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Table 1-1: Performance Outcomes

Table 4-1: Sections L and M Relationship Example

I INTRODUCTION TO THE ACQUISITION OF SERVICES

The acquisition of services plays a vital role in advancing and maintaining the mission capability
of the Department of Defense (DoD). Services acquisition covers a broad spectrum of
requirements from research and development, advisor services, information technology support,
medical, to maintaining equipment and facilities. For over ten years the DoD has spent more on
service requirements than it has on equipment acquisitions. While the acquisition of major
systems follows a much defined process, the acquisition of services tends to be more ad hoc.
Services acquisition is not about awarding a contract; it's about acquiring performance results
that meet performance requirements needed to successfully execute an organization's mission.

This guidebook provides acquisition teams with a disciplined, seven step process, for the
acquisition of services. Applying this rigorous and systematic approach requires the dedicated
effort of an acquisition team composed of functional experts, contracting specialists, contracting
officer representatives, and others working together to achieve performance results and value
their mission requirements. It's important to remember that the Federal Acquisition Regulation
(FAR) states that the acquisition process is a shared "team responsibility"”. Completing this
process, like all acquisitions, takes allocated planning time. Getting your acquisition team
organized and focused early in the process is a fundamental key to successfully achieving the
mission results your customers require.

1.1 The Services Acquisition Process

When does the process start? It starts with a valid mission requirement for a service essential for
the successful execution of the organization's mission. The process continues through a planning
phase, which develops the foundation for defining your requirement and business strategy, and
ultimately ends with the delivery and assessment of the services provided.

The service could be provided by a new contract you develop; it could be provided by an already
existing contract within your agency (or outside your agency); or could be part of your agency's
strategic sourcing efforts. The services acquisition process requires that you keep an open mind
about where best to source the requirement until you have explored and assessed all the
alternatives and developed a clear picture of the requirement and supporting acquisition strategy.

The services acquisition process has three phases.
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e Planning Phase:
Step One: Form the Team
Step Two: Review Current Strategy
Step Three: Market Research
o Development Phase:
Step Four: Requirements Definition
Step Five: Acquisition Strategy
« Execution Phase:
Step Six: Execute Strategy
Step Seven: Performance Management

Each phase builds on the knowledge gained in the previous phase. Some actions within each
phase can be completed in parallel; others should be completed sequentially to make more
informed decisions based on new knowledge gained. The project plan in Appendix B will help
you tailor a plan for your service acquisition. This guidebook will cover each of the steps in
detail and illustrate how to use the requirements roadmap tool to assist you in developing
performance-based requirements documents.

The process is pictured below in Figure 1-1.

2. Review Current Plan

Requirement + Leadership Support :
* Build the Team Strategy

+ Conduct Historical Anatysis

« Define Stakeholder & Customer needs

Missiﬁn
Results

« Anakze Market
+ |dentify suppliers

L ' 4. Requirements
Definition

* Draft Regquirements Roadmap
* Build the PWS and QASP

i A" o l-lﬂl
7. Performance 5. Acquisiti
quisition
+ Monitor Performance
* Business Strate
* Build & Manage 6. Exacuby Strategy + Acquisition Slmt?gv
Relationship
+ Select Right Contracior

Execute o soni

Figure 1-1: The Services Acquisition Process



The Planning Phase , steps 1, 2, and 3, lays the foundation for action. During the planning
phase, you form the acquisition team and get leadership support for all the actions that must
happen to ensure the mission is supported. Baseline and analyze your current service strategies;
identify problem areas and projected mission changes; and get your stakeholders to define their
key performance outcomes for this requirement. Also analyze the market place to assess current
technology and business practices, competition and small business opportunities, existing and
potential new sources of providing the service, and determine if commercial buying practices can
be adapted.

During the Development Phase , steps 4 and 5, use the requirements roadmap process to define
your High Level Objectives and tasks, standards, allowable variations, and method of inspection.
After completing the roadmap you will then be in the best position to develop a performance
work statement (PWS) and quality assurance surveillance plan (QASP). During this phase you
will also identify your funding sources, develop a government estimate of contract price for the
required service, and get industry feedback on your working documents.

Finally, synthesize an acquisition strategy that leverages contract type and performance
incentives to deliver a best value mission performance to the customer. The basic performance
principle is to tell the contractor what the performance results are, not how to do the job. Let
industry develop the solution.

