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FOREWORD
For decades, panels and commissions have noted the need for acquisition reform. Even Tony Bretano, the fictional Secretary of Defense in Tom Clancy's "Executive Orders" recognized the problem in stating: "I am especially concerned with the procurement system. It takes too long and costs too much. The problem isn't so much corruption as an attempt to impose a standard of fairness so exacting that - well, as a pedestrian example, if you bought food the way DOD is forced to buy weapons, you'd starve to death in the supermarket while trying to decide between Libby and Del Monte pears." 

With the advent of acquisition reform offices, real downsizing and substantial budget reductions in recent years, acquisition reform is becoming a reality, a mandate. To date, most of our efforts have been focused on hardware and systemic change, such as the elimination of military specifications and standards. Sufficient attention has not been given to improving service contracting, on which the Federal Government spends over $100 Billion per year. In FY-97, the Navy spent over $19 Billion, 57% of its total contractual obligations, for services. 

Top administration officials have recognized the lack of focus on the improvement of contracting for services. On 1 April 1998, SECDEF sent Congress a plan for streamlining DOD acquisition, which calls for establishing training in service contracting under his broader initiative of increasing acquisition workforce education and training. It is clear that service contracting will become an even greater area of concern as outsourcing continues to increase and the size of the acquisition workforce continues to decrease. 

The purpose of this service contracting guide is to provide a forum for the exchange of ideas, lessons learned, concerns and best practices. It is suitable for use as a desk guide and for training purposes at all levels. To be of optimal value, it must be continuously improved and updated. To this end, all users are invited and encouraged to provide their inputs for use in future editions. 

Change is not easy; in fact, it is usually avoided. It takes more time and effort to be innovative, foster reform, and move forward. Some managers only tend to support the status quo, thus avoiding any risks. Without change, we can not expect to improve our service contracting and give the Fleet the level of support it requires. The following sections address some of the current topics and issues in service contracting and provide examples of how they can be addressed. For follow on procurements, there will be local lessons learned to supplement this information. For unprecedented procurements, this guide will be invaluable. 

TABLE OF CONTENTS
The information in this service contracting guide is applicable to the full range of services contracts, from non-technical to professional services. This guide is presented in the following sections: 
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INTRODUCTION
This service contracting guide was prepared from a practical, hands-on, perspective with multiple samples, representing real world cases as opposed to the theoretical or academic. Acquisition reform is an ongoing and evolutionary process. For this reason, it is essential that user inputs be submitted for use in future editions. Acquisition professionals are doing good work and should not hesitate to share their success stories. 

As mentioned in the foreword, change is not easy; however, it is necessary. Without change, we would be using an abacus instead of a computer to crunch numbers. The invitation to be an agent of change and therefore foster acquisition reform must be accepted with the application of sound business judgment. Change involves a degree of risk, which makes it extremely unpalatable to some. Risks can not be avoided in life, and we take risks every time we cross the street. In addition to utilizing due care, we buy insurance to help us manage the risks associated with our health, life, automobile and home. In acquisition reform we manage our risks by applying sound business judgment. This sound business judgment is based on our education, training, experiences, and the lessons learned shared by our peers and other acquisition professionals. 

No introduction to service contracting would be complete without a summary of regulations and public policy. In general, contracts for services should be placed competitively using fixed price type contracts. A brief discussion of personal services, inherently governmental functions and the Service Contract Act follow. 

Personal services contracts are prohibited without specific authorization in statute. Professional athletes play under personal services contracts. - That individual person, and no one else, can perform the contract. - The athlete becomes an employee of the team through such a contractual arrangement. The Government hires its employees through competitive appointment under civil service laws and Office of Personnel Management regulations; therefore, personal services contracts are inappropriate with the Government. Government services contracts must be nonpersonal in nature. The Federal Acquisition Regulation (FAR) states that, "Nonpersonal services contract means a contract under which 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". This makes it clear that we must pay close attention to both the form and substance of our services contracts. This topic is summarized in a Contracting Officer Representative training course with a slide that indicates: The Government can: prioritize work, clarify requirements, identify deficiencies, and interrupt improper work. The Government can not: direct people, assign personnel, direct how to do tasks, or do the supervisor's job in training personnel. 

The Defense Federal Acquisition Regulation Supplement (DFARS) and Navy Acquisition Procedures Supplement (NAPS) place additional restrictions on service contracting. The references at the end of this section should be consulted periodically by acquisition professionals working in the field of service contracting. 

Inherently governmental functions may not be contracted out. This is a matter of accountability, as only bona fide Government employees can interpret and execute the laws of the United States. As a general rule, if decision making is involved, the function is inherently governmental. OFPP uses the command of combat troops as an example of an inherently governmental function, which can not be contracted out. Additional information regarding inherently governmental functions may be found in FAR Subpart 7.5, "Inherently Governmental Functions". Both the Federal Acquisition Regulations and OFPP Policy Letters stress the need for management oversight of service contracting. They declare that "contracting officials" should ensure the use of best practices in contracting for services. This makes it the responsibility of all acquisition professionals - even the most junior contract specialist - to work diligently to improve the Navy's service contracting. 

The Service Contract Act of 1965, generally referred to as the Service Contract Act, governs wages, fringe benefits and the pricing of service contracts for other than professional services. The Department of Labor participates in the wage determinations and annual contract price adjustments for these generally non-technical or "blue collar" contracts. Generally, any maintenance contract will fall under the Service Contract Act - lawn mowing to aircraft maintenance, and everything in between. Services to be provided by bona fide executive, administrative and professional personnel are not covered by the Service Contract Act. There is some confusion in the acquisition community as to which contracts fall under the Service Contract Act and which do not. Secretarial support is considered to be other than a professional service, and; therefore, a contract for secretarial services would be subject to the Service Contract Act. If the secretarial services were merely incidental to the performance of the contract, it would not make the contract subject to the Service Contract Act. One must look to the predominant intent of entering into the contract. To further illustrate this point, consider the following hypothetical example: NAVSEA enters into a contract for a feasibility study involving the use of nuclear propulsion on additional ship classes. At the end of this feasibility study, a secretary will type the final report. The purpose of this contract is to obtain a professional service - a feasibility study - and the typing is merely incidental. This service contract is not subject to the Service Contract Act. OFPP Policy Letter 93-1 (reissued) provides a good summary of policy in service contracting:

When contracting for services, it is the policy of the Federal Government that:
a. Program officials are responsible for accurately describing the need to be filled or problem to be resolved through service contracting to assure full understanding and responsive performance by contractors, and should obtain assistance from contracting officials, as needed. 

b. Services are to be obtained and used in ways that ensure that the Government retains inherently governmental decision-making authority. 

c. Services are to be obtained in the most cost effective manner, without barriers to full and open competition, and free of any potential conflicts of interest. 

d. Sufficient trained and experienced officials are available within the agency to manage and oversee the contract administration function. 

e. Effective management practices are used to implement the guiding principles contained herein to prevent waste, fraud, and abuse in services contracting. 
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PLANNING & CONTRACT PLACEMENT
The need to place a services contract should never come as a surprise to the program manager or contracting officer. This type of requirement can be anticipated and properly planned with minimal expenditure of time and effort. Unfortunately, many acquisition professionals focus on the hardware side of the program, almost to the exclusion of the services, which are also critical. The prudent program manager will review service contracting status as part of the monthly or quarterly program review with the program team. 

The contracting office and each Procuring Contracting Officer (PCO) should keep an inventory of open service contracts by customer for ready reference and as an aid in the initiation of planning for follow-on contracts. A graphic inventory of activities looking out for at least two years is most appropriate where many contracts are involved. This is the only practical way to ensure that planning will commence in sufficient time to allow for overlapping coverage. Sufficient time must be allowed for the delays and resolution of problems which may be encountered in contract placement, and a two month phase-in, phase-out period should be built into the schedule to enable a smooth transition in the event of a change in contractors. While there is no fixed format for a graphic inventory, the following approach has proved to be an extremely valuable tool for a contracting office with dozens of services contracts to track and manage: 

Build an electronic matrix array in landscape format. The first 4 columns are labeled: customer, contract number, company name, and expiration date. The next 36 columns are cells representing each month in this year, next year, and the following year. The columns are filled in with letter codes to indicate: expiration date (X), option due (O), target award (A), option not exercised (N), planned early option exercise (P), etc. The following is a highly truncated example of this contract management tool: 

	customer 
	contract 
	company 
	expires 
	1998 


J F M A M J J A S O N D 

	PM-300 
	93d0110 
	great 
	1jun98 
	[image: image1.png]


X 

	PM-300 
	98d0110 
	new 
	1apr03 
	[image: image2.png]


A 

	PM-301 
	94d0111 
	notable 
	1jan99 
	O 

	PM-301 
	99d0111 
	new 
	1nov03 
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A 

	PM-302 
	97d0112 
	notbad 
	1oct02 
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O 

	PM-303 
	95d0113 
	super 
	1jan00 
	O[image: image5.png]


P 


Periodic reviews of such a graphic inventory will enable workload planning and scheduling, along with timely option exercises and initiation of follow-on contracts. A PCO with a dozen or more active services contracts can not provide quality support to customers without such a tool. DFARS Part 207 requires a written acquisition plan for the acquisition of services estimated at $30 million or more for all years or $15 million or more for any one year. The content of written acquisition plans is specified in FAR 7.105 and DFARS 207.105. It should be noted that FAR 7.105 requires acquisition plans for services, "describe the strategies for implementing performance-based contracting methods or shall provide rationale for not using those methods." In preparing the written acquisition plan, some items delineated in the regulations will be not applicable to services. Such items should simply be designated as "not applicable". This will allow the acquisition team to focus on the items in the acquisition plan that are very important, such as: acquisition streamlining, competition, source selection procedures, inherently governmental functions, and milestones for the acquisition cycle. 

Most service contracts will be below the threshold for a written acquisition plan. Being below the threshold only relieves the acquisition team of preparing a written plan that will be signed and approved - it does not relieve them of the planning function. Planning for a follow-on services contract should be underway a year before the present contract expires. Use extreme care here: If the utilization has been heavier than anticipated, resulting in the early exercise of options or the early expenditure of ceiling, the contract will expire earlier than anticipated - plan accordingly. In planning for the follow-on contract, the acquisition team should review customer satisfaction with the current contract and the emerging program requirements: 

Is a different strategy appropriate? 

Is the current contract performance-based? 

Are the requirements somewhat different than they were when the current contract was written? 

Are there best practices or lessons learned to be incorporated? 

Was the current contract sized correctly? 

Are there contingencies that should be built into the follow-on contract? 

Was real competition obtained on the current contract or did something in the solicitation inhibit real competition? 

In short, the acquisition team should take a critical look backward before moving forward. Another reason for the critical look backward is that the acquisition team will most likely be different people than were on board when the current contract was planned and awarded. While upward mobility and promotions are great for the individuals, they wreak havoc with the corporate memory in many organizations. It will seldom be appropriate for the follow-on contract to look exactly like the current contract. The follow-on contract should be better than the current contract as a result of lessons learned and acquisition streamlining. Mr. Douglass briefly addressed this issue in a memorandum for distribution of 27 January 1998: 

"As a former contracting officer, I know how easy it is to just mimic prior RFPs. It takes time and work to sift through all the issues and eliminate old and unnecessary RFP clauses and requirements. In fact, just as Dr. Gansler, I have noted a tendency for us to allow RFPs to grow in size and complexity. We can and must see that this does not happen." 

