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BACKGROUND

On 5 Apr 2000, the Under Secretary of Defense (Acquisition, Technology and Logistics) (USD (AT&L) directed all Department of Defense (DoD) departments and agencies to acquire 50% of all services, measured both in actions and dollars, in a performance-based manner by the year 2005.   In addition, all relevant acquisition workforce personnel must attend PBSA training within the next year.  To achieve the mandates established by USD (AT&L), each department and agency is required to develop a PBSA implementation plan to increase the use of PBSA strategies within their organizations.  

Implementation plans are to be submitted through the Deputy Under Secretary of Defense, Acquisition Reform (DUSD (AR)) and must address:

· Effective distribution of guidance and key criteria on PBSA to the widest possible segment of the relevant workforce, i.e., program managers, the requirements community, contract administrators, and any other functional communities.

· Business areas that will be the focus for performance-based acquisition, metrics, and a detailed training plan with milestones.

· Method for collecting agency performance data regarding the use of PBSA. 

GROUNDRULES AND ASSUMPTIONS

I - Universe of services
This implementation plan applies to the following services contract categories/business areas (excluding Research & Development (R&D) and those excluded by Air Force Instruction (AFI) 63-124, Performance-Based Service Contracts, Attachment 2) over $100,000:


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


b. Routine recurring maintenance of real property. 


c. Base operations and support services.


d. Advisory and assistance services (A&AS).


e. Operations of Government-owned equipment, facilities, and systems.


f. Medical services.


g. Other.

As prescribed in Office of Federal Procurement Policy (OFPP) Letter 91-2, dated 9 April 1991 (rescinded 30 Mar 00), A-E services were excluded from PBSA methods.  The Federal Acquisition Regulation (FAR) describes the procedures for acquiring A-E services, which are not compatible with PBSA strategies and methods.  Therefore, A-E services do not apply to this plan. In addition, this plan excludes R&D contracting/acquisition as defined in FAR Part 35, which states:


“The primary purpose of contracted R&D programs is to advance scientific and technical knowledge and apply that knowledge to the extent necessary to achieve agency and national goals.  Unlike contracts for supplies and services, most R&D contracts are directed toward objectives for which the work or methods cannot be precisely described in advance. It is difficult to judge the probability of success or required effort for technical approaches, some of which offer little or no early assurance of full success.”

Based upon the nature of R&D acquisitions as described above, they do not lend themselves to the application of measurable performance objectives and thresholds as required by PBSA.   Because of the absence of precise specifications, the contractor assumes more risk, and therefore, the use of cost-reimbursable contracts is prevalent when acquiring R&D, versus the use of a Firm Fixed-Price contract as preferred under PBSA and required under FAR Part 12 for commercial acquisitions. 

The use of PBSA for A&AS will have unique application under this plan.  Traditional A&AS contracts result in advice, opinion, analysis, consultation, recommendations, and day-to-day support that cannot be precisely defined in a performance-based manner. Contracts for A&AS, acquire expertise and knowledge for a variety of tasks that result in subjective and intangible outputs and do not always lend themselves to the application of measurable performance objectives and thresholds as required by PBSA.  Due to the subjective nature of A&AS, the methods of surveillance (i.e., 100% and/or periodic inspection, random sampling, customer feedback) used by the Air Force today for routine services are not always appropriate. Because many A&AS are similar to R&D in terms of the absence of precise outcomes, utilization of cost-type contracts are appropriate.  In many cases, PBSA is not suitable for all A&AS requirements; however, the use of PBSA methods should be considered and applied to the maximum extent practicable when it is advantageous (value added) to the Government.  For the purposes of reporting A&AS under this plan, limited application of PBSA will be considered and reported as full PBSA implementation.

The final parameter defining the universe of services affected by this implementation plan is the establishment of a $100,000 threshold.  This plan will only apply to services contracts over $100,000, including options (consistent with the simplified acquisition threshold).  However, this does not preclude the workforce from incorporating PBSA into contracts less than or equal to $100,000.  In the past three fiscal years the Air Force actions under $100,000 accounted for only 2.5% - 3% of all services acquired.  Therefore, in order to achieve maximum effectiveness and efficiencies in institutionalizing PBSA, the Air Force will focus its efforts where the most benefits are gained.  The $100,000 threshold will not compromise the Air Force’s ability to achieve 50% performance-based services contracts by the year 2005.     

