP)

Property in the possession of or acquired directly by the government, and subsequently delivered to or otherwise made available to the contractor.

Government Purpose License Rights

Rights to use, duplicate, or disclose Technical Data (TD) for government purposes only, and to have or permit others to do so for government purposes only. Government purposes include competitive procurement, but do not include the right to permit others to use for commercial purposes.

Government-Owned Contractor Operated (GOCO)

A manufacturing plant that is owned by the government and operated by a contractual civilian organization.

Government-Owned Government Operated (GOGO)

A manufacturing plant that is both owned and operated by the government.

H

Head of Agency

In DoD, the Secretary of Defense (SECDEF), and the Secretaries of the Army, Navy, and Air Force are heads of agencies. Subject to the direction of the SECDEF, the Under Secretary of Defense (Acquisition, Technology and Logistics) (USD(AT&L)), the Director of Defense Procurement, and the directors of the Defense Agencies have been delegated authority to act as head of agency for their respective agencies (i.e., to perform functions under the Federal Acquisition Regulation (FAR) or Defense FAR Supplement (DFARS) reserved to an agency head), except for such actions that by terms of statute, or any delegation, must be exercised within the Office of the Secretary of Defense (OSD). Title 10 U.S.C. §167 provides the Combatant Commander (COCOM) of Special Operations Command (SOCOM) with head of agency authority similar to that of the Service Secretaries.

Head of Contracting Activity (HCA)

Agency head authorized to contract for supplies and services. May be delegated to major command heads within an agency. Title is by virtue of position. See Contracting Activity. 

I

“Ilities”

The operational and support requirements a program must address (e.g., availability, maintainability, vulnerability, reliability, logistics supportability, etc.).

Indefinite Quantity Contract (IQC)

Provides for furnishing an indefinite quantity, within stated limits, of specific supplies or services, during a specified contract period, with deliveries to be scheduled by the timely placement of orders upon the contractor by activities designated either specifically or by class.

Independent Cost Analysis (ICA)

An analysis of Program Office (PO) and/or Component Life Cycle Cost Estimates (LCCEs) conducted by an impartial body disassociated from the management of the program.

Independent Cost Estimate (ICE)

A Life Cycle Cost Estimate (LCCE) for Acquisition Category (ACAT) I programs prepared by an office or other entity that is not under the supervision, direction, or control of the Military Department, Defense Agency, or other Component of the DoD that is directly responsible for carrying out the development or acquisition of the program, or if the decision authority has been delegated to a Component, prepared by an office or other entity that is not directly responsible for carrying on the development or acquisition of the program.

Independent Government Cost Estimate (IGCE)

An estimate of the cost of goods and/or estimate of services to be procured by contract. Such estimates are prepared by government personnel, i.e., independent of contractors. 

Indirect Cost Pool

A grouping of incurred costs identified with two or more cost objectives, but not specifically identified with any final cost objective.

Indirect Costs

Costs that, because of their incurrence for common or joint objectives, are not readily subject to treatment as direct costs, i.e. cost of utilities.

Industrial Base (IB)

That part of the total private and government-owned industrial production and depot-level equipment and maintenance capacity in the United States and its territories and possessions and Canada. It is or shall be made available in an emergency for the manufacture of items required by the U.S. military services and selected allies. 

Information Assurance (IA)

Information operations that protect and defend information and information systems by ensuring their availability, integrity, authentication, confidentiality, and non-repudiation. This includes providing for the restoration of information systems by incorporating protection, detection, and reaction capabilities. (CJCSI 3170.01E) 

Inspection

Visual examination of the item (hardware and software) and associated descriptive documentation, which compares appropriate characteristics with predetermined standards to determine conformance to requirements without the use of special laboratory equipment or procedures.

Integrated Product/Process Team (IPT)

Team composed of representatives from appropriate functional disciplines working together to build successful programs, identify and resolve issues, and make sound and timely recommendations to facilitate decision making. There are three types of IPTs: Overarching IPTs (OIPTs) that focus on strategic guidance, program assessment, and issue resolution; Working level IPTs (WIPTs) that identify and resolve program issues, determine program status, and seek opportunities for acquisition reform; and Program-level IPTs (PIPTs) that focus on program execution and may include representatives from both government and industry after contract award.

Integration

Actions taken within a Program Office (PO) using the Integrated Product and Process Development (IPPD) process to ensure the various functional disciplines of systems acquisition management are appropriately considered during the design, development, and production of a defense system.

