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UNIT 3

PERFORMANCE BASED SERVICE CONTRACTING


Objectives:


a. Discuss the philosophy of Performance Based Service Contracts (PBSC)

b. Identify the application of AFI 63-124, PBSCs

c. Identify key management duties

d. Explain the concept of partnering


3.1 Philosophy of AFI 63-124, Performance-Based Service Contracts
Why change the philosophy of Service Contracting?

When acquiring services in the past, the functional user often developed the requirement and then handed it over to contracting to develop the contract structure.  Contracting then passed it on to Quality Assurance Personnel to develop a surveillance plan.  In most cases, the performance work statement was “task oriented”, outlining each and every step the contractor would be required to accomplish to perform a task.  The government was too restrictive in specifying how service contracts and quality assurance evaluation programs had to be structured.  This approach was inefficient for many reasons, including the following:

· Many of the tasks were unnecessary; 
· The government didn’t always get the desired outcome; 
· The government couldn’t hold a contractor accountable when we didn’t get the results desired; and 
· We couldn’t take advantage of commercial processes.  

AFI 63-124 changed the philosophy and process of how we acquire and manage service contracts.  This change occurred as a result of several factors in addition to those cited below: 
· Instituting acquisition reform principles as required by law; 
· Implementing commercial practices/standards; 
· QA program concerns; 
· Continual cuts in funding; 
· Increased outsourcing of base support, infrastructure, and base services; and
· Varied circumstances surrounding each acquisition.  
While PBSC has always been the goal in acquiring services, certain surveillance methods (i.e. statistical random sampling) and little strategic planning or management involvement led us to task-oriented statements of work.  AFI 63-124 applies acquisition reform tools in a best value environment to help achieve true PBSC. Resource reduction, in terms of personnel and funding, makes PBSC essential. 

History of Quality Assurance

The average military base operates like and has requirements similar to those of a small town.  It provides services to the base, such as police protection, refuse collection, utilities, grocery and restaurant facilities, and custodial and maintenance services.  The services are provided and controlled by in-house manpower or the contracting process.  In today's environment of reduced budgets and manpower, it is vital for the government to contract for as many of these services as is practical and affordable.  The contracting and administration of service contracts has come a long way in the last twenty years.  We’ve gone from the mind-set of limited administration and inspection to the very detailed Quality Assurance program of present.

Early 1970’s… the Air Force based service contract surveillance and administration on a checklist method.  Using this method resulted in service contract inspection procedures that were unorganized and vague.  Actual inspections were usually only performed when:  

· Contractors failed to perform the required service, 

· Contractor employees failed to show up, 

· Contractor employees performed so poorly that the using agency complained repeatedly, or 

· A higher headquarters inspection (IG, MEl, SAV, etc.) was due.  

The extent of the contract administration of many of these earlier service contracts was generally limited to the "complaint or spot check method.”  In these methods, administrators reacted primarily when users complained loudly enough or when they had time to do spot checks; normally, just prior to processing monthly invoices.

Therefore, prior to the more familiarized Contracting Officer’s Technical Representative (COTR) and subsequent QAE programs, service contracts were often referred to as "bottom drawer" contracts.  This label was relatively accurate because many service contracts spent the majority of their lives in the bottom drawer of an inspector's and contract administrator's desk.

Mid 1970’s…  The Air Force recognized there was a growing trend toward the conversion of "blue-suit" operations and services to contracted services. As the Air Force recognized the continuing increase in demand for service contracts, they also recognized the need to develop a comprehensive, equitable, and enforceable quality assurance system.  In the beginning, this system did not use all the terms we use in today's Quality Assurance Evaluation programs; i.e., service contract inspectors were called Contracting Officer’s Technical Representatives (COTR) (early AFR 70-9 but pre-AFR 400-28).

Late 1970’s…  As we evolved into the quality assurance mode of thinking (late l970s), AFR 70-9, Base Level Service Contract Administration, was revised. This revision renamed the individuals performing contract surveillance from COTRs to Quality Assurance Evaluators (QAEs).  AFR 400-28, Base Level Service Contracts, was also published during this time period.  Its purpose was to aid mid-level managers in developing performance work statements and quality assurance surveillance plans. This was the start of the "QAE" era.

The next few steps in the enhancement of the QAE program saw the creation of the Quality Assurance Evaluation Program Coordinator, (who serves as the focal point for quality assurance program issues) located within the contracting office.  Also, a change from the Statement of Work (SOW), which detailed the "how to do it" approach of a requirements statement, to the Performance Work Statement (PWS) concept, which focuses on the final outcome or product.