The acquisition team planning for a new services requirement will face different challenges, lacking a current contract to improve upon or baseline for correct contract sizing and strategy. In this situation it is a good idea to use the activity's most recently awarded services contract as a departure point, consult with other programs of similar size and complexity regarding contract sizing and labor mix, and take full advantage of the samples, lessons learned and sage wisdom of experience which is available. 

The magnitude and skill mix of the service contracting requirement must be defined early on. A high degree of realism, judgment and conservatism is required at this point of the acquisition planning. There is some strange fascination with dramatic overstatement of requirements on the extremely popular indefinite quantity contracts: The contract is written for many times a reasonable expectation of the requirement, with a miniscule minimum guarantee. Working with an average fully burdened rate of $35 per hour, the scenario plays out as follows: The real requirement is 100,000 hours, but the contract maximum is written as 1,000,000 hours with a 30,000 hour minimum guarantee. The budget of $3.5 Million supports the real requirement. The budget will cover more than three times the minimum guarantee, but is an order of magnitude short of the contract ceiling. What has been accomplished in this scenario? The Program Manager will boast of having a million-hour contract (and put it on his resume). The Contractor's CFO will boast of having a million-hour contract (and assign it to the bank to secure a huge line of credit). The taxpayer is a big loser in this scenario, because the proposal preparation costs, which will be recovered under General and Administrative expenses, and the proposal evaluation time and costs will be radically increased by the overstated requirement. If the contract is cost reimbursement type, the contractor may staff up in anticipation of a larger requirement and pass these costs on to the Government. This overstatement of requirements may also become the basis of a future claim. In one such case, a prudent contractor staffed up to the contractually stated estimate of the requirement, hiring and moving dozens of employees coast to coast at a cost of millions of dollars to the Navy. When it became obvious that the contractually stated estimate was exaggerated by a factor of five, the staff was reduced and relocated. Upon establishing the true magnitude of the requirement, a meaningful minimum guarantee must be established. It is important to strike a delicate balance between the competing interests of affordability and economy. A higher minimum guarantee will increase industry interest in participating in the competition; the turnover of personnel will be lower due to the anticipation of stable contract utilization; and the quality of contract performance will be enhanced. One contracting office routinely writes contracts with a 50% minimum guarantee after thoroughly wringing out the requirements with the Program Manager and Business Financial Manager. These contracts experience routine utilization of 80% - 100%, providing an environment of stability and predictability in which outstanding quality services are provided to the Navy. This stability and predictability enhances the industry's ability to plan, manage, and make a profit. 

Bundling is an important issue that must be addressed early in the planning cycle. Bundling relates to the consolidation or combination of requirements into one contract. Conversely, unbundling - breaking a requirement into several pieces - may be a strategy worthy of exploration. Bundling has the potential to run contrary to public policy, thus inviting congressional assistance and additional legislation. Public Law 102-366 was enacted 4 September 1992 with the intent of prohibiting bundling which would have negative impact on the small business community, and the FY-1998 Defense Authorization Act requires congressional notification of any decision to bundle depot work. While the GAO has been fairly receptive to acquisition reform initiatives, there is indication that the GAO considers bundling to be an anti-competitive initiative. The GAO ruled against the General Services Administration in one bundling protest, B-265751.2. By the end of this fiscal year, the GAO will rule on a bundling protest against the U.S. Air Force: B-280194. A decision to sustain this latter protest will clearly put acquisition professionals on notice to be more judicious in avoiding bundling. 

In addition to small business and anti-competitive concerns, preservation of the business base may be a significant consideration in avoiding bundling. In one case, a Navy contracting office combined the requirements from a dozen different contracts into one. This strategy was touted as an initiative in efficiency and economy; however, the impact on the local contractor base was devastating, especially to the small business community. 

The Naval Surface Warfare Center (NSWC) reported successful bundling of food service and desk clerk support at Wallops Island. This procurement was set aside for Small Disadvantaged Businesses, generated additional competitive interest, was awarded on a greatest value basis, yielded considerable cost savings, and has resulted in superior contractor performance. The Naval Air Warfare Center Training Systems Division (NAWCTSD) Engineering Support Services Contract Team reported the successful combination of two requirements into a best value small business set aside, which resulted in the award of three contracts under multiple award procedures. The Aegis support services competition team reported successful unbundling of requirements. Their acquisition strategy was to break the existing omnibus support services contract into two components to both increase competition and structure a higher technical contract necessary to support emerging technologies and weapon system concepts. 

Small business has some role in every Navy services acquisition. An important element in the acquisition strategy for each service contract is determination of what role small business will play. (While this guide uses the term "Small Business", the comments and strategies discussed also encompass Small Disadvantaged and Woman-Owned Small Businesses, and Historically Black Colleges, Universities and Minority Institutions.) A review of the size standard threshold by Standard Industrial Classification (SIC) is in order to determine how large a firm can be and still be considered a "small business" for your acquisition. (The SIC for many professional services will be found in Major Group 87, "Engineering, Accounting, Research, Management and Related Services".) For some codes, the threshold is $20 Million per year in sales, which can represent a firm of about 200 employees. 

In addition to being politically correct, setting aside service contracting work for small business is an extremely efficient and effective way to fulfill the requirements. 

Small business strategies include total set asides, partial set asides, and required subcontracting. For a relatively small requirement (consuming no more than half the SIC annual threshold) that does not require a wide variety of technical disciplines, the preference would be a total set aside. To illustrate the converse: If the size standard is $20 Million per year in sales and the acquisition being planned is budgeted at $15 Million per year, the relative size should discourage a small business set aside. 

One strategy for a partial set aside is depicted by SAMPLE 10 in the section of this guide entitled, "Source Selection". In this sample multiple awards are anticipated: one unrestricted, one to small business, and one to a section 8(a) firm. Strategies for requiring small business subcontracting in performance of the contract are provided in "Proposal Preparation Instructions" SAMPLE 7 and "Source Selection" SAMPLE 12. 

Consider the historic record for the requirement: If we are planning a follow on to a contract awarded four years ago as a set aside - and only one technically acceptable proposal was received - the best strategy is most likely a full and open competition. If the contract was awarded to a small business four years ago as a result of a full and open competition, the best strategy is most likely a set aside. If the incumbent contractor has graduated from the small business or 8(a) program and has provided quality services to the Navy, consider conducting the follow on competition in such a manner that the incumbent contractor can participate. 

Contract type is an appropriate topic for discussion in developing the strategy and planning for award of a service contract. Contract type should be viewed as a wide spectrum, a continuum, rather than a binary issue. While types may be viewed as fixed price or cost reimbursement, there are many variations between the extremes that provide sound business approaches to service contracting. FAR Part 16, Types of Contracts, or a contracting textbook should be consulted as a reference if the practitioner is not highly experienced in this area. The preferred type is firm fixed price, but it may be impracticable to draft a statement of work that precisely describes and defines the parameters for performance over the entire contract term. A close variation would be the fixed price menu, which establishes firm fixed prices for each small segment of the statement of work, with the contractor being paid for the number of segments performed. As an example, one aircraft maintenance contract contains a fixed price menu for engine overhaul, propeller overhaul, aircraft inspection, aircraft repainting, aircraft preservation/depreservation, oil analysis and landing gear overhaul. This is an extremely appropriate way to address payment for performance based statements of work that will not be compensated based on the hours worked. The old phrase "piece work" is somewhat descriptive of this approach, with the "piece" being a job, a day, a month, a class, an aircraft, etc. 

Other variations on the fixed price theme include time and materials contracts with fixed fully burdened labor rates and fixed burden rates for cost reimbursable line items; time and materials contracts with fixed fully burdened labor rates which include the travel and other direct costs; time and materials contracts with fixed fully burdened labor rates and cost reimbursable travel, other direct costs, and their burdens; and fixed price level of effort contracts. Cost reimbursable contracts, especially Cost Plus Fixed Fee level of effort, should be avoided as they provide a strong disincentive for cost control, efficiency, and professional management. If 90% of the requirement can be precisely described and defined, make that majority of the contract fixed price, and include a cost reimbursable line item to catch the small portion which is not susceptible to fixed pricing. Segregate the unavoidable portion of the contract that has to be cost type. 

Competitive acquisition should be the only way to place our Navy service contracts, and the best value approach is the only way to conduct these competitions. Best value will not be addressed in detail in this desk guide, because it is being done fairly well and numerous solid references are available. Policy is provided in ASN (RD&A) memo of 22 March 1991, "Best Value Contracting Policy", and helpful hints are available on the Navy Acquisition Reform Office Home Page at www.acq-ref.navy.mil/turbo/13.htm. Best Value involves making the source selection decision based on factors in addition to cost. In contracting for professional services, such factors will most likely include the quality of the key personnel being proposed. This quality is readily measured in terms of education and experience against benchmark labor category descriptions. Under the theory of best value, we are willing to pay a price premium for a proposal that exceeds the benchmark. In service contracting this means key personnel who have additional education and/or experience, for which they earn premium compensation. These key personnel are the cadre that will make contract performance highly successful or cause it to be mediocre. Key personnel will represent less than 20% of the direct labor hours. In excess of 20%, virtually everyone is called "key", the contract is not performance based, and the contract is at risk of violating personal services prohibitions. 

It is not uncommon to pay a substantial price premium to obtain quality services in best value competitive source selections. In one case, a Navy contracting office paid a premium in excess of 40% to select the best value offeror, and successfully defended vigorous GAO protests by lower priced offerors. Stability of personnel is essential to quality performance of service contracts; however, if we paid a price premium to obtain higher qualified key personnel, it is critically important that higher qualified personnel work on our contract. SAMPLE 7, SAMPLE 8, and SAMPLE 9 in the section of this guide entitled "Contract Provisions" provide examples of language to guard against trading down from what was competitively proposed in terms of key personnel qualifications. The language in these samples effectively raises the bar on qualifications from those stated in the labor category descriptions: 

"Proposed substitutions of key personnel shall meet or exceed the qualifications of personnel for whom they are proposed to replace." 

"All proposed substitutes shall have qualifications equal to or higher than the qualifications of the person being replaced." 

"Any proposed substitute must have qualifications equal to or superior to the qualifications of the incumbent." 

The theme is consistent: high quality is important to the customer at source selection and in every day of performance throughout the contract term. 

The strong preference for multiple awards of larger and longer-term service contracts was included in FAR Part 16 as a result of the Federal Acquisition Streamlining Act (FASA): 

"If an indefinite-quantity contract for advisory and assistance services exceeds three years and $10,000,000, including all options, multiple awards shall be made unless-(A) The contracting officer or other official designated by the head of the agency determines in writing, prior to issuance of the solicitation, that the services required under the task order contract are so unique or highly specialized that it is not practicable to award more than one contract. This determination may also be appropriate when the tasks likely to be issued are so integrally related that only a single contractor can reasonably perform the work;
(B) The contracting officer or other official designated by the head of the agency determines in writing, after the evaluation of offers, that only one offeror is capable of providing the services required at the level of quality required; or (C) Only one offer is received." 

Realizing that this strategy represented a new way of doing business, The OFPP issued "Best Practices for Multiple Award Task and Delivery Order Contracting" in July 1997 to assist acquisition professionals with this acquisition reform initiative. Advantages of multiple award contracts were cited by the OFPP as follows: 

"In order for agencies to take continuous advantage of the benefits of competition after contract award, FASA provides that agencies may make multiple awards of task and delivery order contracts for the same or similar supplies or services (and from the same solicitation) to two or more sources. The use of multiple award contracts allows agencies to take continuous advantage of the competitive forces of the commercial marketplace which will result in lower prices, better quality, reduced time from requirements identification to award, and improved contractor performance in satisfying customer requirements." 