II - PBSA criteria

In accordance with FAR 37.601 the following define the requirements of a performance-based contract:

- Requirements described in terms of results required rather than to methods of performance of the work

- Use of measurable performance standards (i.e., terms of quality, timeliness, quantity, etc.) and quality assurance surveillance plans

- Procedures for reduction of fee or for reductions to the price of a fixed-price contract when services are not performed or do not meet contract requirements

- Use of performance incentives where appropriate

For the purposes of this plan, Air Force contracts must meet the FAR Part 37 criteria to be categorized as a PBSA.  The Air Force considers all contracts containing FAR Clause 52.246-4, Inspection of Services--Fixed Price or 52.246-5, Inspection of Services--Cost-Reimbursement to meet the criteria establishing a procedure for reduction of price or fee of a contract.  These clauses give the Government the right and provide the flexibility to determine the most appropriate remedy (including fee/price deducts) for non-performance.  Thus, by virtue of the inclusion of FAR 52.246-4 or 52.246-5 in a contract, there is a procedure in place to reduce fee/price where it makes good business sense to do so.  On the other hand, it may be more advantageous to the Government to pursue re-performance rather than monetary deductions, especially in instances where there are time critical, mission-essential requirements.  In these cases, the benefits gained through contractor re-performance far outweigh monetary deducts, and in fact, is the preferred remedy of the customer.   

III - Target communities affected by PBSA in the Air Force

Air Force leadership at all levels within each functional community must institutionalize PBSA methods and philosophy to be successful in achieving 50% PBSA contracts by 2005.  Successful implementation of PBSA requires strong cross-functional coordination.  Within the Air Force, functional communities include but are not limited to: USAF/IL (Installations & Logistics), USAF/XP (Plans & Programs), USAF/DP (Personnel), USAF/SC (Communications & Information), SAF/FM (Financial Management & Comptroller), and SAF/AQ (Acquisition).  In addition Air Force PBSA policy and guidance applies to all major commands (MAJCOMs), Direct Reporting Units (DRUs), Field Operating Agencies (FOAs), and Air Force installations. 

IV - Current USAF PBSA policies, procedures & initiatives

As we endeavor to achieve 50% PBSA contracts by 2005, it is important to note the PBSA environment, as it presently exists within the Air Force.   The Air Force has been aggressively implementing and directing the use of PBSA for the past two years. 

On 1 Apr 99, AFI 63-124, Performance-Based Service Contracts was issued requiring mandatory compliance for all service contracts over $100,000.   AFI 63-124 implements the requirements of FAR 37.6 for performing acquisition planning, describing agency needs, acquiring services, developing performance-based services requirements, and establishing quality assurance.  It applies to all MAJCOM, DRUs, FOAs, and Air Force installations.  The AFI provides flexibility, promotes Acquisition Reform principles, mandates use of performance-based requirements, encourages commercial practices, and promotes a team approach to acquisition life-cycle and business process improvements.   

AFI 63-124 requires all Quality Assurance Personnel to attend PBSA training.  Subsequently, the Air Force developed a Quality Assurance Program Coordinator’s (QAPC) course, which extensively incorporates PBSA into the curriculum.  The course is fully certified by Headquarters Air Education and Training Command (HQ AETC) and was activated on 1 May 00.  The first class offering is scheduled for 15 May 00.  The course is mandatory for all Air Force Quality Assurance Program Coordinators, who will, in turn, provide training to Quality Assurance Personnel in the field.  The heavy emphasis on PBSA in the QAPC course will have enormous benefits by reaching the functional communities since they own and manage the QAP manpower. 

Immediately after the issuance of AFI 63-124, the Air Force began an extensive training program to reach all functional communities, beginning at HQ USAF.  Fourteen different functional communities attended the initial PBSA training conducted from May to Sep 99.  Subsequent training was provided to the Air Staff in Jun 99 during Acquisition and Logistics Reform Week. In Mar 00, SAF/AQCO conducted a train-the-trainer course on PBSA for acquisition personnel at Wright-Patterson AFB OH.  In addition, PBSA training has been integrated into several functional training courses that occur periodically throughout the year.  At the request of several functional offices, SAF/AQC provides an “on call” instructor specifically to conduct a training block on PBSA. 

The MAJCOMs and individual Air Force installations also sponsor PBSA training sessions.  So far in FY 00, HQ Air Mobility Command (AMC) conducted PBSA “roadshow” training to every one of their installations to over 320 contracting specialists and functional QAP.  HQ AETC presented PBSA training to over 700 acquisition professionals at 14 Air Force installations.  Air Force Space Command (AFSPC) also conducted command-wide PBSA training for all AFSPC functional communities. 

To ensure the widest dissemination of Air Force PBSA policy and guidance, AFI 63-124 was posted to the Air Force Contracting web page.  The Air Force Contracting web page also includes a Services Contracting Toolkit with links to other PBSA-related sites such as performance-based Statement of Work templates from various functional communities and OFPP guidance and best practices. In addition to the training activities described above, the Air Force Contracting web page offers an on-line PBSA tutorial, developed by the Air Force Logistics Management Agency (AFLMA). 