1990’s…  In November 1994, AFMAN 64-108 replaced AFR 400-28 and AFR 70-9.  AFMAN 64-108 made changes to the way the government accomplished surveillance of the contractor along with other minor changes in the Quality Assurance Program.  AFI 63-504 was added in April 1996 and gave guidance on QAE training and manning.

AFMAN 64-108 and AFI 63-504 were replaced by AFI 63-124 in April 1999.  

The quality assurance program has come a long way.  Learning from our mistakes, we have managed to attain a level of “assurance” that is both reliable and workable, if properly understood by those involved.
What are the major principles in AFI 63-124?

Performance-based service contracting methods are intended to ensure that required performance quality levels are achieved and that total payment is related to the degree that services performed meet contract standards. Performance-based contracts 

· Describe the requirements in terms of results required rather than the methods of performance of the work;

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

· Specify procedures for reductions of fee or for reductions to the price of a fixed-price contract when services are not performed or do not meet contract requirements; and

· Include performance incentives where appropriate

Performance-Based Service Contracting structures an acquisition around “what” is required as opposed to “how” the contractor should do the work.  Specifically, AFI 63-124 incorporates the following acquisition philosophy: 

· Provides flexibility: PBSC allows the acquisition team to use good business judgment in making acquisition decisions and developing acquisition strategy.  It allows the flexibility to do what makes sense.

· Promotes Acquisition Reform Principles: Due to this flexibility, new acquisition reform initiatives can rapidly be implemented into acquisitions.  Interacting with industry, doing market research and being creative and innovative also stimulate the probability of initiating new acquisition reform ideas/principles. 

· Encourages Commercial Practices: PBSC emphasizes the statutory order of precedence for use of commercial standards/practices when available.

· Promotes Business Process Improvements: PBSC allows for developing better business practices (faster, cheaper, better), encourages contracting’s role as the installation business advisor and promotes open communication within the government as well as with industry.
· Promotes Team Approach: FAR Part 1.102-3 and Part 4, Acquisition Team, states,  “Teamwork, unity of purpose and open communication in sharing the vision and achieving the goal is encouraged.”  In concert with the FAR, AFI 63-124 establishes the structure for promoting teamwork and open communication within the government and with industry.  It establishes the requirement for a multi-functional Business Requirements and Advisory Group (BRAG) to manage the acquisition throughout the lifecycle.  All affected stakeholders must now work as a team over the lifetime of the requirement.


· Requires Market Research: Market Research must be conducted for every acquisition.  The foundation of AFI 63-124 is based on market research and procuring services in a manner that is as similar to industry as possible.  First, market research is conducted to determine whether a requirement meets the definition of a commercial item or service. Secondly, the team must determine how the commercial world does business and identify standard commercial practices.

· Emphasizes Performance Based Service Contracting: The primary tenet of Performance Based Service Contracting is to stop outlining “how” to perform a service and instead define the acquisition in terms of the end result.  This is the primary key to success of the entire process; use performance based terminology to define the requirement in the Statement of Work.  

How is this different than what we’ve done in the past?

In the past, we have written many of our contracts by describing the processes the contractor must use to obtain the desired outputs, instead of focusing only on the end results.  The new emphasis is describing our requirements in terms of the end result, not in terms of the process or how to accomplish the requirements.  
By describing our requirements in terms of the outcome desired, then it is up to the contractor to determine the most efficient approach that will allow for use of commercial practices and management innovation.  It is important to note that moving from telling the contractor “how to” do something to purely “performance based” is a continuum. There may be a valid need, under some circumstances, to include some “how to” language in the Statement of Work (SOW).  In some instances, there may be some mandatory interfaces with unique AF systems or processes that drive us to specifying how the contractor interacts with those areas.  However, the goal is to move to as far right on the continuum as possible. 

Oversight vs. Insight
[image: image1.wmf]Applies to the Whole Acquisition Life-Cycle

 

Refine

Wing Business

Strategy

Implement

Performance Management

Techniques

Incorporate Into 

Acquisition Strategies

Strategic 

Sourcing

 /

Market Research

Continuous

Business Process

In the area of quality assurance (QA) we are making a shift from oversight to insight.  Since new service contract requirements will be outcome-based, we can switch our focus to whether the standards (desired end results) are met, versus evaluating if each  individual task is performed.  QA is built into the program from the start and it should focus on verifying the contractor’s quality control (QC) documentation where possible instead of duplicating the contractor’s quality control program.  A major benefit to this approach is that it allows us to reduce quality assurance manning and focus our efforts where we can reap maximum results—a key benefit in this era of continued “rightsizing” and budget cuts. In an effort to achieve our desired results, the following areas should be looked at:

· Contractor’s quality control system 
· Partnering with the contractor
· Contractor’s metrics, or metrics that are developed jointly between the government and contractor may be used to tap into the contractor’s quality control system to give us the “insight” we need to make sure our requirements are being met.


