Session 6

Performance-Based Statements of Work and Performance-Based Specifications



Session Theme

 The foundation of any RFP is the section that delineates the requirements, i.e., the statements of work (required tasks) and the specifications.

Session Competencies

By the completion of this session, participants will be able to:

Relate mission needs statements, operational requirements documents, and their equivalents to PBC

Identify the key factors in writing performance-based SOWs, specifications, standards and data requirements

Understand Related Handbooks, Standards, and Standardization Documents

Convert traditional work statements to RFP performance requirements
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�6.0	Overview of Performance-Based Work Statements

6.0.1	Practical Example

�

Note: The instructor will review and explain the relevance of the findings with all of the participants.

�6.0.2	Relevant Policy and Resources on PBSOW

�

�6.0.3	PBSOW Policy and Resources for Services Acquisitions

�

Agencies experienced in the use of performance-based services contracting (PBSC) have established a process that provides a useful model to follow when implementing PBSC. In general, the steps in the process are: 1) performing a job analysis, 2) writing a performance-based SOW and a quality assurance plan (how will the government determine if the contractors services meet the requirements of the performance-based SOW, and 30 performing diligent contractor surveillance after contract award.



�6.1	How do customers define their needs?

6.1.1	Missions Needs Statements (MNS), Operational Requirements Documents (ORD) and Equivalent Requirements Documents

�

� “Translating Operational Needs into Stable, Affordable Programs,” DOD Directive 5000.1, March 15, 1996: states that one of the three principal decision support systems, i.e., the Requirements Generation System, is governed by the Chairman Joint Chiefs of Staff (CJCS) MOP 77 and covers the development of a Mission Needs Statement (MNS). 

DOD Regulation 5000.2 states that “The MNS shall identify and describe the mission deficiency, discuss the results of mission area analysis; describe why non-material changes are not adequate to correct the deficiency; identify potential material alternatives, and describe any key boundary conditions and operational environments that may impact satisfying the need such as information warfare.”

DOD Reg. 5000.2 also states “shall document…opportunities to provide new capabilities in a Mission Needs Statement (MNS) expressed in broad operational terms. 

�6.1.1	Missions Needs Statements (MNS), Operational Requirements Documents (ORD) and Equivalent Requirements Documents, cont’d

DOD 5000.2 states” At each milestone...thresholds and objectives initially expressed as measures of effectiveness or performance and minimum acceptable requirements for the proposed concept or system shall be documented by the user or user’s representative in an Operational Requirements Document (ORD).”

When an acquisition program has been created, DOD 5000.2 states “Every acquisition program shall establish an Acquisition Program Baseline (APB) to document the cost, schedule, and performance objectives and thresholds of that program…. The APBs shall only contain the most important cost, schedule and performance parameters.”

Under the heading of performance, DOD 5000.2 continues “The specificity and number of performance parameters evolve as the program is better defined. ..... The total number of performance parameters shall be the minimum number needed to characterize the major drivers of operational effectiveness and suitability, schedule, technical progress, and cost. This minimum number shall include the key performance parameters described in the ORD and validated by the JROC for inclusion in the APB.”

�

�6.1.2	Job Analysis for Services Contracts

Job analysis involves determining what the organization’s needs are, and what kinds of services are to be provided by the contractor. This is of particular importance because the services identified form the basis for establishing performance requirements, i.e., results/outcomes, measures of success, and standards to define completion. The job analysis also provides a basis for the quality assurance plan. 

To further analyze the required services, break the work down into its lowest level and link the tasks in a logical flow of activities. Start with the overall service required from the contractor, then divide the job into all of its parts and subparts, and identify the relationship among all of the parts.

One method to accomplish this analysis is a tree diagram, also called a work breakdown structure (WBS). More information on WBS is provided in Sub-session 6.3.2.

It is important to identify all services from the tasks and subtasks required of the contractor. Failure to do so will result in incomplete or ambiguous contractual requirements that may be difficult to enforce or lead to contractor misinterpretation and inadequate performance.