In the Execution Phase , steps 6 and 7, you put all your planning and development efforts into
action. You create a solicitation document that formally communicates to industry your
requirements and strategy. You receive contractor proposals for how they will meet your
performance results and standards and then evaluate them against criteria selected that will best
determine the success of a potential contractor's approach. After contract award, the business
relationship you have with the service providing contractor should foster innovation and
improvements to mission performance outcomes. This part of the process involves two key
areas: administering contract requirements such as invoicing and payments; and managing the
relationships and expectations of both the contractor and customers in meeting the terms of the
contract and achieving the required mission performance results. You also start the planning
phase for a follow-on acquisition if there is a continuing need for the service being provided.

1.2 What is a Service Requirement?

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

« Maintenance, overhaul, repair, servicing, rehabilitation, salvage, modernization, or
modification of supplies, systems, or equipment
« Routine recurring maintenance of real property



e Housekeeping and base services

e Advisory and assistance services (A&AS)

e Operation of government-owned equipment, facilities, and systems
« Communication services

o Architect-engineering (see FAR part 36.6 )

o Transportation and related services (see FAR part 47 )

e Research and development (see FAR part 35)

The contracting officer is responsible for determining whether the services needed are non-
personal or personal using the definitions found in FAR 37.101 and 37.4 and the guidelines
found in FAR 37.104 . Agencies shall not award personal service contracts unless specifically
authorized by statute to do so.

1.3 Non-Personal Services Requirements

Non-personal service means that 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. Non-personal service
contracts are authorized by the government in accordance with FAR 37.102 , under general
contracting authority, and do not require specific statutory authorization.

1.4 Personal Services Requirements

A personal service is characterized by the employer-employee relationship it creates between the
government and the contractor's personnel. The government is normally required to obtain its
employees by direct hire under competitive appointment or other procedures required by the civil
service laws. Obtaining personal services by contract, rather than by direct hire, circumvents
those laws unless Congress has specifically authorized acquisition of the services by contract as
indicated in FAR 37.104 .

In a personal services contract, the contractor is considered to be, and is treated as, an employee
of the government. In this type of relationship, a government officer or employee directly
supervises and controls the contractor's personnel on a continuing basis. Personal service
contracts require specific authorization.

1.5 Preference for Performance-Based Acquisitions (PBA) for Services

The FAR, in implementing public law 106-398, states that performance based acquisition
methods should be used to the maximum extent practicable. PBA for services involves
performance requirements and acquisition strategies that describe and communicate measurable
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outcomes rather than direct specific performance processes. It is structured around defining a
service requirement in terms of performance resultss and providing contractors the latitude to
determine how to meet those objectives. Simply put, it is a method for acquiring what results are
required and placing the responsibility for how it is accomplished on the contractor.

To be considered performance-based, an acquisition should contain, at a minimum, the following
elements:

o PWS - Describes the requirement in terms of measurable outcomes rather than by means
of prescriptive methods.

o Measurable performance standards -Determines whether performance outcomes have
been met; defines what is considered acceptable performance.

o Incentives / Disincentives - Addresses how to manage performance that does not meet (or
exceed) performance standards. While not mandatory, incentives should be used, where
appropriate, to encourage performance that will exceed performance standards.
Incentives can be both monetary and non-monetary.

e QASP - Describes how the government will assess contractor performance against the
performance standards contained in the PWS.

1.6 Objectives of Performance-Based Acquisition (PBA)

By describing requirements in terms of performance outcomes, agencies can help achieve the
following objectives:

Maximize performance : Allows a contractor to deliver the required service by following its
own best practices. Since the prime focus is on the end result, contractors can adjust their
processes, as appropriate, through the life of the contract without the burden of contract
modifications, provided the delivered service (outcome) remains in accordance with the contract.
The use of incentives further motivates contractors to continue to exceed minimum contract
performance requirements.

Maximize competition and innovation : Encouraging innovation from the supplier base by
using performance requirements maximizes opportunities for competitive alternatives in lieu of
government-directed solutions. Since PBA allows for greater innovation, it has the potential to
attract a broader industry base.

Encourage and promote the use of commercial services : The vast majority of service
requirements are commercial in nature. Use of FAR Part 12 (Acquisition of Commercial ltems)
procedures provides great benefits by minimizing the reporting burden and reducing the use of
government-unique contract clauses and similar requirements, which can help attract a broader
industry base.