· The focus should be on whether we get the desired results, not how the contractor gets there.

Do not expect that all acquisitions will be able to move down the continuum from oversight to insight at the same rate.  The goal is to go as far to the right as possible based on the specifics of the acquisition.  In some instances we still might need to have a certain level of what we call “oversight”.  This is not necessarily a bad thing as long as it is justified as a valid requirement.

PBSC applies to the acquisition life cycle, making it a continuous business process over the lifetime of the requirement.  Previously, differing organizations worked on new or follow-on acquisitions at various times, based on their areas of expertise.  The calendar of events went something like this:

(1) One group defined the requirement, 
(2) Another group built the solicitation, evaluated proposals, and awarded the contract, and
(3) Lastly, another group managed the contract.
We then tended to let the contract takes its course until a follow-on contract was required.  This approach was inefficient.  Instead, to achieve good acquisition development we must continually look at our current contractor’s performance, our changing environment (government and industry) and adjust our goals, strategies and management techniques.  Throughout the life of the contract and subsequent follow-on contracts, adjustments must be made, performance measures may need to be changed and market research must be continuous in order for the team to stay abreast of the latest issues.
How do we accomplish this continuous business process? 

We accomplish this by concentrating on all aspects of the acquisition life cycle.    There are several key areas that must be addressed during the lifetime of an acquisition.  These include Strategic Sourcing/Market Research, Refining the Wing Business Strategy, Incorporating the Acquisition Life Cycle into the Acquisition Strategy and Implementing Performance Management Techniques.

· Strategic Sourcing/Market Research: Wing management is responsible for accomplishing strategic sourcing; that is, becoming aware of commercial business activities that could reap economies of scale, help manage risk and induce continuous improvement.  AFI 63-124 requires market research be conducted for all acquisitions.  The results of these actions will carry forward into our business and acquisition strategies.   

· Refine Wing Business Strategy: Wing business strategy/goals must continuously be refined based on results of strategic sourcing, market research, mission needs and requirements.  Please see section 3.3, PMC, for further explanation.

· Incorporate Acquisition Life Cycle Into Acquisition Strategies: Acquisition strategies should support wing goals and be tailored to the specific requirement.  For example, the Request for Proposal (RFP) should be tailored to reflect industry practices, format, terms and conditions, warranties, and requirements documents.  One of the biggest challenges in writing the requirements document is reflecting those practices found in the commercial marketplace through market research.
· Implement Performance Management Techniques: AFI 63-124 highlights the shift from oversight to insight.  Under PBSC, instead of the government inspecting quality into every task, we must shift our focus to outcomes and shift the responsibility for quality control to the contractor.  AFI 63-124 also introduces the concept of the centralized performance management offices (CPMOs) where all quality assurance personnel (QAP) work together in a centralized office.


· 


3.2 Application of AFI 63-124
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THE BIG PICTURE


Does AFI 63-124 supercede previous regulatory guidance?

Yes.  AFI 63-124 replaced AFM 64-108, “Service Contracts” and AFI 63-504, “Quality Assurance Evaluator Program”.  Both of these manuals mandated very strict approaches to service contracting and the quality assurance evaluator program and embodied the “oversight” philosophy.  

Under AFI 63-124, the Air Force recognizes that each acquisition is unique and may require a different approach.  AFI 63-124 gives us the leeway to investigate the right approach given the circumstances of a particular acquisition.

When does AFI 63-124 apply?

AFI 63-124 applies to all Air Force service contracts over $100,000 annually, unless specifically exempted in Attachment A2 of AFI 63-124.  It applies to all major commands, direct reporting units, field operating agencies, Air Force Installations and the Air Force Reserves.

What contracts are exempted from the requirements of AFI 63-124?