�6.2	Measuring Performance

6.2.1	Defining Successful Completion

�

Steven Covey, in his book “The Seven Habits of Highly Effective People” says; 

“Performance measurement is grounded in relationships or agreements, sometimes called performance agreements or partnership agreements, that give direction to win/win. They create an effective way to clarify and manage expectations between people involved in any interdependent endeavor. In the win/win agreement, the following five elements are made very explicit:

 Desired results (not methods) identify what is to be done and when. 

Guidelines specify the parameters (principles, policies, etc.) within which results are to be accomplished.  

 Resources identify the human, technical, financial, or organizational support available to help accomplish results. 

 Accountability sets up standards of performance and the time of evaluation. 

 Consequences specify - good and bad, natural and logical - what does and will happen as a result of the evaluation.

Creating win/win performance agreements requires vital paradigm shifts. The focus is on results, not methods. Most of us tend to supervise methods. In win/win performance agreements, consequences become the natural/logical result of performance rather than a reward or punishment arbitrarily handed out by the person in charge.”

6.2.1	Defining Successful Completion, cont’d

�

In his book “The Fifth Discipline”, Peter Senge says:

“The problem is knowing how and when to measure important results. There are two interrelated issues in assessing results: Patience (don’t pull up the radishes to see how they are growing) and quantification (measure quantitatively that which can be quantified; measure qualitatively that which should not be quantified).

There are two traps to measurement: What to measure (there are thousands of bits of data to choose from); and how to deal with the unmeasurables (the most important management issues...”)

�6.3	Conversion of Needs and Operating Requirements into RFP Performance Requirements

6.3.1	Conversion to Performance-Based Requirements: Considerations and Processes

The team responsible for preparing a statement of work must now do a thorough review of the requirements documents issued for that effort. For large programs that will include the Mission Needs Statement (MNS), the Operational Requirements Document (ORD), and the Acquisition Program Baseline (APB). For smaller efforts this may include any local authorized form (s) for identifying requirements leading towards an acquisition.

�

Services Performance Analysis

In the case of services acquisitions, the results of the job analysis, i.e., the tasks required of the contractor are subjected to a performance analysis.

Performance analysis assigns a performance requirement to each task, which involves determining how a service can be measured and what standard or level of performance completion can be identified.

For example, in a requirement for taxi services, one of the performance measure might be “pickup within so many minutes of an agreed upon time”. The performance standard might be “within plus or minus five minutes of an agreed upon time.”

The organization should ensure that each standard is necessary, is carefully chosen, and not unduly burdensome. Failure to do so may result in unnecessarily increased contract costs.

Where appropriate, the government could provide either specific performance requirements (measures and standards) or allow the contractor the option to propose different target levels of service along with the appropriate price adjustment. In order to properly evaluate alternative levels of performance proposed by the contractor, the government will need to do market research. More on that subject can be found in Session 5. 

Services Data Gathering

The government must be able to provide the contractor an estimate of the workload to be performed and the items and services that the government will furnish to the contractor for the performance of the contract. In order to make the workload estimate, a determination of the historical workload by the major performance categories or tasks must be made.

The historical data may be used in cost estimating and analysis, and should be used as a baseline to estimate the future work requirements to be covered in the contract.



�6.3.2	WBS

�

�MIL-STD-245D states: 

“A Work Breakdown Structure (WBS) should be used in developing the SOW. A WBS provides the framework for a disciplined approach of structuring and defining the total project or program. It is a graphical or pictorial representation of the Product (Program, Contract, Spec.., SOW, RFP, etc.).  WBS is a means to verify that all of the criteria or requirements of the product have been addressed. MIL-STD-881B provides examples and criteria for using WBS in acquisition programs. When preparing the SOW, a complete application of a WBS may not be necessary in all programs; however, the underlying philosophy and structured approach can and should be applied.”