Shift in risk : Much of the risk is shifted from the government to industry, since contractors
become responsible for achieving the performance results contained in the PWS through the use



of their own best practices and processes. Agencies should consider this shift in responsibility in
determining the appropriate acquisition incentives and contract type.

Achieve savings : Experience in both government and industry has demonstrated that use of
performance requirements results in cost savings.

1.7 Principles of Performance-Based Acquisition (PBA) for Service Requirements

PBA is not a new procurement strategy. Many procurement activities have never stopped using
PBA techniques. The Department of the Navy, as one example among many, has used PBA
techniques effectively for facilities maintenance services for decades. The Department of the Air
Force and the Army Corps of Engineers has employed PBA techniques in many of their service
acquisitions.

PBA techniques are applicable to a broad range of service requirements. Simply stated, PBA
methods structure a contract around the contractor achieving stated performance results and
standards. The contractor's performance against the required standards must be measurable
through an objective process. This means that the government acquisition team must describe the
required performance results in clearly defined terms with performance standards that can be
effectively measured. This is often the most difficult part of implementing PBA techniques.
Writing a PWS in a way that describes performance results requires us to focus on the
relationship between what needs to be done and how well it must be accomplished, not how it
must be accomplished or how many full-time equivalents (FTEs) are required. When PBA
techniques are not appropriate for use, the decision shall be documented and included in the
contract file.

Let's examine a couple of examples of writing a requirement that focus on achieving a specified
outcome rather than how to perform the function. The Navy decided to outsource its ordering,
inventory management, and delivery of aircraft tires. They could have developed a detailed
specification on how to order, inventory, and deliver aircraft tires. What the Navy did was to
review what performance outcomes the fleet needed to support aircraft operations around the
world. Through this review and analysis they developed the following performance objectives,
performance standards, and acceptable level of deviation depicted in Table 1-1.

Table 1-1: Performance Outcomes Performance Objective

Performance AQL or
Standard Tolerance

\Within 48 Hours  [95% On Time

Performance Objective

Deliver any Navy aircraft tire required
within CONUS

Deliver any Navy aircraft tire required
outside the CONUS

\Within 96 Hours  [95% On Time




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

e $3M per year in supply chain management savings

o Reduction from approximately 1.5 years wholesale inventory to three months

e Reduction from 60 days to 15 days retail inventory at all Continental United States (U.S.)
(CONUS) Naval Air Stations

e Response times reduced to two days in U.S., four days outside CONUS (OCONUS)

e On-time delivery improvement from 81% to 99+%

e Over $49 million net savings to the Navy over life of contract

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

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

No matter where you are in the services acquisition process, it's very easy to get trapped into a
preconceived idea of how a particular function should or must be performed. Like the examples
cited above, you need to keep the focus on what mission outcomes you are trying to achieve, not
how the process must be accomplished. If you can keep a higher view of what you're asking a
contractor to accomplish, you will have far more success in implementing a performance-based
approach for your service requirements.
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Step One Form the Team

The acquisition team should be a customer-focused, multi-functional team that plans and
manages the service requirement throughout its life cycle. We will refer to the multi-functional
team as the acquisition team during this guide. The requirement may be for a single function or
for multiple functions. Estimated dollar value is not the sole determinant of the amount of effort
devoted to the acquisition. Previously, it was common for contracting and other functional
experts to work independently in "functional stove pipes"” when acquiring services. This method
is outdated and costly. Service acquisition requires a team effort. It is essential that all
stakeholders be involved throughout the service acquisition life cycle, from the planning and
development phase through the execution phase. The duties, expertise, and contributions of each
team member are important to the success of any service acquisition. Many functional experts
should make up an acquisition team.

1.1 Ensure Senior Management Involvement and Support

Early in your acquisition efforts you should make sure you've got senior leadership support. It is
important to understand leadership's concerns and expectations for your acquisition. What
priority does this requirement have in their portfolio of service requirements? Your leadership



can help you get the right people on your team and overcome roadblocks when necessary when
they understand your team is committed to the success of their mission.

1.2 Form the Team and Team Charter

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

o Develop a team vision and charter for the acquisition.

o Develop an effective level of dialogue and teamwork.

o Analyze stakeholders and create a communication plan.

« Develop a project plan and the timeline for the acquisition. A project plan provides the
detail of what has to be accomplished and who is responsible to accomplish each task.