Intellectual Property

Includes inventions, trademarks, patents, industrial designs, copyrights, and technical information including software, data designs, technical know-how, manufacturing information and know-how, techniques, Technical Data Packages (TDPs), manufacturing data packages, and trade secrets.

Interoperability

The ability of systems, units, or forces to provide data, information, materiel, and services to and accept the same from other systems, units, or forces and to use the data, information, materiel, and services so exchanged to enable them to operate effectively together. National Security System (NSS) and Information Technology System (ITS) interoperability includes both the technical exchange of information and the end-to-end operational effectiveness of that exchanged information as required for mission accomplishment. (CJCSI 3170.01E)

Invitation for Bid (IFB)

The solicitation document used in sealed bidding.

J

Justification and Approval (J&A)

A document required by the Federal Acquisition Regulation (FAR) that justifies and obtains approval for contract solicitations that use other than Full and Open Competition.

Joint Capabilities Integration and Development System (JCIDS)

JCIDS supports the Chairman of the Joint Chiefs of Staff (CJCS) and the Joint Requirements Oversight Council (JROC) in identifying, assessing and prioritizing joint military capability needs as required by law. The capabilities are identified by analyzing what is required across all functional areas to accomplish the mission.

Just-In-Time (JIT)

A “pull” system, driven by actual demand. The goal is to produce or provide one part JIT for the next operation. Reduces stock inventories, but leaves no room for schedule error. As much a managerial philosophy as it is an inventory system.

K

Known Unknowns

Future situations where it is possible to plan for or predict in part. For example, schedule changes are certain, but the extent of the changes are unknown.

L

Letter Contract

A letter contract is a written preliminary contractual instrument that authorizes the contractor to begin immediately manufacturing supplies or performing services.  Letter contracts are only used in emergent situations.

Level of Effort (LOE)

Effort of a general or supportive nature that does not produce definite end products or results, i.e., contract for man-hours.

Life Cycle Cost (LCC)

The total cost to the government of acquisition and ownership of a system over its useful life. It includes the cost of development, acquisition, operations, and support (to include manpower), and where applicable, disposal. For defense systems, LCC is also called Total Ownership Cost (TOC).

Limited Rights

Rights to use, duplicate, or disclose Technical Data (TD) in whole or in part, by or for the government, with the express written permission of the party furnishing the TD to be released or disclosed outside the government.

Logistics

See Acquisition Logistics.

Logistics and Readiness Capabilities

Parameters described in terms of mission requirements considering both wartime and peacetime logistics operations to include measures for mission capable rate, Operational Availability (AO) and frequency, and duration of preventive or scheduled maintenance actions. Also included are combat support requirements such as battle damage repair capability, mobility requirements, expected maintenance levels, and surge and mobilization objectives and capabilities. 

Logistics Footprint

Size of “in theater” logistics support needed to move and sustain a warfighting force—parts, people, support equipment, transportation, fuels.

Logistics Funding Profile (LFP)

That portion of the program budget necessary to execute the acquisition logistics plan.

Logistics Interoperability

A form of interoperability in which the service to be exchanged is assemblies, components, spares, or repair parts. Logistics interoperability will often be achieved by making such assemblies, components, spares, or repair parts interchangeable, but can sometimes be a capability less than interchangeability when a degradation of performance or some limitations are operationally acceptable.

Logistics Response Time

The period of calendar time from when a failure/malfunction is detected and validated by the maintainer to the time that the failure/malfunction has been resolved.

Logistics Support (LS)

Encompasses the logistics services, materiel, and transportation required to support the continental United States-based and worldwide-deployed forces. (CJCSI 3170.01E) See Logistics Support Elements.

Lowest Price Technically Acceptable (LPTA)

The lowest price technically acceptable source selection process is used when best value is expected to result from selection of the technically acceptable proposal with the lowest evaluated price. See also tradeoff.

M

Major Automated Information System (MAIS) Acquisition Program

See Acquisition Category (ACAT) – ACAT IA.

Major Program

1. A term synonymous with Major Defense Acquisition Program (MDAP). 2. In the context of the Future Years Defense Program (FYDP), a Major Program is an aggregation of Program Elements (PEs) that reflects a force or support mission of DoD and contains the resources necessary to achieve an objective or plan. It reflects fiscal time-phasing of mission objectives to be accomplished and the means proposed for their accomplishment. The FYDP is comprised of 11 major programs as shown below. Those considered combat forces programs are marked by an asterisk. (DoD 7045.7-H) See Future Years Defense Program.