�6.3.3	Statements of Work or Statements of Objectives

�

�MIL-HDBK-245D provides the RFP preparer with a new option to use a statement of objectives (SOO) instead of a statement of work (SOW). “The SOO is a Government prepared document incorporated into the RFP that states the overall solicitation objectives. It can be used in those solicitations where the intent is to provide maximum flexibility to each offeror to propose an innovative development approach. Offerors use the RFP, product performance requirements, and the SOO as a basis for preparing their proposals including a SOW and CDRL. The SOO is not retained as a contract compliance item.”



�6.3.4	Relationship to Decision Milestones

DOD Directive 5000.1 introduces the topic of Major Milestones. “A major milestone separates the phases of an acquisition program.” DOD regulation 5000.2 identifies four different major milestones. “O” before Concept Exploration; “I” which precedes Program Definition and Risk Reduction; “II” which precedes Engineering Development and Manufacturing Development; and “III” Production, Fielding/Deployment, and Operational Support.

DOD 4120.3-M, Defense Standardization Program Policies and Procedures, Chapter 2, discusses the role of standardization planning during acquisition planning. This includes the use of, modification of, and development of specification and standards documents in acquisition.

�6.3.5 ACAT Levels

5000.2 defines ACAT levels as follows:

ACAT I — Program estimated by UNDERSECDEF (A&T) Research expenditure for R,T&E more than $355M (FY96 constant dollars), or procurement more than $2.135B (FY96 constant dollars), or those designated by USD(A&T).

ACAT IA — Major Automated Information System(MAIS) - Program estimated by Asst. SECDEF(C3I) single year program costs more than $30M(FY 96 constant dollars), total program costs more than $120M (FY 96 constant dollars), or total life-cycle costs more than $360M(FY96 constant dollars, or designated by ASD(C3I).

ACAT II — Programs that don’t meet ACAT criteria but do meet major system criteria. Major system is program estimated by DOD Component Head to require R,T&E more than $75M(FY80 constant dollars), procurement more than $300M (FY1980 constant dollars, or designated by DOD Component Head.

ACAT III — Programs that do not meet ACAT I, IA, or II criteria. Includes less than major AISs.

ACAT IV(DON Only) — All other weapon system and ACAT IT acquisition programs.

Weapons systems is an overarching term that applies to a host platform, combat system, subsystem, component, equipment, hardware, firmware, software, or item that may collectively or individually be a weapon system acquisition program.

�6.4	Key Elements in Performance Specifications

6.4.1 	Definition

�

�A performance specification is a statement of requirements in terms of desired results with criteria for verifying compliance, without stating methods for achieving the desired results. A performance specification defines the functional requirements for the item, the environment in which it must operate, and the interface and interchangeability requirements. The opposite of a performance specification is a detail specification. A detail specification gives design solutions such as how a requirement is to be achieved or how an item is to be fabricated or constructed.

�6.4.2	Policy Review

There are several key policy and procedural documents relative to performance specifications. The document and its salient points are identified below:

SECDEF Plan: “Acquisition Reform: Mandate for Change”, 2/94

“...ensure that requirements for systems, subsystems, and non-systems acquisitions (including services) are stated in terms of required performance.”

“...develop a plan to implement a preference for commercial and performance standards and specifications...”

SECDEF Memorandum: “Specifications and Standards — A New Way of Doing Business”, 6/94

Approves the Specifications and Standards IPT  “recommendation to use performance and commercial specifications and standards in lieu of military specifications and standards, unless no practical alternative exists to meet the user’s needs.”

“Performance specifications shall be used when purchasing new systems, major modifications, upgrades to current systems, and nondevelopmental and commercial items, for programs in any acquisition category. If it is not practicable to use a performance specification, a non-government standard shall be used.

“...the use of military specifications and standards is authorized as a last resort, with an appropriate waiver.”

SD 15 — Defense Standardization Program — “Performance Specification Guide”

Provides guidance on how to write performance specifications, standard performance specifications, guide specifications and program-unique specifications.

Conduct market analysis “to examine all available documentation to identify existing civilian technology that will fulfill the requirements.”