Although the composition of the acquisition team may vary depending on the nature of the
requirement, a few key members are essential to the success of any contract. They are as follows:

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

Program Manager/Technical Specialist/Project Manager: The program manager (PM) is the
acquisition team leader and is responsible for ensuring that the acquisition plan is properly
executed and the desired results are achieved. The PM provides coordination and facilitates
communication among the acquisition team members, closely tracks the milestone schedule, and
provides leadership and guidance to overcome and resolve any problems or delays. This
individual is responsible for drafting the PWS, which means ensuring that performance
requirements are clearly and concisely defined and articulated. PMs identify, plan, and control
various areas, such as delivery requirements, scheduling, market research, COR nomination, cost
estimating, budgeting, and specific project formulation. The PM normally participates in the
source selection as well. This individual serves as the principal technical expert, is most familiar




with the requirement, best able to identify potential technical tradeoffs, and whether the
requirement can be met by a commercial solution.

The Contracting Officer: The warranted contracting officer is responsible for performing all
relevant contract functions, to include assisting in requirements development and market
research. Within this context, the contracting officer does not determine the government's need,
but is responsible for advising the PM in preparing a PWS. This individual serves as the
principal business advisor and principal agent for the government responsible for developing the
business strategy, solicitation, conducting the source selection, and administrating the resultant
contract and business arrangement.

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

Small Business Specialist (SBS): The SBS serves as the principal advisor and advocate for small
business engagement. This individual serves as the chief analyst on small business laws,
regulations and command policy. They can provide insight for market research and an
understanding of industry small business capability. He or she may also serve as the liaison with
the Small Business Administration (SBA).

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

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

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

Miscellaneous Others: In addition to individuals mentioned above, personnel from outside the
agency may also be useful, depending on their area of expertise. This includes individuals from




agencies such as the Defense Contract Management Agency, Defense Logistics Agency, the
Defense Contract Audit Agency, and the Environmental Protection Agency, to name a few.

Team Charter and Vision Statement

Developing a team charter is an important step in getting the team focused on the objectives to
be accomplished and to assign key roles and responsibilities. Everyone involved must understand
how they will contribute to achieving the required mission results. The charter starts with the
acquisition team's vision statement. The vision statement should capture the high level objective
of the team's effort and be an objective that unites the team.

Use the project plan (Appendix B) and tailor it for your specific acquisition. This will help you
identify all the actions needed to complete each step of the seven step process. It also enables
you to assign responsibility for specific actions and develop a time line for how long it will take
you to get to performance management. Examples of a team charter and project plan are
available in the Service Acquisition Mall (SAM, Appendix C) (_http://sam.dau.mil ).

1.3 Identify and Analyze Stakeholders, Nurture Consensus

Every acquisition has stakeholders. Your acquisition team should identify who are the key
stakeholders that will be impacted by your acquisition. Stakeholders often fall into three major
categories:

Internal - These are within your organization either as customers for the service being procured
or leaders of activities your effort will be supporting.

Governance These are individuals or organizations that must approve your requirement and
acquisition strategies. They are often at higher headquarter levels outside your immediate
organization. Their involvement is often dictated by agency policy.

External These are stakeholders not directly tied to your acquisition. They can be local
communities, industry, or anyone else who might be affected or have an interest in your actions.

1.4 Develop a Communication Plan

Once you have identified your key stakeholders, how will you communicate with them and keep
them advised of your progress? A communication plan is a good way to target specific
communications to specific stakeholders. Well informed stakeholders can be effective advocates
for your actions. Your communication plan should determine the method and frequency of
communications. The "Comm Plan™ is a living document and should also be adjusted over time
as new stakeholders are discovered and you move through the different phases of the service
acquisition process.
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1.5 Develop and Maintain Knowledge Base over the Project Life

Depending on the size and complexity of your service requirement it can take up to two years
from this point in the process to step seven where you are finally receiving the service. During
this period team members will leave and new ones arrive. It's important for the new team
members to understand the decisions that have been made and the rationale that supported them.
That's why developing a project library that can be easily shared among the acquisition team,
will help new team members get on board quickly and provide everyone with a common
understanding of the project and decisions made.

1.6 Plan and Schedule Topical Team Training

As part of your project plan identify which individuals will need specialized training such as for
the COR or for individuals involved