Services exempted from the requirements of AFI 63-124 include the following: 

· Cable television subscription contracts

· Utility and energy service contracts

· Architect-Engineering service contracts

· Education service agreements

· Contracts solely for equipment leases

· Short duration services which are incidental to supply purchases

· Personal service contracts

· Contracts written exclusively for other agencies

· Non-commercial base recurring service contracts of certain dollar values with standardized or non-standardized SOWs

Does that mean PBSC concepts cannot be applied to those exempted contracts? 

No.  Even if a requirement is exempt, the goal is to follow or apply the principles of this instruction to the maximum extent practicable. 

Who is responsible for coordinating exemptions to AFI 63-124?

The functional director or functional commander prepares and coordinates exemptions to the AFI through both functional and contracting channels.
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3.3 Key Management Duties
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Even though each group presented below has its own specific responsibilities, the decisions and outcomes of each group affect the other. One group cannot work in isolation of the other and be effective in accomplishing the desired outcomes.  Those outcomes include developing the wing business strategy, acquisition strategies and performance management criteria.  

What is the role of the installation commander?
The installation commander interfaces with contractors and functional directors to ensure quality performance standards and mission needs are met. Some of the primary reasons for installation commander involvement are: to combine commercial business opportunities and strategic sourcing initiatives with mission needs and requirements; to establish wing business goals; and develop current, near term and long term strategic business plans.  

What are the responsibilities of the installation commander?

The installation commander is responsible for:
· Providing the resources for multifunctional teams to carry out their duties in planning and managing service contract outcomes

· Establishing and maintaining the installation services quality assurance program



· Chairing the installation Performance Management Council (PMC) 

What is the role of the Performance Management Council?

The Performance Management Council represents the highest decision making body on the installation and includes group commanders, division chiefs, senior staff and the small business specialist.  The installation commander chairs the PMC, when applicable.  The PMC is responsible for making all the wing business decisions.  A Performance Management Council must be established when a contract spans multiple groups or tenant organizations on an installation.  This council need not be a stand-alone organization.  The duties of this council may be conducted in conjunction with other meetings involving the same membership, such as the Financial Working Group or Facilities Management Board.

What are the responsibilities of the PMC?

The primary responsibilities of the PMC include the following:

· Assessing effectiveness of contractor operations in functional areas 

· Addressing budgetary issues

· Verifying the effectiveness of Government contract management  

· Approving agendas for formal Government/contractor partnering programs  
Are there any other issues the PMC addresses?

Service contracting affects more than just the base support area.  Service contracting also affects mission support areas, and therefore is of great concern to our installation commanders as they consider their wing business strategy.  Wing leadership must develop a business strategy based on mission requirements and goals.  Specifically, wing business strategy is establishing current, near-term and long-term goals and objectives to support existing, evolving and future mission needs.  This is accomplished by analyzing internal factors (strengths and weaknesses) and external factors (opportunities and threats) for each functional area and the wing.  Factors for consideration are outsourcing, consolidation of requirements, commercial business practices and incorporating strategic sourcing initiatives.  The PMC would then analyze and integrate all the findings to determine the wing’s business strategy.   

What is the role of the Business Requirements and Advisory Group (BRAG)?

The BRAG is a customer-focused multifunctional team, instituted under the authority of the installation commander, which plans and manages service contracts throughout the life of the requirement.  The contracting squadron commander establishes the BRAG.  A BRAG is required for each requirement developed under AFI 63-124, whether it is for a single function multiple functions.  Leadership within the BRAG will change as the 
work facing the BRAG changes.  For example, since any service contract fulfills some functional commander’s requirement, the technical members of the BRAG would take the lead in defining the requirement.  The CO must meet FAR requirements and thus, will be largely responsible for solicitation development.  Quality Assurance Personnel will be responsible for the QA plan.  We suggest that a milestone schedule is established with the name and/or position of the person responsible for ensuring the BRAG meets the date for that particular milestone.

What are the responsibilities of the BRAG?

Personnel assigned to a BRAG are responsible for the following:

· Business/acquisition strategy development

· Acquisition planning

· Market research

· Requirements and solicitation development

· Source selection

· Contract performance management

· Briefing the contracting squadron commander

· Providing updates to the PMC

· Collection of Past Performance Information

Depending on their area of expertise, each individual assigned to the BRAG is also responsible to: 

· Maintain functional knowledge

· Continue professional education

· Provide functional continuity and stability
You may want to consider using a charter to outline the roles and responsibilities of the BRAG members.  

What is the role and responsibilities of the Contracting Squadron Commander/Chiefs of AF Contracting Offices?