Program 1 — Strategic Forces*

Program 2 — General Purpose Forces*

Program 3 — Command, Control, Communications, Intelligence and 


 Space*

Program 4 — Mobility Forces*

Program 5 — Guard and Reserve Forces*

Program 6 — Research and Development

Program 7 — Central Supply and Maintenance

Program 8 — Training, Medical, and Other General Personnel Activities

Program 9 — Administration and Associated Activities

Program 10 — Support of Other Nations

Program 11 — Special Operations Forces*

Major System (DoD)

A combination of elements that shall function together to produce the capabilities required to fulfill a mission need, including hardware, equipment, software, or any combination thereof, but excluding construction or other improvements to real property. A system shall be considered a major system if it is estimated by the DoD Component Head to require an eventual total expenditure for Research, Development, Test and Evaluation (RDT&E) of more than $140 million in FY 2000 constant dollars, or for procurement of more than $660 million in FY 2000 constant dollars, or is designated as major by the DoD Component Head.

Make-or-Buy Program

That part of a contractor’s written plan for the development or production of an end item that outlines the subsystems, major components, assemblies, subassemblies, and parts the contractor intends to manufacture, test-treat, or assemble (make); and those the contractor intends to purchase from others (buy).

Management Reserve

An amount of the Total Allocated Budget (TAB) withheld for management control purposes, rather than designated for the accomplishment of a specific task or set of tasks. It is not a part of the Performance Measurement Baseline (PMB). Synonymous with reserve.

Market Research

A process for gathering data on product characteristics, suppliers’ capabilities, and the business practices that surround them, plus the analysis of that data to make acquisition decisions.

Market Research - Strategic

Includes all the activities that acquisition personnel perform continuously to keep themselves abreast of technology and product developments in their areas of expertise.

Market Research – Tactical

A phase of market research conducted in response to a specific material need or need for services.

Mean Logistics Delay Time (MLDT)

Indicator of the average time a system is awaiting maintenance and generally includes time for 1) Locating parts and tools, 2) Locating, setting up or calibrating test equipment, 3) Dispatching personnel 4) Reviewing technical manuals, 5) Complying with supply procedures, and 6) Awaiting transportation. The MLDT is largely dependent upon the logistics support structure and environment.

Mean Maintenance Time (MMT)

A measure of item maintainability taking into account both preventive and corrective maintenance. Calculated by adding the preventive and corrective maintenance time and dividing by the sum of scheduled and unscheduled maintenance events during a stated period of time.

Mean Time Between Failure (MTBF)

For a particular interval, the total functional life of a population of an item divided by the total number of failures (requiring corrective maintenance actions) within the population. The definition holds for time, rounds, miles, events, or other measures of life unit. A basic technical measure of reliability recommended for use in the research and development contractual specification environment, where “time” and “failure” must be carefully defined for contractual compliance purposes.
Mean Time Between Maintenance (MTBM)

A measure of reliability that represents the average time between all maintenance actions both corrective and preventive.

Mean Time To Repair (MTTR)

The total elapsed time (clock hours) for corrective maintenance divided by the total number of corrective maintenance actions during a given period of time. A basic technical measure of maintainability recommended for use in the research and development contractual specification environment, where “time” and “repair” must be carefully defined for contractual compliance purposes.

Measure of Effectiveness (MOE)

Measure designed to correspond to accomplishment of mission objectives and achievement of desired results. (CJCSI 3170.01E) MOEs may be further decomposed into Measures of Performance and Measures of Suitability. See operational effectiveness, Measure of Performance, operational suitability, and Measure of Suitability.

Measure of Performance (MOP)

Measure of a system’s performance expressed as speed, payload, range, time on station, frequency, or other distinctly quantifiable performance features. Several MOPs and/or Measures of Suitability may be related to the achievement of a particular Measure of Effectiveness (MOE). See Measure of Suitability, operational suitability, and Measure of Effectiveness.
Measure of Suitability (MOS)

Measure of an item’s ability to be supported in its intended operational environment. MOSs typically relate to readiness or operational availability, and hence reliability, maintainability, and the item’s support structure. Several MOSs and/or Measures of Performance may be related to the achievement of a particular Measure of Effectiveness (MOE). See Measure of Effectiveness and operational suitability.