“In general, performance requirements should have the following characteristics:

Requirements should be quantitative rather than qualitative.

Requirements should be verifiable.

Performance requirements should describe interfaces in sufficient detail to allow interchangeability with parts of a different design.

Requirements should be material and process independent.

Changing from a detailed design procurement to one based on performance specifications may strongly affect logistics support. 

“... the specification must enable the Government and the contractor to measure compliance with the specification requirements.”

�6.4.2	Policy Review, cont’d

MIL-STD-961D — “DOD Standard Practice for Defense Specifications”

“This standard establishes the formats, contents, and procedures for the preparation of performance specifications...”

DOD 4120.3-M “Defense Standardization Program Policies and Procedures”

Three of the objectives of the Defense Standardization Program are:

“Plan and accelerate the insertion of new technology into systems and equipment.

Sustain and improve the industrial and technology base.

Improve communication... between the Department of Defense and industry and between customers and suppliers.”

Defense Standards Improvement Council Policy Memorandum 95-2, “Processing Performance Specifications”, 1/95

“...procedures that will allow for the designation and approval of performance specifications to be listed in the DOD Index of Specifications and Standards.”

OMB Circular A-119 Revised

Establishes policy to be followed by executive agencies in working with voluntary standards bodies. It also establishes policy to be followed by executive branch agencies in adopting and using voluntary standards.

 “It is the policy of the Federal Government in its procurement and regulatory activities to:

a.	Rely on voluntary standards, both domestic and international, whenever feasible and consistent with law and regulation pursuant to law;

b.	Participate in voluntary standards bodies when such participation is in the public interest and is compatible with agencies’ missions, authorities, priorities, and budget resources; and

c.	Coordinate agency participation in voluntary standards bodies so that (1) the most effective use is made of agency resources and representatives; and (2) the views expressed by such representatives are in the public interest and , as a minimum, do not conflict with the interests and established views of agencies.

�6.4.2	Policy Review, cont’d

National Technology Transfer and Advancement Act (Public Law 104-113)

Strengthens the policies of OMB Circular A-119, the executive policy document which encourages government agencies to adopt private voluntary standards and participate in their development.

“(1)	IN GENERAL...Except as provided in section (3) of this subsection, all Federal agencies and departments shall use technical standards that are developed or adopted by voluntary consensus standards bodies, using such technical standards as a means to carry out policy objectives or activities determined by the agencies and departments.

(2) 	CONSULTATION; PARTICIPATION - In carrying out paragraph (1) of this subsection, Federal agencies and departments shall consult with voluntary, private sector, consensus standards bodies and shall, when such participation is in the public interest and is compatible with agency and departmental missions, authorities, priorities, and budget resources, participate with such bodies in the development of technical standards.

(3) 	Exception - If compliance with paragraph (1) of this subsection is inconsistent with applicable law or otherwise impractical, a Federal agency or department may elect to use technical standards that are not developed or adopted by voluntary consensus standards bodies if the head of each agency or department transmits to the Office of management and Budget an explanation of the reasons for using such standards. Each year, beginning with fiscal year 1997, the Office of Management and Budget shall transmit to Congress and its committees a report summarizing all explanations received in the preceding year under this paragraph.

(4) 	Definition of Technical Standards - As used in this subsection, the term “technical standards” means performance-based or design-specific technical specifications and related management systems practices.”

�6.4.3	Process Flowchart for Developing Performance Specifications

�

�

�6.4.4 	SPECRITE

An electronic tool, called SPEC-RITE has been developed to assist the acquisition workforce in developing performance-based specifications.

In its presentation on SPECRITE, the Naval Surface Warfare Center, Crane Division states that SPECRITE:

“Ensures consistency and quality of requirements development

Provides MIL-STD-961D/Word Perfect Output

Includes HelpDesk Support

Saves templates for future use

Ensures policies are followed”

SPECRITE will be explained further in Session 8.