In the few years this strategy has been available, there have been more horror stories than success stories. This strategy, touted as an acquisition streamlining initiative, has actually resulted in the expenditure of additional time and significant additional costs in many cases. There is also evidence of abuse of this tool by some Government employees. In some cases, formal source selections are being conducted for each order placement. This is unconscionably expensive and time consuming to both the Government and industry participants. A collateral issue for the "unsuccessful offerors" is how they should recover their bid and proposal costs - their multiple award contract requires them to participate in the order placement competitions, but most such arrangements only compensate the costs of the "successful offeror." Should these contractors (they are holders of multiple award contracts, making them Government contractors) submit claims to recover the cost of each unsuccessful competition for an order? One law firm has issued a client alert regarding costly and rigorous competitions for orders. 

The Naval Air System Command's Computer Based Training Integrated Product Team reported successful use of multiple awards for training of personnel who will perform maintenance on 15 types of aircraft. A Statement of Objectives was utilized in the competitive process to provide the maximum flexibility to offerors. In another application of this strategy, the tactical computers and displays division of the Naval Sea Systems Command reported dissatisfaction with the use of multiple award indefinite delivery indefinite quantity contracts. 

The following guidance is provided for acquisition professionals desiring to pursue a multiple award strategy: 

a. Award no more than three contracts. The stated intent of this strategy is continuing competition. This objective is facilitated in an effective and efficient manner without awarding contracts to every offeror who participates in the original competition. 

b. Use lower ceilings and higher minimum guarantees. Consider an extension of the earlier example in this section regarding correct contract sizing. In the earlier example, the real requirement was 100,000 hours, but the contract maximum was written as 1,000,000 hours. If three contracts were then awarded under a multiple award strategy, Government contracts would be executed for 3,000,000 hours (thirty times the known requirement and budget). 

c. Include a provision to directly reimburse contractors for their bid and proposal costs on orders, and/or include a provision to allow contractors to no bid individual orders. 

d. Make the order placement process as simple and streamlined as possible for both the Government and the contractors. Oral proposals and streamlined procedures are in order. Having conducted a best value competition in the award of multiple contracts, a simple firm fixed price quote for the order is most appropriate. 

e. Include a simple and straightforward approach to order placement, consulting SAMPLE 12, SAMPLE 13, and SAMPLE 14 in the section of this guide entitled "Contract Provisions". 

f. Be mindful that the FAR 16.505 statement, "each awardee shall be provided a fair opportunity to be considered for each order" means that customers may not designate a preferred source. 

The General Services Administration (GSA) has established several Federal Supply Schedules (FSS) for services, which should be considered in developing the acquisition strategy for a services contract. GSA's Information Technology (IT) Professional Services and GSA's Management, Organizational and Business Improvement Services (MOBIS) schedules may be reviewed at: pub.fss.gov/ services. MOBIS includes consulting, facilitation, surveys, training, and support products. The best application of these schedules is to acquire services to address a specific problem through the assistance of a "consultant," obtain fixed term or interim services; or to obtain services quickly when no other vehicle is available. The order placement time in using a FSS should be similar to the time it takes to place a delivery order under an IDIQ contract. 

The GSA has synopsized, competed, considered set asides (large, small, and 8(a) businesses are on the FSS), and determined reasonableness in listing vendors on the FSS. The ordering office is responsible for preparing a performance based statement of work or a statement of objectives (SOO), justifying the selection of the vendor based on best value (three quotes should be requested), evaluating the level of effort and labor mix, and determining that the resulting price is fair and reasonable. 

The General Services Administration lists the following advantages of Federal Supply Schedules, most of which are equally true of IDIQ contract vehicles: 

· Establish BPAs and negotiate even better pricing 

· Commercially Available Services 

· Volume Discount Pricing 

· Selection of Vendors 

· Multiple Award for varying requirements 

· Contractor / Customer direct relationship 

· All applicable laws and regulations have been applied 

· CBD synopsis is not required 

· Competition requirements have been met 

· Prices have been determined fair and reasonable 

· In some instances, the Government credit card can be utilized 

· New services are continually made available 

· Maximum order limitations have been removed 

· Ease of Ordering 

No discussion of service contracting strategy would be complete without a discussion of commercial contracting. FAR Part 12, "Acquisition of Commercial Items", states that agencies shall acquire commercial items when they are available to meet the needs of the agency, and the FAR directly addresses the potential for services to be commercial items. 

Commercial items are used for non-governmental purposes, have evolved from items used for non-governmental purposes, are modifications of items available commercially, or are a combination of items customarily sold to the public. Installation, maintenance, repair, training, and other services in support of commercial items and services sold in the commercial marketplace should be acquired through the streamlined commercial practices of FAR Part 12. Some Contracting Officers are avoiding commercial contracting because they are uncomfortable with the fixed pricing of services. The commercial world does service contracting on a fixed price basis, and Government Contracting Officers should follow the lead of the private sector. This typifies the resistance to change noted in the foreword and introduction of this guide. The author believes that significantly more service contracting should be done as commercial contracting and urges the application of sound business acumen in an initiative to do so. 

Numerous sample statements of work in the following section of this guide were acquired successfully using commercial contracting practices. Contracting Officers fixed priced these SOWs by the job, by the day, by the month, by the class, etc. The following are examples of commercial contracting: SAMPLE 1 PBSC SOW for installation of furniture. SAMPLE 2 PBSC SOW for ship husbanding - laundry service and trash removal. SAMPLE 3 PBSC SOW for maintenance during lease to own. SAMPLE 5 PBSC SOW for stevedoring - ship loading / unloading. SAMPLE 8 PBSC SOW for computer network maintenance. SAMPLE 9 PBSC SOW for developing and teaching course. SAMPLE 12 PBSC SOW for medical care. Other Navy / Marine Corps examples of commercial contracting, which were reviewed but not used as SOW samples in this guide include: maintenance of water cooling systems, laundry services, meals and lodging, and cargo transportation (trucking). 

Commercial contracting practices utilize a highly streamlined solicitation, which is generally only one quarter the size of a standard Government services solicitation. The standard time frames can be compressed, proposals and evaluations are highly streamlined, and commercial pricing is obtained. The utilization of these practices must become more widespread in support of acquisition reform. Increased usage of statements of objectives instead of statements of work should be part of this initiative. 

This section on Planning & Contract Placement concludes with some thoughts on a service contracting acquisition strategy being implemented by the United States Marine Corps. While this strategy is not related to commercial contracting, it has significant value as acquisition reform initiatives. The USMC Direct Reporting Program Manager, Advanced Amphibious Assault (DRPM AAA) recently completed a large competitive services acquisition. The author noted three key points in this metrics-based acquisition which are unique and should be considered - together or separately - by acquisition professionals who are procuring professional services for major programs. 

1. The DRPM AAA applied a high level of professionalism, sophistication and rigor in defining the requirements and planning their contract for professional services. The planning effort commenced very early with active program office participation. Priorities, emerging requirements, historical requirements, and industry capabilities were researched, evaluated and balanced. This was clearly not a "cookie cutter" approach or a copy of the last DRPM AAA services contract. There was clear recognition that the program was advancing toward production - building prototypes and working the engineering and manufacturing development - during the term of this contract, and that different skill mixes would be required in the future than had been utilized in the past. They were successfully anticipating the requirement - five years out! 

2. This is an Indefinite Delivery Indefinite Quantity contract, utilizing firm fixed price, time and materials, and cost plus fixed fee task orders. The sustaining support, consisting of 37 people in 15 different labor categories, will be ordered for each year under a firm fixed price delivery order. Sustaining support provides day to day accomplishment of common and recurring requirements in the various functional areas. Discrete support, consisting of as much as 50,000 hours can be ordered under firm fixed price, time and materials or cost plus fixed fee delivery orders. The program has not been satisfied with the support provided under their last CPFF services contract and will likely avoid the use of CPFF orders on this contract. Discrete support provides as required, critical or unique program needs, which can not be defined in advance. The contract also contains a labor hours surge option of as much as 100,000 hours as a contingency. Other direct costs, travel and per diem are established as separate cost reimbursement line items. The contract provision for issuance of task orders for this contract is illustrated in SAMPLE 15 of the section of this guide entitled "Contract Provisions." 

3. The new DRPM AAA services contract is structured for one year of performance with four option years, which is the optimum strategy for service contracts. Five-year contracts should be avoided, as they lack flexibility and put the Government at severe risk in the event of program redirection or termination. (As an example, a professional services contract supporting a major weapon system was not at risk when the program was terminated, because the services contract was structured as one year with four option years.) The unique aspect of the DRPM AAA approach is a definitive plan to revisit the requirements, and adjusted the contract by mutual agreement if necessary, before the exercise of each option year. Envision this as an ECP on a service contract. The majority of acquisition professionals view a services contract option exercise as binary - you either exercise it or you live without support. Keep in mind there is an opportunity to exercise the changes clause by mutual agreement prior to exercise of each option. This approach to sequential adaptation will serve the AAA program well as it moves toward production. 

The AAA Program Office shares the following thoughts on Metrics-Based Acquisition in the Reform Culture: 

Transitioning from the Program Definition Risk Reduction (PDRR) to Engineering and Manufacturing Development (EMD) phase, the DRPM AAA approached the acquisition of engineering and analytical support services using a metrics-based requirements definition strategy that would easily translate complex requirements into a performance-oriented solicitation. Essential to the effectiveness of the planning was the logical identification of transitional program priorities; essentially, these represented requirements that offered marginal latitude for compromise without incurring significant risk exacerbation. On the other side of the spectrum was the identification of baseline performance parameters; represented by successful, recurring performance on the incumbent contract, as well as with similar engineering-intensive contracts awarded across the Government marketplace during the past two years. These elements of the acquisition strategy provided a set of measurable performance factors, effectively bracketing the "emerging requirements" range, while establishing a baseline of historical cost/performance criteria. 

Emerging requirements were identified as those factors without specific risk or performance impact associations. Critical path milestone events, technology challenges, cost/schedule elements, and similar activities likely to create a need for specific support services were identified across the functional program areas within the DRPM AAA. By analyzing performance rates, extracting quality measures, and considering market dynamics, a resulting set of working assumptions was aligned with the planning inputs. The working time for this process was approximately three weeks, resulting in the definition of an acquisition strategy that could be presented to industry with the objective of validating the base assumptions, while concurrently advertising the contract opportunity. 

The DRPM AAA has enjoyed a long-standing reputation for open communications with industry, illustrated most effectively by its outstanding Internet site. At the conclusion of the user requirements identification phase, this web site opened a section devoted to pending acquisition. In addition to advertising specific goals of the procurement action, relevant information from the recent Interim Systems Review (ISR-1), encompassing the entire scope of technical and business requirements, was posted for downloading. The sources sought advertisement in the Commerce Business Daily (CBD) included hot links to this web site, in addition to a dedicated e-mail for industry firms to correspond with DRPM AAA contracts and technical sponsors. The CBD notice invited firms to provide a capabilities statement, along with their marketing materials, addressing program support requirements. Further, a follow-on period for face-to-face meetings with respondents was identified. 

Guidance provided in the recently revised Federal Acquisition Regulation (FAR) parts 10 and 15, emphasize the necessity for effective market research. The DRPM AAA developed a script that outlined key performance areas, categorized under three principal topics (e.g., corporate/ business, management, and technical). Approximately one hundred sixteen responses were received, representing all aspects of industry. Material was reviewed by the working group and qualified respondents, representing a sixteen percent sample range, were randomly selected for face-to-face meetings. 