Memorandum of Agreement (MOA)

1. In contract administration, an agreement between a Program Manager (PM) and a Contract Administration Office (CAO), establishing the scope of responsibility of the CAO with respect to the Earned Value Management System (EVMS) criteria surveillance functions and objectives, and/or other contract administration functions on a specific contract or program. 2. Any written agreement in principle as to how a program will be administered.

Milestone Decision Authority (MDA)

Designated individual with overall responsibility for a program. The MDA shall have the authority to approve entry of an acquisition program into the next phase of the acquisition process and shall be accountable for cost, schedule, and performance reporting to higher authority, including congressional reporting. (DoDD 5000.1)

Misappropriation

To put to a wrong use i.e. Spending funds for other than their appropriated purpose.

Multiyear Procurement (MYP)

A method of competitively purchasing up to 5 years’ requirements in one contract, which is funded annually as appropriations permit. If necessary to cancel the remaining quantities in any year, the contractor is paid an agreed-upon portion of the unamortized non-recurring start-up costs.

N

North American Industry Classification System (NAICS)

The North American Industry Classification System (NAICS) has replaced the U.S. Standard Industrial Classification (SIC) system. The NAICS classifies products and services based on the principal nature of the product or service. The SBA establishes small business size standards on an industry-by-industry basis utilizing the NAICS.

Negotiation

Contracting through the use of either competitive or other-than-competitive proposals and discussions. Any contract awarded without using sealed bidding procedures is a negotiated contract.

Nondevelopmental Item (NDI)

Is any previously developed item of supply used exclusively for Governmental purposes by a Federal agency, a State or local government, or a foreign government with which the United States has a mutual defense cooperation agreement; such an item that requires only minor modification or modifications of a type customarily available in the commercial marketplace in order to meet the requirements of the procuring department or agency; or any item above that 

does not meet the requirements solely because the item is not yet in use.

O

Obligation

A duty to make a future payment of money. The duty is incurred as soon as an order is placed, or a contract is awarded for the delivery of goods and the performance of services. The placement of an order is sufficient. An obligation “legally” encumbers a specified sum of money, which will require outlay(s) or expenditures in the future.

Operational Availability (Ao)

The percent of time that a weapon system or System of Systems is mission capable.

Operational Reliability

The measure(s) or ability of a system to achieve Operational Performance (OP) for a defined mission or specified mission profile.

Option

A contractual clause permitting an increase in the quantity of supplies beyond that originally stipulated or an extension in the time for which services on a time basis may be required.

P

Performance Based Acquisition (PBA)

Performance-based acquisition (PBA) means an acquisition structured around the results to be achieved as opposed to the manner by which the work is to be performed.

Performance-Based Logistics (PBL)

The preferred sustainment strategy for weapon system product support that employs the purchase of support as an integrated, affordable performance package designed to optimize system readiness. PBL meets performance goals for a weapon system through a support structure based on long-term performance agreements with clear lines of authority and responsibility.

Performance Measurement Baseline (PMB)

See Budgeted Cost of Work Scheduled (BCWS).

Performance Work Statement (PWS)

Means a statement of work for performance-based acquisitions that describes the required results in clear, specific and objective terms with measurable outcomes.

Procurement Request (PR)

Document that describes the required supplies or services so that a procurement can be initiated. Some procuring activities actually refer to the document by this title; others use different titles such as Procurement Directive. Combined with specifications, the Statement of Work (SOW) and Contract Data Requirements List (CDRL), it is called the PR Package, a basis for solicitation.

Procuring Activity

Unless agency regulations specify otherwise, the term shall be synonymous with contracting activity.

Procuring Contracting Officer (PCO)

The individual authorized to enter into contracts for supplies and services on behalf of the Government by sealed bids or negotiations, and who is responsible for overall procurement under the contract.

Program Management

The process whereby a single leader exercises centralized authority and responsibility for planning, organizing, staffing, controlling, and leading the combined efforts of participating/assigned civilian and military personnel and organizations, for the management of a septic defense acquisition program or programs, throughout the system life cycle.

Program Manager (PM)

Designated individual with responsibility for and authority to accomplish program objectives for development, production, and sustainment to meet the user’s operational needs. The PM shall be accountable for credible cost, schedule, and performance reporting to the Milestone Decision Authority (MDA). (DoDD 5000.1)

Q

Quailed Manufacturers List (QML)

A list of manufacturers who have had their products examined and tested and who have satisfied all applicable qualification requirements for that product.

Qualified Products List (QPL)

A list of products that are pretested in advance of actual procurement to determine which suppliers can comply properly with specification requirements. This is usually done because of the length of time required for Test and Evaluation (T&E).