The primary role of the contracting squadron commander (CSC) is serving as the installation business advisor.  In order to perform in this capacity, the contracting squadron commander must develop and maintain a management process to meet customer needs.  This includes interfacing with the installation commanders and functional directors to determine contracting priorities and workload requirements to support customer needs and meet mission requirements. In addition, the contracting squadron commander must interface with functional directors and contractors to ensure the government receives quality performance from our contractors and ensure those mission requirements are being met.  The following are the responsibilities of the CSC, as outlined in AFI 63-124: 


· Update the installation commander twice a year on the health of the installation’s contract service program.  Some of the topics the business advisor may address will include the effectiveness of the quality assurance program, contract cost changes, acquisition planning, strategic sourcing issues and effectiveness of the BRAGs.  The role of the installation business advisor is covered in more detail in the next section.

· Form BRAGs with the needed set of skills, foster the environment needed for them to successfully operate, convey business objectives, monitor progress, and correct/elevate delays or problems not resolvable within the BRAG.

· Assign a full-time Quality Assurance Program Coordinator (QAPC) or equivalent position 
· Ensure a training program for quality assurance personnel on contract responsibilities is executed. 

· Facilitate the use and contribution to the SAF/AQC Contracting Toolkit, FAR Part 37.

CSCs Role as Installation Business Advisor
The Installation Business Advisor is not a separate heading under AFI 63-124 but is listed as a responsibility of the Contracting Squadron Commander.  The importance of the role of the Installation Business Advisor has been recognized at the highest levels of contracting.  Since contracting operates in a continually changing environment and we serve many customers, the need for a business advisor is paramount. Contracting must take the lead in the following areas: interfacing with industry (strategic sourcing/ market research/ partnering), bringing new business approaches to the attention of functional and installation commanders and acting as a sounding board and center of expertise in adapting and executing new tools.
The Installation Business Advisor fulfills this key role by:

· Generating and advocating business options to assist the installation commander and functional commanders in developing business strategies

· Advocating and implementing acquisition reform initiatives

· Conducting business more efficiently to meet customers needs

· Changing the way the government works with contractors/industry to foster teamwork.

What are the responsibilities of the Installation Business Advisor?

Some recommended responsibilities of the Installation business advisor are:

· Advocating and assisting in the performance of strategic sourcing.

· Taking a proactive approach to market research. 

· Venturing out - Helping customers - Extending boundaries.

· Becoming an expert on existing tools; adapting and using new tools.

· Teaming/Partnering with contractors and establishing performance parameters.

· Sharing smart business processes/practices.

What is the role of the Functional Director or Functional Commander (FD/FC)?

AFI 63-124 did not change the main responsibilities of the FD/FC and did not intend to indicate a difference in responsibilities from the Functional Area Chief (FAC) as defined in AFMAN 64-108.  The FAC was a generic term used by the contracting community to indicate the position that had mission responsibility for the requirement.  The level of that position was a squadron commander in the Wing structure or a director at headquarters or AFMC organizations.  FD/FC encompasses both.  


The FD/FC must satisfy mission needs and requirements.  In order to do so, the FD/FC must interface with the contracting squadron to ensure the government receives quality of performance from contractors and mission requirements are met.  The FD/FC also interfaces with the installation commander to ensure mission needs and requirements are integrated into installation business goals and current, near-term and long-term strategic business plans. 

What are the responsibilities of the FD/FC?

The responsibilities of the FD/FC include:

· Assigning competent and capable functional experts to the BRAG who will be available full time as warranted by the procurement cycle

· Developing and delivering the requirements package.  This responsibility falls collectively to the BRAG members and can only be accomplished correctly with the group working together to do market research, develop quality standards and write clear performance-based requirements.
· Assigning primary and alternate QA personnel as required.  (QA personnel must be appointed in writing and a copy of this written appointment must be forwarded to the Contracting Officer.  In addition, QA personnel must be appointed and trained prior to assuming QA responsibility)

· Preparing and coordinating requests for exemption from AFI 63-124.

What are the roles and responsibilities of the Contracting Officer?

The primary role of the contracting officer is to safeguard the interests of the United States in contractual relationships.  Only the contracting officer is authorized to bind the Government and then, only to the extent of the authority delegated to them through the issuance of a warrant.
  Contracting officers are charged with ensuring that contractors receive impartial, fair and equitable treatment.

Contracting officers are also responsible for providing contracting policy and guidance after considering the advice of specialists in audit, law, engineering, finance, small business and other fields as appropriate.  The contracting officer ensures that all requirements of law, executive orders, regulations and other applicable procedures including clearances and approvals have been met for a particular acquisition.


