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MEMORANDUM FOR ALMAICOM/FOA/DRU (CONTRACTING)

FROM: SAF/AQC
1060 Air Force Fentagon
Washingtor, DC 203301060

SUBJECT: Performance-Baser Services Acguisition (PB3A)

Your leadership in mplementing PBSA and AFI 63-124, Performance -Based Service
Contracts, is a huge step forward to institutionalize PBSA throughowt the Air Force, The
cstablishment of Businass Requirements & Advisery Groups (BRAG) and involving the
functional communities in develuping performance-based requitements have facilitated 2 cultura
change in how requirements are deseribed amd developed. While there are numerous PBSA
surcess stories Air Foree-wide, we must continue o emphasize itz uze.

FBEA has been fuily embraced and supported by senior leadership. USD (AT&L) issued
a memo {(Atch 1) directing the Air Foree to achiave 20% PBSA contracts by the year 2003,
Subsequently, the ABCY mema {Atch 2) directs il functional communitics te use PRSA for the
acotlisition of services.

I am confident that the Atr Foree will achieve 50% PBSA contracts by 2005 with your
comtinued support. The Atr Force PRSA Implementation Plan represents our approach to
meeting the directives in the USn (AT&L) 5 Apr DO merno and describes the criteria a contract
Tmust meet 10 be cutegorized ss performance-based. Specifically, all MAICOM/EGA/DR) |
Contracting activities will:

a. Comply with AFT 63-124 and use PBSA stralegies and methodologies for all
SErvices comtracts to the maximum extent practicable,

b. Ensure al! relevant workfonce persannel, to include ali functional COIMIMInities
receive PREA taining. v accordance with the USD (ATEL) mema, all Televant
workforce personnel must attend PBSA training by 5 Apr 01. In addition MAICOM
ar lacally developed PRS A training, courses are also available on the AF Contracting

weh page: h_ng:fhvww.mt'gq.hg.af.mih"-:mnmctingf_’;@lkit_fpaﬂj?f.

¢. Report all applicabla performance-bused contract actions for services via the
Federal Procurement Data § ystem on the DD Form 350, Individual Contracting Actian
Report, (currently being revised), heginning 1 Oct (0. The DD Form 350 reporting
system will be used to track achievement of 50% PB3A by 2005.
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Once again, I applaud the hard work our Contracting workforce has accomplished in
awarding service contracts using PBSA. The point of contact for PBSA is Major Skip Solis,
SAF/AQCO, DSN 425-7024, e-mail: skip.solis@pentagon.af.mil. Visit the Air Force
Contracting web site to access the Air Force PBSA Implementation Plan and for more PBSA

related information.
W; |
JEFFREY P. PARSONS, Col, USAF

Acting Associate Deputy Assistant
Secretary (Contracting)
Assistant Secretary (Acquisition)

Attachments:
1. USD (AT&L) Memo, 5 Apr 00
2. AF/CV Memo, 12 Jul 00




THE UNDER SECRETARY OF DEFENSE

3010 DEFENSE PENTAGON
WASHINGTON. DC 20301-3010

APR -5 >

ACQUISITION aAND
TECHNOLOSY

MEMORANDUM FOR SECRETARIES OF THE MILITARY DEPARTMENTS
DIRECTORS, DEFENSE AGENCIES
DIRECTOR, DEFENSE LOGISTIC AGENCY

SUBJECT: Performance-Based Services Acquisition (PBSA)

As services become an increasingly significant component of what the Department buys,
we must ensure #at we acquire them effectively and efficiently. That is why the use of
performance-based acquisition strategies for services remains among my highest priorities.

This is important for all functional communities involved in the service acquisition process. Itis
the policy of the Department of Defense (DoD) that, in order to maximize performance,
innovation, and competition, often at lower cost, performance-based strategies for the
acquisition of services are to be used wherever possible. While not all acquisitions for services
can be conducted in a performance-based manner, the vast majority can. Those cases in which
performance-based strategies are not employed should become the exceptions.

In order to ensure that the Department continually realizes these savings and
performance gains, | establish, at a minimum, that 50 percent of service acquisitions, measured
both in dollars and actions, are to be performance-based by the year 2005. To achieve this
goal, | further direct that the Military Departments and the Defense Logistics Agency develop a
PBSA implementation plan to increase the use of performance-based service acquisition
strategies within their organizations not later than 60 days from the date of this memorandum.
In addition, training is essential to increasing performance-based acquisition for services, and |
am committed to providing to the acquisition workforce the training and tools needed to define,
acquire, and manage service requirements efficiently and effectively. For example, the National
Association of Purchasing Management and the National Contract Management Association
have each collaborated in the development of a PBSA course, available via the Intemet or for
on-site team training. | ask that you ensure that your relevant workforce take this or equivalent
performance based services acquisition training within the next twelve months. As well, PBSA
templates and guidebooks will be available to the entire workforce by May 2000.

The attachment provides the necessary details regarding the PBSA implementation
plan. training requirements, and other Department-wide PBSA initiatives. The use of true
periormance-based strategies for the acquiston of services offers great benefits to the
Department. | look forward to your efforts to ensure the fullest possible implementation of such
strategies.