Quality

The composite of materiel attributes including performance features and characteristics of a production or service to satisfy a customer’s given need.

Quality Assurance (QA)

A planned and systematic pattern of all actions necessary to provide confidence that adequate technical requirements are established, that products and services conform to established technical requirements, and that satisfactory performance is achieved.

Quality Assurance Surveillance Plan (QASP)

A QASP specifies all work requiring surveillance; and the method of surveillance. QASP are prepared in conjunction with the preparation of the statement of work. Government contract quality assurance shall be performed at such times (including any stage of manufacture or performance of services) and places (including subcontractors’ plants) as may be necessary to determine that the supplies or services conform to contract requirements. The Government may either prepare the QASP or require the offerors to submit a proposed QASP for the Government’s consideration in development of the Government’s plan.

R

Reasonable Price

A business decision reached jointly by a buyer and seller, a product of judgment influenced by bargaining strength and economic realities dictated by the marketplace.

Reliability Based Logistics (RBL) 

Emphasizes the importance of designing reliability into systems and is an expansion of the process used to determine the support concept for a system, subsystem, and/or component. RBL addresses decisions such as consumable versus repairable, commercial versus organic repair, warranties, technology insertion, and Form-Fit-Function Interface (F3I) specifications as methods for facilitating reliable designs.

Request for Proposal (RFP)

A solicitation used in negotiated acquisition to communicate Government requirements to prospective contractor and to solicit proposals.

Request for Quotation (RFQ)

A solicitation used in negotiated acquisition to communicate government requirements to prospective contractors and to solicit a quotation. A response to an RFQ is not an offer; however, it is informational in character.

Residual Value

The scrap value of equipment at the end of the economic life system.

Review

The discrete process of gathering and evaluating information to make a decision about a program. Examples are milestone reviews and other program decision reviews.

Revolving Fund

A fund established to finance a cycle of operations through amounts received by the fund. Within the DoD, such funds include stock funds and Industrial Funds (IFs), as well as other Working Capital Funds (WCFs).

Rework

Any corrections of defective work, either before, during, or after inspection.

Risk

A measure of the inability to achieve program objectives within defined cost and schedule constraints. Risk is associated with all aspects of the program, e.g., threat, technology, design processes, or Work Breakdown Structure (WBS) elements. It has two components: the probability of failing to achieve a particular outcome, and the consequences of failing to achieve that outcome.

Risk Analysis

A detailed examination of each identified program risk, which refines the description of the risk, isolates the cause, and determines the impact of the program risk in terms of its probability of occurrence, its consequences, and its relationship to other risk areas or processes.

Risk Areas

The program areas that are the primary sources of program risk. Risk areas include, but are not necessarily limited to, threat and requirements, technology, design and engineering, manufacturing, support, cost, and schedule.

Risk Assessment

The process of identifying program risks within risk areas and critical technical processes, analyzing them for their consequences and probabilities of occurrence, and prioritizing them for handling.

Risk Assumption

A risk-handling option in which selected program risks are accepted and monitored by the management team.

Risk Avoidance

A risk-handling option that eliminates risk by eliminating or modifying the concept, requirements, specifications, or practices that create the unacceptable risk.

Risk Control

A risk-handling option that monitors a known risk and then takes specific actions to minimize the likelihood of the risk occurring and/or reduce the severity of the consequences.

Risk Management Plan (RMP)

A document that records the results of the risk planning process.

S

Schedule Risk

The risk that a program will not meet its acquisition strategy schedule objectives or major milestones established by the acquisition authority.

Schedule Variance (SV)

The difference between the Budgeted Cost of Work Performed (BCWP) and the Budgeted Cost of Work Scheduled (BCWS) (Schedule Variance (SV) = BCWP – BCWS).

Sealed Bidding

A method of contracting that employs competitive bids, public opening of bids, and awards.

Selected Acquisition Report (SAR)

Standard, comprehensive, summary status report of a Major Defense Acquisition Program (MDAP) (Acquisition Category (ACAT) I) required for periodic submission to Congress. It includes key cost, schedule, and technical information.

Service Contract

A contract that directly engages the time and effort of a contractor whose primary purpose is to perform an identifiable task rather than to furnish an end item of supply. A service contract may be either a nonpersonal or personal contract. It can also cover services performed by either professional or nonprofessional personnel whether on an individual or organizational basis.