Important to the meetings was the use of the script, which provided a range of quantifiable performance/risk elements, that could be plotted accordingly. This approach continued to build upon the use of metrics and provided a quantifiable basis for establishing the final acquisition strategy. This approach further supported the validation of assumptions that formed the basis for the planning framework, providing corroboration of rates/performance, market dynamics impacting risk, and associated support capabilities within each industry segment. Validation of assumptions provided the input for establishing benchmarks, correlated with DRPM AAA mission/technical drivers, while concurrently establishing the threshold for performance. This threshold, effectively, translates into the "standards" for effective performance, while the benchmarks represent logical discriminators of that performance. 

Again, the timeframe to accomplish this was approximately three weeks, although DRPM AAA planning parties agree that the time saved using the process would probably represent several times that duration using conventional methods. In effect, a commitment of nine working weeks had quantified program requirements, provided a basis for the Independent Government Cost Estimate, established inputs for solicitation evaluation criteria, and accomplished conclusive market research through effective industry communications. 

The DRPM AAA metrics-based approach allows the relationship between its requirements and industry capabilities to be defined in both quantitative and qualitative terms. In addition to developing logical predictors of future performance costs and risk, this application allowed for redefinition of labor category qualifications to reflect market dynamics. Qualifying years of experience, areas of specialization, and overall descriptions for engineering and analytical skills were completely revised, resulting in significant improvements to while further achieving an overall reduction in pricing. As a result, the number of labor categories was reduced, allowing industry to develop its pricing models with greater accuracy. Using a performance work statement, revamped labor categories, and reduced evaluation criteria, the DRPM AAA was able to provide industry with draft solicitation materials within twelve weeks of beginning its planning. Requirements were defined under a firm fixed price (FFP) sustaining base, equating to a number of guaranteed labor hours, as well as by undefined time and material (T&M) labor hours to be acquired on an as-needed basis. 

A three-week comment period was provided, culminating in a presolicitation conference that attracted one hundred thirty interested parties. At the conference, DRPM AAA directors provided overviews of their requirements, focusing on the total hours of support required, emerging priorities and key technologies, and critical path events. This planning framework supported the continuing use of performance statements to define requirements, while encouraging potential industry offerors to use broad latitude in developing their solutions. 

An additional two-week comment period followed the conference, resulting minor revisions and clarifications to solicitation sections. . . . . The DRPM AAA is confident that their planning actions will result in three significant accomplishments: Robust industry competition, effective teaming by offerors, and effective pricing of critical technical skills. 
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STATEMENTS OF WORK
There are several key precepts to follow in preparing a statement of work (SOW) for a service contract. The SOW should be clear and brief. It should be written in plain English, free of ambiguity and internal inconsistency. It should be performance based, meaning we should tell the contractor what to do, but not how to do it. Statements of Objectives (SOO) may be utilized to convey the required outcome of contract performance, with the contractor subsequently preparing the SOW from the SOO. 

FBI training materials entitled, "THE STATEMENT OF WORK" provides the following guidance and checklist for drafters of work statements: 

Use the following approaches to help strengthen your task descriptions: 

All work where compliance or performance is binding upon the contractor must be expressed in mandatory language and must be distinguishable from background or general information, which should be kept in the "Background" element of the SOW. So, if the contractor must do something, write, "The contractor shall." (For example: The contractor shall conduct a cost analysis. . .). 

Use "will" to express a declaration or purpose on behalf of the Government. (For example: "The FBI will provide the contractor with. . ."). Remember, the contractor shall; the Government will. 

"May", "should", and "might" are not mandatory words. It is best to avoid them. (Use of "permissive" or "choice"" words is appropriate if you intend to give the contractor flexibility). 

Define and be consistent with terminology. Make sure that you use words and phrases (especially technical ones) in the same way throughout the SOW. 

Pronouns can be ambiguous. It is better to repeat a noun and avoid any misinterpretation. 

Avoid "any", "either" and "and/or." These words imply that the contractor has a choice. Use of "permissive" or "choice" words is appropriate if you intend to give the contractor flexibility. 

Avoid words and phrases which are subject to multiple meanings and broad interpretations. 

Use active voice, not passive. Passive voice promotes ambiguity and leads to needlessly complex sentences. 

Try to use short, descriptive sentences to ensure clarity. 

Avoid using bureaucratic, scientific or complex terms except as necessary. When you must use these terms, define them within the SOW. 

Whenever possible, use simple words and terms in order to avoid ambiguity. 

Stress that any papers, recommendations, etc. which the contractor submits are drafts, not final copies. If you are procuring non-personal services, then discuss the process which FBI will use to review the contractor's work. 

Avoid the appearance of personal services in the way in which the SOW is written by including as much detail or performance requirements as possible. Doing so will underscore that tasks are sufficiently well defined to allow the contractor to perform independently. 

Avoid words such as "support" or "assist", which might imply joint efforts between the Government and its contractor unless the contract's assistance or support roles are subsequently described in a manner which makes it clear that the contractor will perform independently. 

Clearly delineate contractor performance requirements. 

Avoid open-ended SOWs which contain on-going tasks without defining completion. 

Avoid abbreviation unless they are of common usage or are defined at first usage. 

Specify or emphasize performance requirements, "what is needed", versus design approach, "how to". 

CHECKLIST FOR DETERMINING WORK STATEMENT ADEQUACY 

Does the work statement contain only essentials (actual minimum requirements)? Have "nice to have" items been eliminated? 

Has extraneous material been eliminated? (Ask the following questions to judge whether material should be included: Does it tell what the contractor is responsible for? Is it necessary in order for the Government to obtain required results?) 

Is background or other introductory information readily distinguishable from the contract objectives and requirements? 

Is the work statement sufficiently detailed to permit the prospective contractor to estimate costs, to tabulate the labor and other resources needed to accomplish each task or phase of the work? 

Are specific duties and end results set forth in such a way that the contractor will know exactly what is required; that the Government representative who monitors performance and signs acceptance reports can tell whether the contractor has complied? 

Does the statement explain the interrelationship between and how tasks are related to desired results and deliverables? 

Does the statement identify constraints and limitations? 

Does the statement contain standards which will make it possible for all parties to measure performance? 

Is there a time-phased requirement for each activity to be completed or time to be delivered? If elapsed time is used, is it clear whether the time will be counted as calendar days or as work days? 

Have all requirements for data been specified? 

Are proper quantities shown? 

Do any standard specifications or paragraphs apply in whole or in part? Is so, are they properly cited and referenced? 

When it is necessary to reference other documents, is the referenced document properly identified? 

A classical example of not getting the message regarding performance based contracting involves a recent contract for base operations support. Under this contract, the contractor was responsible for cutting the grass. The contract stated that the contractor would cut the grass once a week from April through October using Snapper lawn mowers. 

The contractor did a super job, mowing north - south one week and east - west the next. The mower blades were sharpened regularly, and the grass had the highly manicured appearance of the outfield in a professional major league ballpark. Instead of receiving a Bravo Zulu, the contractor received a cure notice threatening termination for default, because the contractor was using Gravely lawn mowers. By specifying the brand of lawn mower to be used, this contract violated good business sense and public policy. A performance based service contract statement of work (PBSC SOW) would have stated: Mow periodically to maintain grass at a height of 2" to 3" with a uniform appearance. 

Acquisition professionals may find it simpler to prepare a performance based SOW for a new requirement, vice converting an old "how to" SOW for a follow-on requirement. For the new requirement, merely draft a brief document that clearly states the required outcome in measurable terms. Hints for writing a Performance-Based Statement of Work are available on the Navy Acquisition Reform Office Home Page at www.acq-ref.navy.mil/turbo/34.htm. Some acquisition professionals find this to be an easier task when describing other than professional services; however, professional services can readily be described using a PBSC SOW. 

Conversion to a PBSC SOW is necessary for follow-on requirements, but this is likely to invoke an emotional debate. Arguments for not making the conversion will likely include: "We have done it the old way for 20 years. The old way is good enough. We don't have time to make the conversion to PBSC. We can't afford to convert to PBSC. I don't want to take the risks associated with the conversion. Our customers are satisfied with the status quo. Etc. Etc." In the present environment the simple truth is that you can't afford not to make the conversion; it is not difficult; and there is less risk with a PBSC SOW. 

A briefing presented by the Office of the Deputy Under Secretary of Defense (Acquisition Reform) cites the following advantages of Performance Based Service Contracting, any one of which fully justifies making the conversion: 

· Improved Contractor Performance 

· 15% (+) Potential Cost Savings 

· Principles of Innovation and Streamlining 

· Cadre of Dependable Partners 

· Better Understanding of Objectives 

· Greater Problem Solving Creativity 

· Less Controversy 

In FY-1995, 26 contracts with a total value of $585 million were converted from "how to" to PBSC SOWs in an OFPP pilot program. OFPP collected price and customer satisfaction information before and after the conversions. This pilot program can only be described as a resounding success, demonstrating that service contracting must be done on a PBSC basis. As a result of introducing PBSC, the average contract price declined by 15% in nominal dollars. Being able to stretch the budget by 15% plus the inflationary impact is a stand-alone argument for converting to PBSC. Greater savings were realized on non-technical work as opposed to professional and technical services. One janitorial services contract experienced a 47% price reduction! 

The OFPP also found that customer satisfaction ratings increased measurably as a result of converting to PBSC. Customer ratings for quality, quantity, timeliness, cost effectiveness, and overall performance increased somewhat uniformly. 

This is especially remarkable when considering the start-up or learning curve effect and problems that would normally be expected in the first year of performance under a new contracting strategy. Customer satisfaction ratings were the highest where cost reimbursement contracts were converted to fixed price contracts under PBSC. 

The OFPP guide to best practices for PBSC provides the following guidance for preparing the content of a Performance Work Statement (PWS): 

1. Identify only those outputs that are essential and should be part of the performance requirements summary. Express the outputs in clear, concise, commonly used, easily understood, measurable terms. 

2. Do not repeat material in the PWS that is already included in other parts of the contract. 

3. Do not include detailed procedures that dictate how work is to be accomplished. Instead, structure the PWS around the purpose of the work to be performed, i.e. what is to be performed, rather than how to perform it. For example, instead of requiring that the lawn be mowed weekly, or that trees be pruned each Fall, state that the lawn must be maintained between 2-3" or that tree limbs not touch utility wires or buildings. 

4. To the maximum extent practicable, the PWS should be a stand-alone document, with minimum references to regulatory or other guidance. Only mandatory requirements should be referenced. 

The OFPP has established the following checklist for PBSC:

Minimum Mandatory PBSC Requirements 

1. Performance requirements that define the work in measurable, mission-related terms. 

2. Performance standards (i.e., quality, quantity, timeliness) tied to the performance requirements. 

3. A Government quality assurance (QA) plan that describes how the contractor's performance will be measured against the performance standards. 

4. If the acquisition is either critical to agency mission accomplishment or requires relatively large expenditures of funds, positive and negative incentives tied to the Government QA plan measurements. 

Additional PBSC Components 

5. An historic workload analysis is performed, or the workload is estimated if historic data is unavailable, to aid in determining the performance requirements and standards, Government QA plan, and incentives. 

6. The solicitation and contract/task order convey a logical, easily understood flow among performance requirements, performance standards, Government QA, and performance incentives. 

7. Process-oriented requirements (e.g., job descriptions, education requirements, level-of- effort) and reports are eliminated to the maximum feasible extent. 

8. Government QA performance evaluators assigned to assess contractor performance are trained in PBSC. 

9. Commercial and/or industry-wide performance standards, where available, are relied upon. 

10. The marketplace and other stakeholders are provided the opportunity to comment on draft performance requirements and standards, the Government QA plan, and performance incentives. 