The responsibilities of the Contracting Officer include:

· Delegating authority for inspection and/or acceptance in accordance with terms of the contract; and

· Informing the contractor of the names, duties and limitations of authority for all quality assurance personnel assigned to the contract. 

What are the roles and responsibilities of Quality Assurance Personnel?
Quality Assurance Personnel (QAP) is a term that was developed to encompass both Quality Assurance Evaluators (QAEs) and Quality Assurance Specialists (QASs).  The determination of whether QAEs or QASs will be used to surveil a particular contract is based upon the requirement and personnel resources needed and available to do quality assurance.  For the purposes of this course, QAP will be used to indicate both.

Quality Assurance Personnel ensure that quality assurance requirements are applied on contracts per FAR Parts 12 and 46 and DFAR Part 246.  They provide quality assurance guidance and ensure contract quality requirements, provisions, standards and thresholds are defined, practical, enforceable, necessary and verifiable.


Quality Assurance Personnel (QAP) are assigned from various functional areas.  A primary and alternate QAP should be assigned unless another QA organization or method is used to satisfy surveillance requirements (Centralized Performance Management Office/Quality Assurance office).  QAP duties take precedence over all other duties.  QAP must be appointed and trained prior to assuming QA responsibilities.  They are responsible for:

· Evaluating and documenting a contractor’s performance in accordance with the Quality Assurance Surveillance Plan (QASP).

· Notifying the Contracting Officer of any significant performance deficiencies.  

· Maintaining surveillance documentation

· Recommending improvements to the QASP and SOW throughout the life of the contract.

· Participating as a member of the BRAG.  This will contribute to the primary areas of developing quality requirements and evaluating contractor’s proposed approaches.

What is a Centralized Performance Management Office (CPMO) and who has the authority to form a CPMO?

The installation commander has the authority to form a Centralized Performance Management Office (centralized quality assurance office), instead of using QAPs from the functional area to perform surveillance of contractor performance.  This office handles all service contract quality assurance issues for the installation whether it is for a large base operating support requirement or a single function.  The office has performance management responsibilities.  This office is still required to have a Quality Assurance Program Coordinator and follow the Quality Assurance 
Surveillance Plan.  CPMO Members will:

· Conduct inspections as required, 
· Receive customer complaints whether by phone, fax or e-mail, and 
· Review contractor-developed metrics.
The office remedies unacceptable services by contacting the contractor to resolve the complaint and performs follow-up.  The office may also review contractor-supplied metrics for input into the BRAG.  One of the benefits of a full time performance management center is manpower efficiency in managing performance over multiple contracts.  This includes reviewing metrics, proficiency in many monitoring techniques, and improved and consistent documentation.  Quality assurance personnel are no longer pulled away to perform other duties (whether through exercises or functional demands). The installation develops an experienced team for managing contractor performance and BRAG input, and presents a consistent face to industry.  

What are the roles and responsibilities of the Quality Assurance Program Coordinator (QAPC)?

The Quality Assurance Program Coordinator is a coordinator for the FD/FC and is responsible for providing training to quality assurance personnel and the FD/FC.  The QAPC will be discussed further in Chapter 10.

3.4 Partnering

What is partnering?  

Partnering is an attitude, which defines a relationship of teamwork, cooperation and good faith performance to meet mission objectives.  Government and industry must work together, communicate their expectations, agree on common goals and methods of performance and identify problems early on.  Partnering promotes a team-based approach to issue identification and problem resolution, which is focused on the ultimate goal of how to most effectively accomplish the wing’s mission.

Partnering is the creation of a government-contractor relationship that promotes achievement of mutually beneficial goals.  It involves an agreement in principle to share the risks involved in completing a project and to establish and promote a nurturing partnership environment.  Partnering is not a contractual agreement, nor does it create any legally enforceable rights or duties.  Rather, partnering seeks to create a new cooperative attitude in completing government contracts.  To create the attitude, each partner must seek to understand the goals, objectives and needs of the other—their “win” situation—and seek ways that these objectives can overlap.

What are the benefits of partnering?

The benefits of a partnering relationship include:

· Establishing mutual goals and objectives.    The “us versus them” mentality that has been around in the government for years is outmoded and seldom leads to the best possible mission support.  Looking for common ground in mutual goals and objectives to achieve the mission is the key.



· Building trust and encouraging open communications.  At the beginning of contract performance, the government and contractor team must establish communication to promote openness, trust and efficient contract administration.