Service Life

Quantifies the average or mean life of the item. There is no general formula for the computation. Often refers to the mean life between overhauls, the mandatory replacement time, or the total usefulness of the item in respect to the weapon it supports; that is, from first inception of the weapon until final phaseout.

Should Cost Estimate
An estimate of contract price that reflects reasonably achievable contractor economy and efficiency. It is accomplished by a Government team of procurement, contract administration, audit and engineering representatives performing an in-depth cost analysis at the contractor’s and subcontractor’s plants. Its purpose is to develop a realistic price objective for negotiation purposes.

Simplified Acquisition Procedures (SAP)

The methods prescribed in Part 13 for making purchases of supplies or services the threshold for which is $100,000.

Sole Source Acquisition

A contract for the purchase of supplies or services that is entered into or proposed to be entered into by an agency after soliciting and negotiating with only one source.

Solicitation

Means any request to submit offers or quotations to the Government. Solicitations under sealed bid procedures are called “invitations for bids.” Solicitations under negotiated procedures are called “requests for proposals.” Solicitations under simplified acquisition procedures may require submission of either a quotation or an offer. 

Source Selection

The process wherein an award decision is made. The objective of source selection is to select the proposal that represents the best value.

Source Selection Advisory Council (SSAC)

Senior military or Government civilian personnel designated by the Source Selection Authority (SSA) to serve as staff and advisors during the source selection process. The SSA usually delegates the following duties to the SSAC — selecting/approving the Source Selection Evaluation Board (SSEB) membership, reviewing the evaluation criteria, and weighing these criteria.

Source Selection Authority (SSA)

The official designated to direct the source selection process, approve the selection plan, select the source(s), and announce contract award.

Source Selection Evaluation Board (SSEB)

A group of military and/or Government civilian personnel, representing functional and technical disciplines, that is charged with evaluating proposals and developing summary facts and findings during source selection.

Source Selection Evaluation Team (SSET)

A group of military and/or government civilian personnel, representing functional and technical disciplines, that performs the duties of a Source Selection Evaluation Board and a Source Selection Advisory Council. See Source Selection Evaluation Board and Source Selection Evaluation Team.

T

Technical Data Rights (TDR)

See Rights in Technical Data.

Technical Evaluation

The study, investigations, or Test and Evaluation (T&E) by a developing agency to determine the technical suitability of materiel, equipment, or a system, for use in the military services. See Development Test and Evaluation (DT&E).

Technical Manual (TM)

A publication that contains instructions for the installation, operation, maintenance, training, and support of weapon systems, weapon system components, and support equipment. TM information may be presented in any form or characteristic, including but not limited to hard copy, audio and visual displays, magnetic tape, discs, and other electronic devices. A TM normally  includes operational and maintenance instructions, parts lists or parts breakdown, and related technical information or procedures exclusive of administrative procedures. Technical Orders (TOs) that meet the criteria of this definition may also be classified as TM.

Technical Risk

The risk that arises from activities related to technology, design and engineering, manufacturing, and the critical technical processes of test, production, and logistics.

Technical View (TV)

An architecture view that describes how to tie systems together in engineering terms. It consists of standards that define and clarify the individual systems technology and integration requirements. (CJCSM 3170.01B)

Total Allocated Budget (TAB)

The sum of all budgets allocated to the contract. TAB consists of the performance measurement baseline and all management reserve.

Total Asset Visibility (TAV)

The ability to gather information at any time about the quantity, location, and condition of assets anywhere in the DoD logistics system.

Total Obligation Authority (TOA)

A DoD financial term that expresses the value of the direct program for a given Fiscal Year (FY). It is based on the congressionally approved Budget Authority (BA) for the program, plus or minus financing and receipts or other adjustments.

Total Ownership Cost (TOC)

A concept designed to determine the true cost of design, development, ownership, and support of DoD weapons systems. At the DoD level, TOC is comprised of the costs to research, develop, acquire, own, operate, and dispose of defense systems, other equipment, and real property; the costs to recruit, retain, separate, and otherwise support military and civilian personnel; and all other costs of the business operations of the DoD. At the individual program level, TOC is synonymous with the Life Cycle Cost (LCC) of the system. See Life Cycle Cost.

Trade-Off Process or Trade-Off Analysis

A source selection process (evaluation process) which considers award to other than the lowest priced offeror or other than the highest technically rated offeror.