11. If the size of the requirement justifies the resource expenditures, potential offerors are given the opportunity to learn more about the "as is" operation to facilitate their ability to develop intelligent proposals. 

12. The contract/task order is fixed price. 

13. The contract/task order is completion type (vs. term type or level-of-effort). 

14. Multi-year contracting authority is used where available. 

15. Experience and lessons learned from predecessor acquisitions are used to convert recurring requirements to PBSC. 

Several of the above points are most worthy of additional emphasis: Number 1 stresses measurable and mission related metrics, number 4 addresses the utility of positive and negative incentives, and number 7 reminds us to eliminate process-oriented requirements. These will be emphasized through a brief discussion of NAVAIR's contract for T-34C and T-44A Maintenance. Additionally, number 8 reminds us of the need for training. 

Training is especially important, because even the best PBSC will quickly become "business as usual", with the loss of all PBSC benefits, if it is administered like "business as usual". A survey conducted by Coopers & Lybrand reported an unexpected outcome of performance based service contracting: "Even though contract direction does not specify 'how to', government people on site insist upon telling the contractor how to perform certain tasks." This clearly signals the need for training and the demonstration of leadership in cultural change. The improper administration of a contract, where Government employees supervise contractor employees, can create a personal services contract, in violation of statute. 

NAVAIR applied PBSC to the maintenance of T-34C and T-44A aircraft when candidate acquisitions were solicited for the OFPP PBSC pilot program. The broad range of required service for these aircraft includes flight servicing, aircraft launch and recovery, component maintenance, engine repairs, modifications, airframe inspections and repairs, painting, material management, logistics, technical and general engineering support, support equipment maintenance, and life support equipment maintenance. 

A PBSC SOW for this requirement could be as simple as: "maintain T-34C and TA4A aircraft safe for flight." While accurately stating the requirement, this description is too simplistic and high in risk. The minimum work statement would read "provide FAA-certified personnel and facilities to perform scheduled and preventative maintenance in accordance with manufacturers' publications, FAA directives, and U.S. Navy maintenance engineering directives over a range of aircraft quantities."

Performance-based service contracting requires contractual requirements to be imposed in measurable terms. This was accomplished contractually as follows: 

· Aircraft are required to be 80% mission capable. 

· The ground abort rate is required to be less than 5%. 

· 100% of flight schedules are required to be met. 

· Turnaround times are limited for aircraft out of service. 

Streamlining approaches were taken in preparing the solicitation and competing the requirement using best value award procedures. A draft RFP was issued which solicited industry inputs. In response to industry's comments, many military specifications and standards were deleted from the SOW. Some were deleted with no replacement, others were replaced with commercial standards like the ISO 9000 series, and mitigating language was applied to the remainder. 

The contractor is held to a standard of performance and is empowered to use best commercial practices and management innovation in performance. SAMPLE 1 and SAMPLE 3 in the following section, entitled "Contract Provisions", establishes this contractually. This provides the baseline for contract administration, changes, VECPs, etc. The contract does not specify how many plane captains, mechanics, or parachute riggers are required to be in a crew or on the job but does set forth the minimum experience and training required for crew members. SAMPLE 1 in the section of this guide entitled "Labor Category Descriptions" details the minimum experience and training required. 

The contract provided both positive and negative incentives based on quantifiable standards. On the positive side, the material management function was turned over to the contractor. Material is obtained on a cost reimbursable basis, and the contractor earns a 15 percent positive incentive for cost avoidance. This "bonus" is calculated by comparing actual material costs with historical material costs adjusted by the appropriate Producer Price Index. See SAMPLE 3 in the following section, entitled "Contract Provisions" for this positive incentive. During the first 2 years of contract performance, the contractor earned a bonus of $1,340,482 under this incentive as a result of material cost avoidance approaching $9 million. 

As an example of a negative incentive, the contract is priced at a ready for training rate of 75 percent. To the extent that this level of performance is not attained, the contract price is reduced proportionately. The ready for training rate and negative incentive are measured and applied on a daily basis at each site. The Contractor attained the required level of performance more than 98 percent of the time in the first year and more than 99 percent of the time in the second year. This resulted in the assessment of a negative incentive of $126,731 in the first 2 years of contract performance. This reduction in contract price is insignificant in relation to the $17 Million firm fixed price for these contract line items. 

See SAMPLE 6 in the following section, entitled "Contract Provisions", for this negative incentive. On this contract, conversion to performance-based contracting resulted in immediate savings of $25 million. Significant additional savings are being realized through the contractual incentives. 

It should be noted that the FAR was modified to add Subpart 37.6, which emphasizes the use of performance based service contracting. The following attachment to OFPP's 22 May 1998 memo regarding PBSC provides points for serious consideration throughout the acquisition community: 

TARGETS OF OPPORTUNITY FOR PERFORMANCE
BASED SERVICE CONTRACTING (PBSC) 

The categories of services on this list are PBSC targets of opportunity with high payoff potential in terms of savings and improved mission support. The list is intended as a guide, and not to be all-inclusive or restrictive. Services not on the list also may be well-suited to PBSC, especially if they are recurring. This list will be updated periodically to incorporate agencies' experiences. 

The following services have been acquired successfully, frequently and historically by agencies using PBSC methods. Fixed price contracts should be the rule when contracting for these services: 

Nontechnical ("blue collar") (e.g.; security, laundry, grounds maintenance, facility maintenance, equipment repair). 

· Operation and maintenance of facilities. 

· Administrative and clerical support (e.g., data entry, court reporting, typing, editing). 

· Computer maintenance. 

· Aircraft maintenance and test range support. 

· Transportation, travel and relocation. 

· Medical. 

The following services have been acquired successfully, but relatively recently, using PBSC methods and PBSC templates have been developed for these services by Government-wide working groups. Thus, fewer examples exist. Fixed price contracts should be the rule when contracting for these services. 

· Telephone call center operations. 

· Training. 

· Software maintenance and support. 

The following services offer significant opportunities for using PBSC methods, but to date experience is limited to pilot projects and/or PBSC templates. 

· Environmental remediation. 

· Software development. 

· Management support. 

· Studies and analyses. 

· Surveys. 

Performance based contracting is becoming the rule, rather than the exception, in Navy contracting. The Cruise Missiles Command and Control Program reported the execution of a number of software development contracts that "don't tell the contractor how to do the work." The Theater Air Defense program reported successful use of performance based contracting on their infrared search and track project. They stated that the Request for Proposals (RFP), "was easier to develop on the Government side, and less time consuming for industry to respond to." 

The abstract of a paper written by Russell A. Vacante, Ph.D. of the Army Management Staff College provides a good summary of this topic: 

Performance based contracting is an essential element of Defense acquisition reform. Prescriptive (how-to) documentation is out, performance based contracting and standards are in. Performance based contracting has helped to streamline the acquisition process, and enhanced contractor-government communication. Performance based contracting has produced results that meet both customer and contractor expectations, despite cutbacks in military spending that has resulted in fewer personnel throughout the defense industry. 

It is practical and preferable to obtain all services through performance based SOWs. The following samples, edited for brevity, will assist acquisition professionals who have not yet mastered this initiative. Samples 1 through 5 are for maintenance type efforts; Samples 6 through 10 are for intermediate level services; and samples 11 through 15 are for professional services. 

SAMPLE 1 PBSC SOW FOR INSTALLATION OF FURNITURE. This is a requirements contract for the assembly, installation, and/or relocation of modular/systems furniture and equipment. The contractor provides all tools and personnel, and removes the remaining debris on a daily basis. Response time is keyed to the size of the job (three working days for a job estimated at less than 16 hours of labor). 

SAMPLE 2 PBSC SOW FOR SHIP HUSBANDING - LAUNDRY SERVICE AND TRASH REMOVAL. Contracts must be in place to provide support services to ships in foreign ports. Providing competitive laundry service from local sources and trash removal are only two necessary ship husbanding services required. All ship's laundry must be returned by the day of departure, and the capability for continuous trash disposal is required. 

SAMPLE 3 PBSC SOW FOR MAINTENANCE DURING THE PERIOD OF LEASE-TO-OWNERSHIP. This contract obtains preventive maintenance and on-call repair services during the equipment lease term. Preventive maintenance is required to keep the machine in good condition. On-call repair service is required within three hours of notification, and a substitute machine is required to be provided if downtime exceeds 72 hours. These are all measurable and performance based criteria. 

SAMPLE 4 PBSC SOW FOR FOREIGN OBJECT DAMAGE (FOD) CONTROL VICE USING MILITARY STANDARDS. This SOW specifically requires an effective FOD control program to minimize the occurrence of foreign object damage, while giving the contractor latitude to install its own procedures. Minimum basic elements are listed for consideration by the contractor. 

SAMPLE 5 PBSC FOR STEVEDORING SERVICES - SHIP LOADING AND UNLOADING. Ship loading and discharging operations are required to be conducted by the Contractor in such a manner that no damage is caused by the contractor. Additionally these operations must be conducted in a way that does not violate the Code of Federal Regulations (CFR) or the International Maritime Organization regulations. 

SAMPLE 6 OFPP MODEL PBSC SOW FOR ADP MAINTENANCE. Most people have experienced a computer problem, which resulted in their need to call a help desk. This is a brief but concise example of performance based hardware preventive and remedial maintenance. See Sample 8 for the practical application of this model. 

SAMPLE 7 OFPP MODEL PBSC SOW FOR LANGUAGE TRAINING. Foreign language instruction provides an opportunity for added focus and sophistication in the performance based statement of work. This example provides for proficiency measurement standards. See Sample 9 for the practical application of a PBSC SOW for the development and teaching of a course. 

SAMPLE 8 PBSC SOW FOR COMPUTER NETWORK MAINTENANCE. Parts, spares, labor, supplies, vehicles, test equipment, tools, etc. are provided by the contractor, who is responsible for the preventive and remedial maintenance of a specific listing of equipment at certain locations. Remedial maintenance starts within four hours after notification, and full operational capability is expected to be restored within eight hours after notification. 

SAMPLE 9 PBSC SOW FOR DEVELOPING AND TEACHING COURSE. The organization mission, course objectives, and student learning objectives are clearly stated in the contract. The contractor is required to provide experienced instructors, training materials, and training equipment to teach the course at Government facilities. Selection of training materials is at the discretion of the contractor, who will be evaluated by Government subject matter experts and student critiques. 

SAMPLE 10 PBSC SOW FOR CHILD CARE. The contractor provides child development programs (extended day care) on a regional basis, using Government and commercial facilities. Compensation is on a per capita basis, with the Government providing a subsidy. Operating standards called out in the contract invoke state and federal law, OPNAVINST, and national association criteria. 

SAMPLE 11 PBSC STATEMENT OF OBJECTIVES (SOW IS PREPARED BY THE CONTRACTOR). A statement of objectives is provided for an analytical study regarding efficiency and cost effectiveness. Five minimum required outputs or deliverables are stated. The contractor must then develop the SOW to determine how the study will be planned, approached, conducted and reported out. 

SAMPLE 12 PBSC SOW FOR MEDICAL CARE. The contract obtains licensed medical practitioners and a staff to provide comprehensive health care services. Performance based requirements of this contract include emergency care 24 hours a day 7 days a week, and a waiting time of less than 45 minutes for non-emergency care. 

SAMPLE 13 PBSC SOW FOR MEDICAL RESEARCH. The contractor provides doctors to perform medical research at Government medical research facilities. The areas in which medical research will be conducted are outlined in this level of effort term contract. 

SAMPLE 14 PBSC SOW FOR LEGAL SUPPORT SERVICES. In contracting for highly professional services, performance based statements of work are the only way to go. In your personal life you would not tell your lawyer - or your dentist, minister, accountant, etc. - how to do their jobs. What to do is outlined, with the "how to" left to the performing professionals. 