· Enabling parties to anticipate and resolve problems.  Increased communication on various aspects of the mission eliminates the sudden surprises that sometimes occur with changes to the contract.  Better planning can occur to anticipate potential changes in contract scope, which ultimately reduces the cost of contract modifications.

· Reducing the time and cost of contract performance.  By establishing open communication as the guiding principle, issues are brought to the forefront more often.  This eliminates the need for costly contract modifications that are associated with an unanticipated increase in requirements over time.
· Avoiding disputes through informal conflict management procedures.  Mutual understanding of the desired performance up-front should reduce or even eliminate disputes.
· Avoiding litigation through the use of Alternative Dispute Resolution (ADR).  There are many different types of ADR, including arbitration, mediation, fact-finding and summary trials.  While it is not necessary to go into the differences among these various forms of ADR, what is important to understand is that when it works well, ADR offers a quick, efficient resolution to a dispute.

Roles in partnering
Contractor - 
Under PBSC, the contractor assumes the principal quality assurance role.  PBSC increases the use of contractor self-governance in lieu of government oversight processes.  It is incumbent upon the contractor to propose ways to accomplish the mission more effectively and efficiently from both a cost and performance standpoint.  

Government - 

The government’s role is not one of oversight, but insight through the use of contractor-generated quality control metrics.  The government evaluates contractor performance and shares this information with the contractor for use, not only in future government source selections, but also as a vehicle for contractor self-improvement.  The contractor should have ample opportunity to comment on the government evaluation before it is finalized.  

What are some issues surrounding partnering agreements?

While partnering is certainly the appropriate approach for many acquisitions, it is not mandatory, nor is it suitable for every difficult situation.  Partnering is a two-way street that is successful only with the total commitment of both parties.  A partnering agreement does not constitute a waiver of either party’s contractual rights and obligations, nor can an agreement be inconsistent with any acquisition related statute or regulation or be contrary to the government's business interests.

Partnering may be informal or formal; informal partnering agreements are preferred.  In a formal partnering agreement, a written agreement is signed by both parties and is appropriate for use in requirements where there historically have been problems and/or there are complexities or uncertainties that would make a written agreement desirable.  Formal partnering agreements must be approved by the PMC.

The following is one example of how partnering language may be used in your Statement of Work under the heading of “General Information.”

PARTNERING AGREEMENT.  The contracting officer may require a partnering agreement between the government and the contractor to ensure joint cooperation and a sound partnership of all parties involved in the execution of this contract.  Partnering is the creation of a government-contractor relationship that promotes achievement of mutually beneficial goals.  It involves an agreement in principle to share the risks involved in completing the project and to establish and promote a nurturing partnership environment.  Representatives from each organization are encouraged to participate in developing the partnering agreement.  Suggested representation is the civil engineer manager, the government inspector, the government contract administrator, the contractor’s manager and the contractor’s quality control person.  All costs for the partnership agreement should be shared equally between the government and contractor.  This group is responsible for developing a formal partnering agreement that should be signed by all parties involved.  The agreement should contain as a minimum: specific goals to be reached and a list of objectives to reach the goals, a set of metrics to evaluate the objectives, a frequency 
for meetings to review the metrics, and a statement of cooperation to execute the terms of the agreement.  (NOTE:  INSTALLATIONS MAY WANT TO REQUIRE AN INDEPENDENT MEDIATOR.)
In summary, engage in joint problem solving with your contract partner and contracting officer.  Develop a positive attitude, avoid blame, avoid surprises, seek mutual accountability for problem resolution and embrace change.  Bottom line: working together with our contract partners will reduce costs and improve contract performance.

Where can I obtain additional information on partnering?

One such resource is the Business Solutions Exchange.  The Internet address is: http://www.bsx.org. Another resource is the SAF/AQC Contracting Toolkit Part 37 found on the SAF/AQC homepage.  That address is http://www.safaq.af.mil/contracting.
A third resource is “Partnering for Success - A Blueprint for Promoting Government-Industry Communication and Teamwork,” a publication by the U.S. Army Material Command/AMCCC, Alexandria VA.  The phone number is (703) 617-8031 or FAX (703) 617-5680.  

Unit 3

Review Questions
INSTRUCTIONS FOR QUESTIONS 1 through 14:  Determine the correct answer by matching the letter in column two with the question in column one.  The letter response can be used once, more than once, or not at all.