Transportability

The capability of materiel to be moved by towing, self-propulsion, or carrier through any means, such as railways, highways, waterways, pipelines, oceans, and airways. (Full consideration of available and projected transportation assets, mobility plans and schedules, and the impact of system equipment and support items on the strategic mobility of operating military forces is required to achieve this capability.)

Undefinitized Contract Action (UCA)

Any contract action for which the terms, specifications, or price are not agreed upon before performance is begun under the action. Examples are letter contracts, orders under basic ordering agreements, and provisioned item orders, for which the price has not been agreed upon before performance has begun. Letter contracts await negotiation to definitize prices. (DFARS 217.7401(d))

Under Secretary of Defense (Acquisition, Technology and Logistics) (USD(AT&L))

The USD(AT&L) has policy and procedural authority for the defense acquisition system, is the principal acquisition official of the Department, and is the acquisition advisor to the Secretary of Defense (SECDEF). In this capacity the USD(AT&L) serves as the Defense Acquisition Executive (DAE), the Defense Senior Procurement Executive, and the National Armaments Director — the last regarding matters of the North Atlantic Treaty Organization (NATO). For acquisition matters, the USD(AT&L) takes precedence over the Secretaries of the Services after the SECDEF and Deputy SECDEF. The USD(AT&L) authority ranges from directing the Services and Defense agencies on acquisition matters, to establishing the Defense Federal Acquisition Regulation Supplement (DFARS), and chairing the Defense Acquisition Board (DAB) for Major Defense Acquisition Program (MDAP) reviews.

Under Secretary of Defense (Acquisition, Technology and Logistics) (USD(AT&L)); Office of the Under Secretary of Defense (Acquisition, Technology and Logistics)  (OUSD(AT&L)) 

The OUSD(AT&L) is organized around services, Research and Development (R&D), and materiel acquisition. Several organizational elements report directly to the USD(AT&L) including the Principal Deputy USD (PDUSD(AT&L)); the Director, Defense Research and Engineering (DDR&E); the Deputy USD (Logistics and Materiel Readiness) (DUSD(L&MR)); and the Director, Missile Defense Agency. Also, reporting to staff elements within OUSD(AT&L) are a number of Defense agencies such as the Defense Logistics Agency (DLA) and the Defense Advanced Research Projects Agency (DARPA).

Unique Identification (UID)

Unique identification is the set of data that uniquely marks any tangible asset, for example, an item, component, sub-system, or system. UID data are globally unique and unambiguous, ensure data integrity and data quality throughout the life of the item, and support multifaceted business applications and users.

United States Code (U.S.C.)

A consolidation and codification of the general and permanent laws of the United States arranged according to subject matter under 50 title headings, in alphabetical order to a large degree. Sets out the current status of the laws, as amended. Title 10 governs the Armed Forces.

Unknown-Unknowns (UNK/UNK(s))

Future situation impossible to plan, predict, or even know what to look for.

Unlimited Rights

Rights to use, modify, reproduce, display, release, or disclose Technical Data (TD) in whole or in part, in any manner, and for any purpose whatsoever, and to have or authorize others to do so.

Unsolicited Proposal

A written proposal that is submitted to an agency on the submitter’s initiative for the purpose of obtaining a contract with the government, and which is not in response to a formal or informal request.

V

Validation

1. The review of documentation by an operational authority other than the user to confirm the operational capability. Validation is the precursor to approval. (CJCSI 3170.01E) 2. The process by which the contractor (or as otherwise directed by the DoD Component procuring activity) tests a publication/Technical Manual (TM) for technical accuracy and adequacy. 3. The process of evaluating a system or software component during, or at the end of, the development process to determine whether it satisfies specified requirements.

Validation Authority

The individual within the DoD Components charged with overall capability definition and validation. The Vice Chairman of the Joint Chiefs of Staff (VCJCS), in his role as Chairman of the Joint Requirements Oversight Council (JROC), is the Validation Authority for all potential Major Defense Acquisition Programs (MDAPs). The Validation Authority for Joint Capabilities Integration and Development System (JCIDS) issues for other programs is dependent upon the Joint Potential Designator (JPD) of the program. (CJCSI 3170.01E) See Joint Potential Designator.

Value Engineering (VE)

VE is a functional analysis methodology that identifies and selects the best value alternative for designs, materials, processes, systems, and program documentation. VE applies to hardware and software; development, production, and manufacturing; specifications, standards, contract requirements, and other acquisition program documentation; facilities design and construction; and management or organizational systems and processes to improve the resulting product.