SAMPLE 15 PBSC SOW FOR INDEPENDENT ANALYSES SERVICES. Systems integration has become exponentially more complex in the era of super computers and significantly higher performance platforms. This example of performance based tasks encompasses mission capability, production and cost.
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CONTRACT PROVISIONS

Contract provisions, sometimes referred to as contract special provisions or special provisions, are the custom clauses that are unique to each contract or group of contracts. In tailoring the contract to the specific customer and requirement, they provide emphasis, direction, motivation, restrictions, or facilitation. These provisions must be applied with judgment, as they can make or break a PBSC. To illustrate, it would be inappropriate to include contract provisions addressing key personnel or organizational conflicts of interest in a "blue collar" maintenance contract. Conversely, it would be essential to include such provisions in a contract for independent analyses services. As discussed in the planning and contract placement section of this guide under "best value", a sound key personnel provision is mandatory when buying professional services competitively to avoid the potential of bait and switch. 

Contract provisions are not intended to restate, paraphrase or repeat the contents of standard contract clauses. Appropriate standard FAR and DFAR contract clauses should be incorporated by reference in the solicitation and resultant contract. The following streamlined samples are provided to exchange some ideas that your peers have implemented in their services contracts. The responsibility of the contractor under the contract (PBSC) is emphasized in Samples 1 through 3; incentives are provided in Samples 3 through 6; restrictions on personnel substitutions are invoked in Samples 7 through 9; organizational conflicts of interest are addressed in Samples 10 and 11; strategies for order placement under multiple award contracts are contained in Samples 12 through 14, different approaches to pricing are provided in Samples 15 through 18, and a variety of other initiatives are illustrated in Samples 19 through 22. 

SAMPLE 1 PERFORMANCE BASED CONTRACT. In best value source selection, we may elect to pay a price premium to obtain a greater overall value, all factors considered. In performance based service contracting, the contractor communicates how the contract will be performed in their proposal. To preclude future disputes over performance, contract changes, VECPs, etc., it is prudent to establish the contract baseline. This is an alternative to incorporating the contractor's proposal, which provides the requisite flexibility in performance based service contracting. The contractor is allowed flexibility in performance to the extent contract and proposed outcomes are not degraded. 

SAMPLE 2 CONTRACTOR RESPONSIBILITY. This provision emphasizes the performance-based nature of the contract and the contractors responsibility for performance. The contractor provides all labor, facilities and materials required to get the job done. The contractor is solely responsible for the technique that will be used to fulfill the terms of the SOW. This sample is unequivocal that we have hired a company to do a job, and that they will determine how to proceed and supervise their personnel. 

SAMPLE 3 PBSC POSITIVE MATERIAL MANAGEMENT INCENTIVE. This is an example of both contractor responsibility and incentives. In a true performance based approach, this clause emphasizes that the contractor is encouraged to use innovative material management procedures, and timely, cost effective repair procedures to minimize the costs. Sharing cost avoidance with the contractor promotes cost avoidance like no other incentive. By rewarding the contractor with a share of 15 cents on the dollar, the Government saves 85 cents on the dollar, which would otherwise be squandered. Historic data must be available to structure a detailed incentive of this nature. With data availability, this principle could have wide application. 

SAMPLE 4 NEGATIVE INCENTIVE ON LATE PERFORMANCE. When hiring a contractor to transport cargo, timely and dependable performance of the service is essential, especially when operating in the environment of a large international port. This special provision establishes a negative incentive, which applies if tardiness exceeds a one-hour grace period. Both the Federal Acquisition Regulations and the Uniform Commercial Code recognize the appropriateness of reasonable liquidated damages provisions in contracts. In this case timely performance is motivated and the negotiation of equitable adjustments for untimely performance is eliminated. 

SAMPLE 5 INCENTIVE TO PROPERLY MAINTAIN EQUIPMENT AND MAKE TIMELY REPAIRS. In modern business, the strongest motivator is profit. A contractor has the greatest opportunity to maximize profit under a firm fixed price contract, because every dollar saved becomes a dollar of profit. In this sample, the contractor was hired to maintain and repair a machine. If the machine is not operational, the Navy activity is unable to perform its mission. By requiring the contractor to deliver and install a back-up machine when down time exceeds 72 hours, the contractor is motivated to properly maintain the machine and make timely repairs. If this is not accomplished, the contractor provides a back-up machine (directly reducing their profit), which will enable the Navy activity to perform its mission. 

SAMPLE 6 PBSC NEGATIVE AIRCRAFT AVAILABILITY INCENTIVE. This contract provision demonstrates the key principle of defining the minimum performance standards and reducing the contract price if and when they are not met. The contractor is responsible for meeting the minimum performance standards, and the contract was priced accordingly. If the minimum performance standards are not met, the contract price is reduced proportionately to compensate the Government for the minimum performance it did not receive. This is structured as a negative incentive only - there is no bonus for performance above the minimum performance standard, because there is no value to meeting more than 100% of the flight schedules. 

SAMPLE 7 ADDITION OR SUBSTITUTION OF PERSONNEL. In best value service contracting the quality of personnel can be of paramount importance. In some cases, the Government may elect to pay a price premium to obtain a higher quality of personnel - and performance. In this circumstance, the Government would need to be certain of receiving what it paid for - superior quality. A provision of this nature prevents bait and switch scenarios. 

SAMPLE 8 SUBSTITUTION OR ADDITION OF PERSONNEL. This sample is quite similar to Sample 7. Both provisions require advanced written requests for key personnel substitutions and require Contracting Officer approval. Both establish the potential for a downward equitable adjustment or contract termination in the event of noncompliance. 

SAMPLE 9 KEY PERSONNEL. This sample is similar to Sample 7 and Sample 8. The names of the key personnel are listed directly in the clause. There is a provision for contract termination in the event of noncompliance, but there is no provision for a downward equitable adjustment. As with the other similar provisions, care must be taken to ensure that such clauses do not lay the foundation for a personal services contract. 

SAMPLE 10 ORGANIZATIONAL CONFLICT OF INTEREST. Congressional criticism and concern has been expressed in the area of organizational conflicts of interest. Whenever an independent analyses is to be performed, or the requirement involves contracted advisory and assistance services, the contractor must be truly independent and can not disclose information they gain as a result of performing the contract. This invokes a discipline on the contractor similar to that imposed on lawyers and certified public accountants. 

SAMPLE 11 ORGANIZATIONAL CONFLICTS OF INTEREST. This provision contains more detail but is similar to Sample 10. It should be emphasized that such restrictions are generally inappropriate when contracting for other than professional services. Policy at some locations prohibits the contractor from hiring off-duty military or civilian personnel to work on Government contracts. 

SAMPLE 12 PROCEDURES & SELECTION CRITERIA FOR ORDERS. When making multiple awards, a strategy discussed in the "Planning & Contract Placement" portion of this guide, a method must be established for distributing orders. While a simple price quote is best (technical and past performance should have been evaluated in the best value competition), this clause also enables the placement of orders based on factors other than price. It is imperative that such selection criteria be streamlined and inexpensive for the contractor to propose and the Government to evaluate. A quote and selection process that takes more than a week is fatally flawed. 

SAMPLE 13 MULTIPLE AWARD ORDERING SELECTION CRITERIA. This clause provides more detail regarding the content of task order proposals than does Sample 12. It establishes that a fair opportunity will be provided for each contract awardee to participate and that the decision will be based on the period of performance of the order; the experience and availability of contractor personnel; and the total price proposed for the order. 

SAMPLE 14 ORDERING -- MULTIPLE AWARD INFORMATION. This provision provides more flexibility than Sample 12 or Sample 13, while ensuring that each contract awardee is fairly considered. Oral proposals and streamlined procedures are enabled in this provision. Acquisition reform mandates that a time consuming formal competition not be conducted each time an order is placed on contracts that were competitively placed under a multiple award strategy. 

SAMPLE 15 ISSUANCE OF TASK ORDERS. A strategy noted in the section of this guide entitled, "Planning & Contract Placement" involves the establishment of a fixed price portion of the contract for sustaining requirements. Discrete tasks, which are not covered by the sustaining requirements are acquired - as identified - through firm fixed price, time and materials, or cost reimbursement orders. This special contract provision addresses the issuance of task orders under such a strategy. 

SAMPLE 16 PRICE ADJUSTMENTS IN THE OPTION YEARS FOR CHANGES IN WAGE DETERMINATIONS. For contracts subject to DOL wage determinations, (See the discussion of The Service Contract Act of 1965 in the Introduction section of this guide.) an annual price adjustment may be required. In many cases, such contracts poorly address this adjustment, leaving it open to future lengthy negotiations. This special contract provision explicitly states that adjustments will be made to wages, fringe benefits, social security and unemployment taxes, and workers compensation insurance. It specifically excludes general and administrative expense, overhead, and profit from the adjustment. This establishment of an explicit agreement up front will streamline and expedite the adjustment process. Drafters of Service Contract Act covered contracts should include a special provision of this nature. 

SAMPLE 17 COST LIMITATION CEILINGS ON INDIRECT RATES. This special contract provision, applicable to any cost type solicitation and award, enables the offeror to put ceilings on indirect rates. These "caps" are incorporated without the need for discussions / best and final offers and are binding to limit reimbursement in contract performance. 

SAMPLE 18 NOVEL APPROACH TO INDIRECT RATE PRICING. One contracting office was issuing thousands of IDIQ delivery orders per year. Fixed fully burdened labor rates were utilized, but the contractors provided small amounts of material and travel on a cost reimbursement basis. The material and travel were generally subject to a material overhead and/or general and administrative expense. Due to a 10-year backlog in the establishment of final indirect rates, there was a 10-year backlog in closing out delivery orders. As a result of this delay, funds had expired and lapsed before final pricing and close out occurred. 

The Contracting Officer resolved this problem by having offerors propose fixed indirect rates, evaluating them in the competitive source selection, and incorporating them contractually. The solution to this problem was an exercise in acquisition reform, which eased the burden on the contractor, contracting office, contract administration office, paying office and comptroller. Delivery orders are now closed out immediately after their completion, and withholds are released to contractors expeditiously. This approach is applicable to contracts that are not firm fixed price. 

SAMPLE 19 EXPEDITING CONTRACT CLOSEOUT. The resolution of small residual dollar amounts can be relatively high in administrative costs to both the Government and the Contractor. Under this special contract provision, both parties waive entitlement to residual dollar amounts of $500 or less at the time of final contract closeout. This is a good acquisition reform streamlining initiative. 

SAMPLE 20 TURNOVER OF PERSONNEL. This clause expresses a preference for continuity of staffing, with no direct penalty for noncompliance. It was used in the same solicitation as Sample 21, and one could suspect that there would be a direct and positive correlation between continuity of staffing and customer satisfaction. 

SAMPLE 21 CUSTOMER SATISFACTION. A well executed services contract fulfills a requirement in such a manner as to provide customer satisfaction. There should be a mechanism for gathering and recording customer feedback on all contracts for use in future evaluations of past performance. This contract provision requires the contractor to maintain or improve ratings on annual customer satisfaction surveys. In this way, the contractor receives annual feedback during the five-year contract term. 

SAMPLE 22 ELECTRONIC REPORTING. Most contracts require some type of monthly or periodic status reporting. This clause requires the monthly reporting to be done electronically. Where reporting requirements can not be eliminated, electronic reporting is a best practice, which is too seldom practiced. 