COLUMN ONE




COLUMN TWO


1.____Assigns functional experts to the BRAG


2.____Updates the Installation Performance Management Council

3.____Assigns a quality assurance program
4. ____Provides Functional Directors/Functional Commanders training

5. ____Prepares and coordinates exemptions to AFI 63-124

6. ____Responsible for the development and delivery of a requirements package
7. ____Chairs the Installation’s Performance Management Council

8. ____Forms BRAGS

9. ____Informs the contractor of the names, duties, and limitations of QAP assigned to the contract

10. ____Evaluates and documents the contractors’ performance

11. ____Establishes and maintains the installation Quality Assurance program

12. ____Verifies effectiveness of government contract management

13. ____Assigns primary and alternate QAP

14. ____Maintains surveillance documentation
B.


A. Installation commander

B. Performance Management Council
C. BRAG
D. Contracting Squadron Commander

E. Functional Director/Commander

F. QA Personnel

G. Contracting Officer

H. Quality Assurance Program Coordinator






















15. Performance based service contracting structures an acquisition around



 is required as opposed to 



the contractor should do the work.

16.  When would it be appropriate to include how to language in a SOW?

17.  How does AFI 63-124 promote a team approach?

18.  What are the key areas that must be addressed during the lifetime of an acquisition?

19.  What is partnering?

20.  What are some of the benefits of a partnering relationship?
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Applies to the Whole Acquisition Life-Cycle 
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Acquisition Life-Cycle:  A continuous business process were functionals, contracting and industry need to work together.

Strategic Sourcing / Market Research. Wing management needs to accomplish strategic sourcing:  become of aware of commercial business activities that could gain us economies of scale, manage risks and induce continuous improvement.  Also, Market research must be conducted for all acquisitions, first to determine if the requirement meets the definition of a commercial item or service, and second to identify customary commercial practices for that industry specifically relating to how acquisitions are conducted, type of information requested with proposals, terms and conditions, contract format, etc.

Refine Wing Business Strategy  Wing business strategy/goals must be refined based on results of strategic sourcing and market research. 

Incorporate Into Acquisition Strategies  Acquisition strategy should support wings goals and be tailored to the specific requirement. (i.e. whether it can be acquired under Part 12, PBSC, etc.)  For example, tailor RFP to reflect industry practices, format, terms and conditions, warranties, requirements document etc.  This is one of the biggest challenges in modifying the requirements document.

Implement Performance Management Techniques  AFI 63-124 highlights the shift from oversight to insight where instead of the government inspecting every process we need to focus on outcomes and where possible rely on the contractors quality control program.  This instruction also introduces the concept of centralized performance management offices where all quality assurance personnel (QAEs and QASs) would work in a centralized office. Defined performance management techniques are again developed based on the specifics of that acquisition and can be modified as the program matures.

Continuous Business Process.   Acquisition Management can no longer be a once every five years undertaking.  It needs to be a continuous process with involvement with all parties throughout the life of the requirement.  Throughout the contract and subsequent follow-on contracts adjustments must be made, performance measures may need changes and market research needs to be continuous in order for the team to stay abreast of the latest issues.
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This schematic is to provide you with an overall picture of how all of the groups, introduced in AFI 63-124, interact with each other.  Even though each group has their own specific responsibilities the decisions and outcomes of each group affect the other.

The Installation Commander has to interface with contractors and his functional directors to ensure we are getting the quality of performance we need out of our contractors and mission needs are being met.

Plus, The Installation Commander has to understand commercial business activities (strategic sourcing) communication with his functional directors concerning their needs and requirements (business planning) to establish wing business goals and develop current, near term and long term strategic business plans. 

The Contracting Squadron Commander or the Contracting Director of Business Operations is responsible in promoting open communication channels with industry, assisting the installation commander in strategic sourcing, ensuring BRAGs are established, market research is accomplished, meeting with functional directors (customers) to understand their current and future requirements. 

Functional Directors/Functional Commanders are the experts in identifying their current, near term and long term mission needs which impact the installations business planning and the contracting squadrons commanders workload and priorities.  Thus close teaming with contracting is imperative in setting up BRAGs in a timely fashion.  

The BRAG is the key group that puts the whole plan into action.  They take all the inputs: business planning decisions; functional needs and desires; market research results/industry inputs; and work as a team to develop, award and manage a responsive and effective service contract for the life of the requirement.



One group can not work in isolation of the anther and be effective in accomplishing the desired outcomes:  Wing business strategies, acquisition strategies and performance management. 