Value Engineering Change Proposal (VECP)

Submitted by the contractor for review as to its Value Engineering (VE) applicability. If accepted by the government, normally the contractor is compensated for saving the government money. 

Variable Cost (VC)

A cost that changes with the production quantity or the performance of services. This contrasts with fixed costs that do not change with production quantity or services performed.

Variance (Statistical)

A measure of the degree of spread among a set of values; a measure of the tendency of individual values to vary from the mean value. It is computed by subtracting the mean value from each value, squaring each of these differences, summing these results, and dividing this sum by the number of values in order to obtain the arithmetic mean of these squares.

Variance (Earned Value)

See Cost Variance (CV) and Schedule Variance (SV).

Vendor

An individual, partnership, corporation, or other activity that sells property, goods, or services. A vendor may supply a government contractor. Vendors may be manufacturers, that is, actually produce the product or service they sell, or not. For example, a company that buys personal computers from a computer manufacturer under a contract name and then sells them to the government is a vendor (to the government) but not a manufacturer.

Verification

Confirms that a system element meets design-to or build-to specifications. Throughout the system’s life cycle, design solutions at all levels of the physical architecture are verified through a cost-effective combination of analysis, examination, demonstration, and testing, all of which can be aided by modeling and simulation. (Defense Acquisition Guidebook) 

Vulnerability

The characteristics of a system that cause it to suffer a definite degradation (loss or reduction of capability to perform the designated mission) as a result of having been subjected to a certain (defined) level of effects in an unnatural (man-made) hostile environment. Vulnerability is considered a subset of survivability.

W

Waiver

1. Specifications. A written authorization to accept a Configuration Item (CI) or other designated item, which, during production, or after having been submitted for inspection, is found to depart from specified requirements, but nevertheless is considered suitable “as is” or after rework by an approved method.

2. Decision to not require certain criteria to be met for certain reasons, such as national security.

Warrant

1. An official document issued by the Secretary of the Treasury (SOT) and countersigned by the Comptroller General of the United States by which monies are authorized to be withdrawn from the Treasury. Warrants are issued after appropriations and similar congressional authority has been enacted.

2. An official document (Standard Form 1402) designating an individual as a Contracting Officer (CO). The warrant will state as reference the limits of the CO’s authority.

Warranty

A promise or affirmation given by a contractor to the government regarding the nature, usefulness, or condition of the supplies or performance of services furnished under a contract. 

Weapon System

Items that can be used directly by the Armed Forces to carry out combat missions.

Weapon System Cost

Equal to the sum of the procurement cost for prime mission equipment and the procurement cost for support items.

Weighted Guidelines

A government technique for developing fee and profit negotiation objectives, within percentage ranges established by regulation.

Wholesale Price Index (WPI)

A composite index of wholesale prices of a representative group of commodities.

Win-Win

A philosophy whereby all parties in a defense acquisition scenario come away gaining some or most of what they wanted (i.e., everyone “wins” something, even though it may not be 100 percent of the goal); the ideal outcome.

Work Breakdown Structure (WBS)

An organized method to break down a project into logical subdivisions or subprojects at lower and lower levels of details. It is very useful in organizing a project. See Military Handbook (MILHDBK) 881 for examples of WBSs.

Work Performed

Includes completed work packages and the completed portion of work packages begun and not yet completed.

Working Capital Fund (WCF)

Revolving funds within DoD that finance organizations that are intended to operate like commercial businesses. WCF business units finance their operations with cash from the revolving fund; the revolving fund is then replenished by payments from the business units’ customers. 

Working-Level Integrated Product Team (WIPT)

Team of representatives from all appropriate functional disciplines working together to build successful and balanced programs, identify and resolve issues, and make sound and timely decisions. WIPTs are usually chaired by the Program Manager (PM) or the PM’s representative. Acquisition Category (ACAT) I programs normally establish, at a minimum, a Cost Performance Integrated Product Team (CPIPT) and a Test and Evaluation (T&E) WIPT. Industry representation on WIPTs, consistent with statute and at the appropriate time, may also be considered.

Workload

1. The amount of work in terms of predetermined work units that organizations or individuals perform or are responsible for performing. 2. A quantitative expression of human tasks, usually identified as standard hours of work or a corresponding number of units.

Worst Case Scenario

In planning, to examine the worst possible environment or outcome and evaluate results around which to formulate next step.

Worth

The measure of value received for the resources expended. It is directly proportional to the cost to a foe (damage, neutralization, deception, and/or counteraction) and indirectly proportional to the system cost.
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