LABOR CATEGORY DESCRIPTIONS
Labor category descriptions provide a benchmark regarding knowledge, skill and ability for the performance of a services contract. They typically state the education and experience required of contractor and subcontractor personnel who work in the various labor categories. These standards are used by the offerors in preparing their proposals, by the Government in evaluating the resumes of key personnel during the source selection process, and for contract administration purposes. Since they need to be included in the resultant contract, stating the labor category descriptions in Section L or Section M of the solicitation is inappropriate. Labor category descriptions are typically stated in Section C of the contract, or in a statement of work or other contract attachment. 

Labor category descriptions are generally not required in contracts for non-technical (blue collar) services, in Performance Based Service Contracts, and in services contracts where the basis of payment is other than hours worked (firm fixed price). The detail contained in, and resultant length of, labor category descriptions varies considerably and appears to be governed by several primary factors: 

Cost type contracts tend to have shorter labor category descriptions than time and material or labor hour contracts. Contracting Officers feel that they automatically get what they pay for on cost type contracts, but some need extra assurance as to what they will get on fixed price type contracts. Acquisition professionals who write very few services contracts tend to write detailed and lengthy labor category descriptions, while pros who are constantly engaged in the competition and award cycles rely on less detail. Contracts written for known requirements for specific customers contain more detail, while standby contracts, where the eventual customer is not readily identified, are brief and more general. The level of customer interest and participation in the selection process and contract award tends to increase the level of detail contained in labor category descriptions. This factor is further exacerbated if the program has cost, technical or schedule problems with the system prime contractor and the services contractor will be a "watch dog" for the Navy Program Manager. Performance Based Service Contracts can have shorter and more general labor category descriptions (See SAMPLE 1) because successful contract performance, not the number of hours worked, provides the basis for contractor payment. When the contractor will be paid a fixed hourly rate for the number of hours worked, more detail is reasonably expected in the labor category descriptions. 

In summary, different circumstances will result in different labor category descriptions for a variety of reasons. A "cookbook" approach is more appropriate than a "cookie cutter" approach when it comes to drafting good labor category descriptions. It is highly recommended that each contracting office establish such a cookbook, starting with the samples provided in this section. 

As previously noted in the section of this guide entitled "Planning & Contract Placement": It will seldom be appropriate for the follow-on contract to look exactly like the current contract. The follow-on contract should be better than the current contract as a result of lessons learned and acquisition streamlining.

The following hints are provided to assist acquisition professionals in writing labor category descriptions that measure up to best practices standards: 

a. The labor category descriptions should be placed in Section C or in an attachment that will be part of the resultant contract. 

b. Labor category descriptions should be brief, clear and unambiguous. Avoid being too specific or too general in terms of education and experience. 

c. Avoid specifying "knowledge of . . .". The only way you can test knowledge is to interview, which would be inappropriate. Use the term experience in addition to the education and / or certification requirements to get the skill level you require. 

d. Write in good English, using proper grammar. Use complete sentences, which contain a verb, rather than a string of incomplete phrases. Say that education or experience "is required." 

e. Be very clear in instances where a substitution of additional experience for education is appropriate. Use the word "additional" or otherwise clearly state that the substitution experience can not overlap the other experience required. 

f. It is unnecessary to spell out a number and also put it in brackets, for example six (6) years. 

g. Avoid using optional terms like "should" in the labor category descriptions. Either the education/experience is a necessary requirement or it is not. If it is not a necessary requirement, remain silent on the subject under acquisition reform. 

h. Similar to the hint in (g) above, avoid use of the word "desired" in labor category descriptions. If education or experience is not required, leave it out. 

i. In describing education, call for a bachelor's degree from an accredited college or university. Avoid using the terms "school, four-year school, four-year degree, degree," and similar imprecise phrases. The word accredited is important, as all levels of degrees are available on the Internet for $125! 

j. Avoid substitutions of experience for education in key labor categories and where substitutions do not make good sense. One can not be an engineer without a technical degree. If you specify an engineering category without a technical degree, you will hire a technician. 

k. Experience should be "recent and relevant". Twenty years of experience with propeller driven planes on wooden flight decks will not help resolve F/A-18 E/F flight test problems. One office effectively calls for, "A minimum of four years of experience in the last ten years in the field of . . ." 

l. Labor category descriptions provide a benchmark for credentials required. They are not intended to be job descriptions or contractual taskings. Keep them brief and focused on their intent. 

m. Use caution in establishing positive degree requirements for computer programmers. Many computer programmers, especially mainframe programmers, never earned a bachelor's degree. Community colleges classes and technical training schools have provided a solid career path for computer programmers. 

n. Many logisticians received their training through military service and service schools, rather than through formal education. It is prudent to consider substitution of additional experience for a bachelor's degree for logisticians. 

o. It is not necessary to specify high school diploma or certification of general educational development (GED) in labor category descriptions. If there is no degree requirement, remain silent regarding education in the labor category description. 

p. Do not write labor category descriptions for the most junior people on the contract. When buying professional services, labor category descriptions are not required for clerical employees. 

q. Build appropriate steps into labor category descriptions that will allow for the promotion of personnel from one category to another during the performance of a five-year contract. As an example, if an engineer requires three years of experience and a senior engineer requires six years of experience, there is a promotional opportunity built into the period of performance of the five-year contract. 

Sample 1 provides a comprehensive set of labor category descriptions from a Performance Based Service Contract. Samples 2 through 7 provide multiple examples of different labor categories that are frequently encountered in contracting for professional services. 

SAMPLE 1 PBSC LABOR CATEGORY DESCRIPTIONS. This PBSC for aircraft maintenance sets forth the minimum experience and training required for crewmembers. No educational requirements are imposed; however, training and experience is stated, as deemed necessary due to the potential risk to pilots, flight crews, and the public. The contractor is paid based on successful performance; therefore, these labor category descriptions have no role in invoicing/payment. They are self-policing, as good credentials will lead to successful performance. 

SAMPLE 2 PROGRAM / PROJECT MANAGER. The PM will normally be required to have at least a bachelor's degree and 10 to 15 years of relevant experience. Some samples specify subject areas of the incumbent's degree (engineering, business, etc.) and others require past supervisory experience. The substitution of additional experience for the degree is unusual at this level. 

SAMPLE 3 SENIOR ENGINEERING POSITIONS. These positions will require a bachelor's degree in engineering, or possibly physics/science. In some cases the work is so highly technical that a specific degree is required (electrical engineering, aerospace engineering, mechanical engineering, etc.). Substitution of additional experience for education is not acceptable, because an engineer must have a technical degree. 

SAMPLE 4 ENGINEER AND SCIENTIST POSITIONS. These positions will require a bachelor's degree in engineering, or possibly physics/science/math from an accredited college or university. Similar to the senior engineering positions, a specific degree may be required (electrical engineering, aerospace engineering, computer science, etc.) Make the degree a positive education requirement. 

SAMPLE 5 LOGISTICS POSITIONS. Logistics positions may require a bachelor's degree, an associate's degree, or no degree. It is unusual to restrict the subject area of the degree in this labor category. Total experience of five to ten years is typical, and specialized experience is frequently required. 

SAMPLE 6 COMPUTER PROGRAMMERS. Computer programmer positions may require a bachelor's degree, an associate's degree, or no degree. It is unusual to restrict the subject area of the bachelor's degree to anything but computer science. Specialized experience is frequently required (mainframe, PC, network, etc.), and experience with certain programming languages (COBOL, C, ADA, etc.) is frequently required. 

SAMPLE 7 INFORMATION TECHNOLOGY POSITIONS. These positions will generally require a bachelor's degree in computer science or a related technical field (engineering, math, physics, etc.). Certification may be established as a substitute for, or in lieu of, a degree requirement, as many training opportunities have come available to study for Microsoft Certified Systems Engineer (MCSE) certification. With the rapid advance of the state of the art, experience must be recent and relevant. 

PROPOSAL PREPARATION INSTRUCTIONS
The responsibility of the source selection official in a competitive acquisition is to select the offeror, who will provide the best value to the Government, for contract award. Since there may be a fine distinction between the best proposal and the firm that will provide the best service, the source selection official may frequently be placed in a position of applying experienced judgment in making a difficult decision. Such decision making is facilitated through the highest quality proposal preparation instructions and evaluation factors for award. These two elements of the solicitation will be discussed in this section and the final section of this service contracting guide. 

Section L of the solicitation contains the instructions to offerors. The most important aspect of this section is the proposal preparation instructions we provide to the offerors. Proposal preparation instructions should be brief, clearly written, unambiguous, and request only the information which is essential in making the best value source selection decision. With the possible exception of electronic proposals and oral presentations, the implementation of streamlining initiatives and acquisition reform has been slow in this section of the solicitation. 

The following hints for acquisition reform of proposal preparation instructions will assist acquisition professionals in improving Navy services solicitations: 

a. It is inappropriate to restate law or regulation. The FAR should not be repeated or paraphrased in the proposal preparation instructions. FAR clauses should be incorporated by reference in Section L, as appropriate. 

b. Brevity and clarity are very important in drafting the proposal preparation instructions. Write in plain English, only say it once, and edit it down. 

c. The relative importance of the evaluation factors for award is properly stated in Section M. They are inappropriate in the proposal preparation instructions. 

d. The text of the proposal preparation instructions should not repeat information in the introduction. Redundancy is neither desired nor required. Say it once. 

e. Military specification type paragraph numbering systems (1.1.1, 1.1.2, 1.1.3, 1.2.1, etc) are inappropriate in the proposal preparation instructions. 

f. It is unnecessary to spell out a number and also put it in brackets, for example: three (3). 

g. Do not use the words "offeror" and "contractor" interchangeably in the proposal preparation instructions. Until the contract is awarded, the firm is an offeror on the instant procurement; however, they have past performance experience as a contractor on other earlier awards. 

h. Do not use the words "proposal" and "offer" interchangeably in the proposal preparation instructions. 

i. Avoid using optional terms like "should" in the proposal preparation instructions. The intent of proposal preparation instructions is to get industry proposals which can be evaluated on an "apples to apples" basis. An optional term will likely result in the evaluation of "fruit salad" proposals. 

j. Avoid providing so much detail in the proposal preparation instructions that it effectively results in a leveling of technical proposals. Good offerors know what is important and will cover the salient points in their proposals. 

k. The labor category descriptions are not an appropriate topic to include in the proposal preparation instructions. The labor category descriptions provide a benchmark for contract performance; however, the proposal preparation instructions do not become part of the resultant contract. 

l. Do not let inflexibility govern the oral presentations. Limiting viewgraphs to black and white, dictating the font and type size of slides, and limiting the offeror to only two presenters are examples of unnecessary bureaucracy which is creeping into some proposal preparation instructions. 

m. Only ask for the information that is truly necessary in order to make a best value source selection decision. Requesting superfluous and nice to have information is very costly to the offerors and the Government. Streamlining must begin with the proposal preparation instructions. 

Samples 1 through 4 were used with commercial contracting practices; Samples 5 through 8 were applied in Government contracting; and Samples 9 through 12 address miscellaneous approaches to improving Navy service contracting through acquisition reform. 

SAMPLE 1 INSTRUCTIONS TO OFFERORS - COMMERCIAL. This is a streamlined approach - only one page of instructions. "Each offeror must submit a price offer and submit written information that pertains to its capability and past performance. Offerors who do not provide any additional past performance information will be evaluated on the data already in the Government's files." 

SAMPLE 2 INSTRUCTIONS TO OFFERORS - COMMERCIAL ITEMS. Written proposals are required for pricing, representations and certifications, past performance, organizational experience, key personnel resumes, and an equipment list. An oral presentation will cover the offeror's management plan and resource allocation. Managerial and supervisory employees must attend, and two non-participating observers are invited to attend the oral presentation. 