J. S. Ganslor

Aftachment
As stated

“ Atch 1




PERFORMANCE BASED ACQUISITION STRATEGIES AND TOOLS

POLICY GUIDANCE

In pursuing a performance based strategy, it is essential that our acquisitions for services meet
basic standards, as defined by Subpart 37.6 of the Federal Acquisition Regulation (FAR).
Specifically that service requirements should be articulated using: results required rather than
methods of performance of the work; measurable performance standards (i.e., in terms of quality,
timeliness, quantity, etc.); quality assurance surveillance plans; and specific procedures for
reductions of fee or price when services are not performed or do not meet contract requirements.
In addition to these basic requirements, contracts may also include positive incentives for
performance exceeding the minimum standard, wherever appropriate. In essence, PBSAs should
articulate clear, measurable requirements emphasizing quantifiable outcomes, with compensation
based on performance measured against those outcomes, and integrated with a quality assurance
surveillance plan describing how suppliers’ performance will be evaluated against those
measurable requirements. This allows offerors maximum flexibility to attain the greatest degree
of innovation and creativity. Too often, the Department has contracted for services that, in fact,
limit the scope of innovation offerors can bring to the process. Studies have documented that
services requirements converted to a performance-based approach have generated both
significant savings and performance gains.

The appropriate use of performance-based acquisition strategies also enables the Department to
turn more readily to commercial marketplaces for required services, using the procedures in FAR
PART 12 when the necessary conditions are met. In so doing, the Department can take far
greater advantage commercial sources and practices whenever and wherever possible. It may be
beneficial to provide contract incentives to contractors based on their performance even in a
fixed price environment, as is widely done in the commercial world. Use of frequent
performance-based milestone billing schedules to assure appropriate cash flow to performing
contractors is encouraged.

IMPLEMENTATION PLAN

Implementation plans are 1o 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 requirement
community, contract administrators, and any other related functional communities.

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

¢ Method for coliecting agency performance data regarding the use of PBSA. (Note:
PBSA performance data will be obtained from the Federal Procurement Data System
beginning in FYO1. Until that time, the requisite data can be collected in whatever
manner each irdividual Military Department of DLA deems appropriate.)




TRAINING INITATIVES

There are a number of initiatives underway to provide specialized training on
performance-based acquisitions, applicable and accessible to the widest possible scope of the
acquisition and technology workforce. In an effort initiated by the DUSD(AR), each of the
Military Departments and DLA participated in the development of a performance-based service
acquisition course, which is the product of a collaboration between the National Association of
Purchasing Management and the National Contract Management Association. Through the DoD
Change Management Center, this course is now available in both a web-based and live on-site
versions and is a key component of the DoD continuing education initiative. The Change
Management Center also offers this on-site version, coupled with the Rapid Improvement Team
process, to develop on-the-job PBSA applications.

OTHER DEPARTMENT-WIDE PBSA INITIATIVES

The DUSD(AR) and the Director, Defense Procurement formed a working group to develop a
concise guide on PBSAs. This web-based guide will be available throughout the workforce to
eénsure a common understanding of the challenges. issues, and benefits associated with PBSAs.
The guide will be available in May 2000.

Templates will supplement the guidebook. These templates are examples of good performance-
based packages: statements of objectives or statements of work, measurable performance
standards, surveillance plans, deduction schedules ( if performance falls below minimum
standards) and positive incentives. They will be available on-line and will cover an array of
service requirement scenarios. Templates will be based on existing best practices and will be
made available as they are identified.




DEPARTMENT OF THE AIR FORCE
OFFICE OF THE CHIEF OF STAFF
WASHINGTON, DC

12 JuL 2000

MEMORANDUM FOR ALMAJCOM/FOA/DRU

FROM: HQ USAF/CV
1670 Air Force Pentagon
Washington, DC 20330-1670

SUBJECT: Performance-Based Services Acquisition (PBSA), (Reference USD (AT&L)
Memorandum, 05 Apr 00)

I request your support in implementing the referenced Under Secretary of Defense
(Acquisition, Technology & Logistics) memo. This memorandum directs that 50 percent of
services acquisitions, measured in both dollars and actions, be performance-based by the year
2005. In addition, all relevant acquisition and functional workforce personnel must attend PBSA
training within the next year.

The Air Force leadership at all levels of command must fully embrace PBSA. Successful
PBSA implementation requires a strong cross-functional team effort. In accordance with the
implementing instruction (AFI 63-124 Performance-Based Service Contracts), the primary tenet
of PBSA is to describe contract requirements in terms of “what” is the desired outcome or end
result rather than “how” the contractor is to accomplish the work.

Your efforts in institutionalizing PBSA are a key factor in realizing the benefits of cost
savings and improved contractor performance. Iam strongly committed to PBSA as the Air
Force’s business strategy for acquiring services. All functional communities must continue to
support PBSA and comply with AFI 63-124. PBSA is an important component of the revolution
in business affairs and will continue to be emphasized as one of the Air Force's highest
priorities. Towards that end, all functional communities must comply with AFI 63-124 and
provide full support in meeting the PBSA goal in 2005.

The Air Force point of contact for PBSA is Major Skip Solis, SAF/AQCO, DSN
425-7024, COMM (703) 588-7024, e-mail: skip.solis @pentagon.af.mil. The Air Force
Contracting web site for PBSA is http://www.safaq.hq.af.millcontracting/toolkitlpan37/.

OHN W. HANDY
General, USAF
Vice Chief of Staff

Atch 2