Air Force installations throughout the United States and overseas have demonstrated their ability to manage acquisitions in accord with PBSA.  Across the board, the Air Force has realized savings, increased contractor performance and customer satisfaction, and streamlined acquisition cycle times.  Air Force Contracting Squadrons have reported reductions in the number of Statement of Work (SOW) pages as a result of describing their requirements as performance-based.  Competition rates have increased, due to the use of commercial standards to meet customer requirements.  Overall, Air Force PBSA efforts thus far appear to be yielding good results, giving confidence that the pursuit of PBSA over the next five years will be beneficial.

PLAN OF ACTION

The Air Force PBSA Implementation Plan has the following key elements:

· Distribute PBSA guidance to the relevant workforce

· Promote effective PBSA training

· Measure progress toward 50% PBSA contract by 2005
Part I - Distribution of guidance and key criteria on PBSA to the widest possible segment of the relevant workforce.

PBSA is a top priority Air Force leadership requiring strong cross-functional involvement at all levels of command. The Air Force will continue to make PBSA guidance and criteria available on the Air Force Contracting (Action 1 below) web page in order to ensure unlimited access to all functional communities.  Air Force senior functional leadership support will be obtained via AF/CV memo to all MAJCOMs/FOAs/DRUs (Action 3 below).  To reach the contracting community specifically, the Air Force Acting Deputy Assistant Secretary (Contracting) Assistant Secretary (Acquisition) (SAF/AQC) will direct MAJCOM/FOA/DRU  (Contracting) leadership to ensure the use of PBSA for all service contracts to the maximum extent practicable (Action 4 below).  Air Force functional managers will ensure that leadership at all levels of command are given the direction and training necessary to achieve PBSA objectives.

Part II - Develop PBSA outreach program/training plan.

Although the Air Force has several robust PBSA initiatives in place, PBSA continues to remain a work-in-process effort.  Continuous awareness and education are crucial to the success of gaining complete Air Force-wide acceptance of PBSA.  To re-energize PBSA within the functional communities of the Air Force, SAF/AQC will sponsor an Air Force Pentagon PBSA Summit and invite all functional two-letter offices (Action 5 below).  Th purpose of the PBSA Summit is to ensure that all Air Force functional managers take the appropriate action to provide the direction and training necessary to fully implement Air Force PBSA objectives. In addition, PBSA training sessions as part of a Pentagon roadshow/outreach program will be offered (Action 6 below).  During DoD’s Acquisition & Logistics Reform Week, 22 - 26 May 00, SAF/AQC will provide three PBSA training seminars open to all Air Force acquisition personnel in the National Capital Region.   

In addition, to the SAF/AQC summit and training, a web-based PBSA training program on the Air Force Contracting web page will be mandatory for the workforce.  The goal of the PBSA web based training program is to provide, timely, hands-on training in performance-based acquisition to the entire acquisition workforce to include a large, widespread, multi-functional population of both military and civilian personnel.  The web-based training program provides a comprehensive introduction to PBSA and AFI 63-124.  The course offers valuable step-by-step instructions on how to develop key performance-based requirements documents, such as the SOW and the Quality Assurance Surveillance Plan.  The on-line course also offers scenario-based, hands-on training that guides the student through a variety of situations that tests their skills in developing outcome-based requirements.  SAF/AQC will also continue to encourage MAJCOMs/FOAs/DRUs to continue conducting PBSA training programs at their individual installations.

Finally, to complement the Air Force training, a link to the National Association of Purchasing Management and National Contract Management Association PBSA on-line training program has been established by SAF/AQC on the Air Force Contracting web page (Action 1 below).  The strategic blueprint for this detailed PBSA training plan is structured to give the workforce relevant, easily accessible training opportunities.  This approach for training will equip the workforce with the knowledge and skill required ensuring the primary tenets of PBSA are incorporated into every applicable service acquisition. 

Part III - Describe method for collecting PBSA data.

PBSA performance data will be obtained from the Federal Procurement Data System (FPDS) beginning in FY 01. 

IMPLEMENTATION PLAN MILESTONES

ACTIONS







       Date Complete

1. Establish link to NAPM/NCMA and SAF/AQC PBSA on-line, web

    based training (OPR: SAF/AQC)





08 May 00

2. Implementation Plan due to DUSD (AR) (OPR: SAF/AQC)

05 Jun 00

3. AF/CV memo to MAJCOM/CCs (OPR: SAF/AQC)


24 Jul 00


- PBSA guidance and criteria


- 50% by 2005


- Education and training

4. SAF/AQC memo to MAJCOM/LGCs (OPR: SAF/AQCO)

24 Jul 00


- Directing PBSA/AFI 63-124 compliance

- Identifying PBSA Criteria


- Directing annual PBSA training to relevant workforce


- Marketing SAF/AQC PBSA toolkit on AF Contracting web page

5. HAF two-letter summit on PBSA (OPR: SAF/AQC)


Aug 00

6. Functional community outreach/training programs (OPR: SAF/AQC)
Sep 00


- Conduct HAF roadshow to functional three & four letters


- Continue on-call PBSA training 
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