SAMPLE 3 ORAL PRESENTATIONS. This instruction only covers the oral presentation portion of a competition being conducted under commercial contracting practices. Topics to be covered are understanding, approach and management; partnering plan; and electronic ordering and reporting. "The offeror should have in attendance whomever the offeror believes is necessary to best respond in a manner that reflects that the offeror clearly understands the U.S. Navy's requirement." 

SAMPLE 4 MULTIPLE PHASE INSTRUCTIONS. "Under Phase I, Offeror's resumes, past performance and price will be evaluated to determine which offerors will proceed on to Phase II - Written Material and Oral Presentations." Additionally, a closing date is established for price proposals, and Offerors are "highly encouraged" to submit their resumes and past performance information for evaluation one week before the price proposals are due. 

SAMPLE 5 SUBMISSION OF PROPOSALS - GOVERNMENT. Written proposals are required for cost, past performance/corporate experience and personnel resources; and the oral presentation will cover technical approach and management plan. Prime and sub offeror staff may participate in the oral presentation, and "Offerors are encouraged to have individuals proposed as 'key' to participate in the presentation." 

SAMPLE 6 CONTENT OF PROPOSALS (SERVICES). This instruction requires the submission of electronic proposals for evaluation using MS Word and MS Excel. Alternate formats are acceptable if the appropriate viewer is provided. The "page count" is specified in terms of a word limitation (4,000 words for the management plan), and compliance will be verified electronically. 

SAMPLE 7 GENERAL INSTRUCTIONS FOR PROPOSALS / INSTRUCTIONS FOR TECHNICAL PROPOSALS. The general instructions cover marking, organization of the proposal, page limitations, and number of copies. The instructions for technical proposals contain two noteworthy aspects: Offerors are reminded to read the evaluation criteria and prepare their technical proposal against the evaluation criteria; and the offeror's commitment to small business is addressed. (See SAMPLE 12 in the following section, entitled "Source Selection", for evaluation criteria regarding small business.) 

SAMPLE 8 PREPARATION OF PROPOSALS. Written proposals consist of six parts: model contract, business proposal, subcontracting plan, understanding and approach (30-page limit), past performance (10-page limit), and personnel. An oral presentation was also required in this solicitation. The pricing and RFP Section B were to be submitted in electronic format on 3.5" diskette in addition to the written proposal hard copy. 

SAMPLE 9 PROPOSAL PAGE LIMITATION. It is always prudent to put some type of limitation on the length the proposal. This is an effective acquisition reform approach to emphasize quality over quantity. Page limits can be quite helpful in reducing the offeror's proposal preparation time and costs. The Government's technical evaluation time can be reduced from months to weeks through the effective use of page limitations with no degradation of quality. 

SAMPLE 10 ELECTRONIC PROPOSAL SUBMISSION. With automation and electronic commerce we are encountering unprecedented problems and opportunities to excel. One competitive proposal was infected by a virus, which the Government's anti-virus software failed to detect. Desiring to rely on evaluation of electronic media, while avoiding a virus recurrence, the contracting office successfully utilized this provision in subsequent solicitations that required the submission of proposals on electronic media. 

SAMPLE 11 CONTRACTOR PERFORMANCE DATA SHEET. This form obtains the offeror's information to be used in the evaluation of past performance. Providing such a form is an acquisition reform initiative, because all the requisite information is obtained and it is in a consistent format, thus expediting and facilitating the evaluation. 

SAMPLE 12 PERFORMANCE RISK ASSESSMENT QUESTIONNAIRE. This form is similar to the approach illustrated in Sample 11. However, it additionally contains the survey which the offeror's customers, who are surveyed regarding the offeror's past performance, will be asked to fill out to provide their feedback. 

SOURCE SELECTION
Section M of the solicitation contains the evaluation factors for award. This part of the request for proposals is intended to be a clear communication from the Government to the offerors, stating what is most important to the customer and how the proposals will be evaluated. In practice, this portion of the solicitation has the greatest room for improvement with minimal investment of time and resources. 

Corporate experience and past performance are both good evaluation factors, or subfactors, to use in competitive source selection. Corporate experience is a measure of the extent to which the offeror has recently performed the same or similar work, while past performance is feedback regarding the quality of the offeror's work and the satisfaction of their customers. Experience can not be properly evaluated distinctly separate from quality and customer satisfaction. Since both aspects are important in assessing the probability of future successful performance, it is recommended that they be combined into one factor (or subfactor) for an integrated evaluation. The following example addresses this issue quite comprehensively: 

Past performance and systemic improvement efforts will be evaluated by reviewing data presented by the offeror, data in existing Government data bases, data from cognizant procuring and contract administration offices, data from on-site surveys, and data from other customers of the offeror. Problems found in this data, which have not been addressed by the offeror, will be assumed still to be in existence. 

Evaluation will be based on the extent, depth and quality of recent corporate experience in performing the same or similar work as this solicitation and the offeror's use of systemic improvement. Particular emphasis will be placed on the degree to which the offeror's management can demonstrate a concise relationship between its past performance data and its systemic improvement efforts as well as presenting the systemic improvement management approach to be used during execution of the proposed contract. 

Using past performance as an evaluation factor or subfactor has become a standard practice in the last few years. In PEO(CU) support services competitions, past performance includes reference checks on proposed key personnel. In addition to using the past as a forecast of future success, this practice may help keep key personnel focused on the fact that sustained, quality support to their customers is imperative. 

The following hints for acquisition reform of Section M were gathered from a review of recent services solicitations: 

a. Contract administration is not an appropriate topic to be covered in Section M. Section M is part of the solicitation, but it is not part of the resultant contract. 

b. It is inappropriate to restate law or regulation. The FAR should not be repeated or paraphrased in Section M. FAR clauses should be incorporated by reference, as an example 52.217-5, "Evaluation of Options", and 52.216-27, "Single or Multiple Awards," etc. 

c. Brevity and clarity are of paramount importance in drafting a solid Section M. The evaluation factors for award stated in two pages or less can be excellent, but more than three pages is unsatisfactory. Write in plain English, only say it once, and edit it down. 

d. Section M should not discuss who will participate in the evaluation of competitive proposals. This is not a bilateral issue between the Government and the offerors; it is an internal issue, which can be addressed in a source selection plan or other similar internal document. 

e. Section M should not invoke page limitations on the offerors' proposals. Page limitations are an important part of acquisition reform in the competitive process; however, they are correctly stated in the proposal preparation instructions of Section L. 

f. It is important to make a clear distinction between personnel and key personnel in Section M. It is customary to receive only resumes of key personnel; therefore, it would not be possible to evaluate the education and experience of all personnel. 

g. Extreme care must be taken to ensure that Section M is not internally inconsistent, or inconsistent with other sections of the solicitation. One recent solicitation stated that there were four evaluation factors but only discussed three. When a solicitation is drafted by committee, with each member drafting a different section, it is likely that there will be inconsistencies. 

h. The text of Section M that explains the evaluation factors and subfactors should not repeat the introduction to Section M. Repetition, which is initially redundant and confusing, becomes fatal when an editorial change is not made consistently. 

i. Be brief and unequivocally clear about the relative order of importance of the evaluation factors. Don't get too complex with the relative importance of subfactors. The best practice is to list the factors in descending order of importance, or to say they are of equal importance. Listing the factors without clearly stating that they are in descending order of importance leads to confusion. 

j. The solicitation closing date, time and place are prominently detailed on the Standard Form 33 or Standard Form 1447, and if amended on Standard Form 30. Information regarding the closing of solicitations does not belong in Section M. 

k. Numerical scoring is an obsolete approach to competitive source selection. There is no substitute for the experienced judgment of the source selection official, operating within the constraints of law, regulation, and the solicitation. The Courts and the GAO will not hesitate to adjust numerical scoring, but they generally support professional judgment. 

Samples 1 through 4 were used with commercial contracting practices; Samples 5 through 8 were applied in Government contracting; samples 9 and 10 enable multiple contracts to be awarded; and Samples 11 and 12 depict special applications in Section M. 

SAMPLE 1 COMMERCIAL: LOW COST TECHNICALLY ACCEPTABLE. This is a super-streamlined (one-sentence) evaluation factors for award. Meeting the solicitation requirements at the low price wins. 

SAMPLE 2 COMMERCIAL: PRICE = (TECHNICAL + PAST PERFORMANCE). "Technical capability and past performance, when combined, are equal to price." 

SAMPLE 3 COMMERCIAL: PAST PERFORMANCE = PRICE. "Past performance is approximately equal to price." The evaluators will be looking for "recent past performance under contracts of a similar nature" and "reasonable and cooperative behavior" in selecting the offeror which represents the best value to the Government. 

SAMPLE 4 COMMERCIAL: CAPABILITY (includes past performance) >> PRICE. "Capabilities, including past performance, are significantly more important than price." This is the lengthiest (two pages) and complex commercial contracting practices sample. There are four capability subfactors, listed in descending order of importance. Best value is determined by making a series of paired comparisons. 

SAMPLE 5 GOVERNMENT: PRICE > PAST PERFORMANCE. The evaluation factors, price and past performance, are clearly stated to be listed in descending order of importance. "Past performance is assessed and is assigned a narrative rating in the evaluation." 

SAMPLE 6 GOVERNMENT: CAPABILITY >> COST. "The offeror's capability is substantially more important than cost." Offeror capability has five subfactors, which are clearly listed in descending order of importance. One subfactor is compliance with RFP instructions, which the Government deems "indicative of the kind of behavior that it could expect during contract performance". Past performance includes integrity, customer focus and helpfulness in solving problems. The Government will evaluate reasonableness and realism, adding indirect cost burdens on travel and material. 

SAMPLE 7 GOVERNMENT: TECHNICAL > PAST PERFORMANCE = PRICE. "The technical factor is considerably more important than any of the other two factors. The past performance and price factors are of equal importance." Past performance "will be based on the extent, depth and quality of recent corporate experience in performing the same or similar work . . ." Indirect cost burdens are added to material and travel. 

SAMPLE 8 GOVERNMENT: TECHNICAL = MANAGEMENT = COST. The 3 factors are clearly stated to be of equal importance. Technical subfactors are listed in descending order of importance. Management subfactors are stated to be of equal importance. Cost burdens on travel and other direct costs are evaluated, and cost realism is a subfactor. 

SAMPLE 9 MULTIPLE AWARDS ENABLED. The Government reserved the right to award multiple contracts by incorporating FAR 52.216-27. The oral presentation is stated as a specific technical subfactor. The Service Contract Act is cited and indirect cost burdens are added under the cost evaluation factor. 

SAMPLE 10 MULTIPLE AWARDS DESIRED. The Government stated a desire in Section M to make 3 awards: unrestricted, small business, and 8(a). Uncompensated overtime will be directly addressed by the Contracting Officer in the cost realism evaluation. Unrealistically low hourly rates may result in a reduced score. 

SAMPLE 11 A-76 STUDY: EVALUATION OF PRIVATE SECTOR OFFERS. This private sector solicitation will only result in a contract award if it is determined to be more cost effective to contract out the services, rather than to perform them organically. 

SAMPLE 12 SMALL BUSINESS SUBFACTORS. In many cases, the small business community will be able to successfully perform our Navy services contracts with extremely competitive pricing. Two examples of subfactors are provided, which should be carefully considered for utilization in circumstances where a set-aside is not appropriate. 

SAMPLES
· Statements of Work 

· Contracts Provisions 

· Labor Category Descriptions 

· Proposal Preparation Instruction 

· Source Selection 