6.4.5	Milestone Decision Authority Roles

The DON Standards Improvement Program Plan of Dec. 1994 states:” The Program Manager is responsible for certifying to the Milestone Decision Authority (MDA) that the program peculiar or system-level specification is written in performance terms. Otherwise, a waiver is required from the MDA to cite the non-performance based system-level specification in contracts.”

The Program Plan continues:  “The Program Manager must obtain approval from the Milestone Decision Authority (MDA) for invoking specifications and standards which require waivers and that are mandatory in acquisition solicitations.”



�Insert Waiver “Decision Tree” Process

�6.4.6	Resources

OSD Policy and Guidance

DOD Instr. 5000.1 and Reg. 5000.2

DOD Instr. 4120.3-M

SD-15 and MIL-STD-961D

SECDEF Plan “Acquisition Reform: Mandate for Change” 2/94

SECDEF Memo: “Specifications and Standards - A New Way of Doing Business” 6/94

Defense Standards Improvement Council Policy Memo 95-2 “Processing Performance Specifications”

DON Policy and Guidance

SECNAVINST 5000.1

ASN(RDA) memo Navy Implementation of DOD Policy on Specification and Standards Reform, Dec. 1994

Turbo-Streamliner 

�6.5	Commercial Standards/Converted Military Standards

6.5.1	Commercial standards preference

�

In SECDEF’s “Acquisition Reform: Mandate for Change” Dr. Perry includes among several initiatives that “DOD must:

Be able to rapidly acquire commercial and other state-of-the-art products and technology from reliable suppliers who utilize the latest manufacturing and management techniques

Assist in the conversion of U.S. defense-unique companies to dual-use production

Integrate, broaden and maintain a national industrial base sustained primarily by commercial demand but capable of meeting DOD’s needs

Be able to adopt business processes characteristic of world-class customers and suppliers

Be able to stop applying government-unique terms and conditions on its contractors to the maximum extent practicable.”

�6.5.1	Commercial standards preference, cont’d

To be able to do the aforementioned, Dr. Perry provided several guidelines, one of which was:

“Foster competition, commercial practices and excellence of vendor performance (increase reliance on the commercial marketplace; integrate the industrial base; increase use of electronic commerce; increase use of contractor past performance.”

DON policy states:

“Performance-based documents, including non-government standards, commercial item descriptions, Federal specifications and standards, and military specifications and standards, will now be used to define program requirements in all procurement acquisitions. In cases where a performance-based document is not practicable, a design-based non-government standard shall be used.”

6.5.2	Non-Government Standards Bodies

In those instances when a DON person wants to find out more information about a non-government standard or convert a military standard to a non-government standard, it is necessary to deal with the appropriate non-government standards body.

The Office of the Secretary of Defense, Director, Defense Standardization Program has stated “The Department of Defense is committed to the adoption of non-government standards in lieu of developing new or updating existing military and federal specifications or standards, wherever possible. As part of this commitment, the DOD believes it is important to participate as an “equal partner” with the private sector and Non-Government Standards Bodies  that develop these standards. Participation ensures proper consideration of DOD requirements, enhances the technical knowledge of DOD personnel, and allows DOD to contribute its considerable technical capability in the development of “World Class” national standards.” The Defense Standardization Program has published several documents identified as SDs (Standardization Documents), such as, SD-1(Standardization Directory) and SD-11 (Directory of DOD Participation on Non-Government Standards Bodies).

6.5.3	Using converted Military Standards

Over the past two years DOD and the Military Services have been engaged in an aggressive effort to convert many military specifications and standards into non-government standards. Once those conversion efforts are complete, the converted documents may be invoked in DON RFPs.

�6.5.4	Determining Status of Standards

�

If you are interested in the status of a non-government standard you will have to get in touch with the appropriate non-government standards body.

If you are interested in the status of a DOD specification or standard you should access the Acquisition Streamlining and Standardization Information System (ASSIST). You will learn how to access ASSIST in Session 8.

�6.6	Essentials of Performance-Based SOWs

6.6.1	Definition

�

�A performance-based statement of work is a description of the tasks to be performed by the contractor in terms of desired outcomes or results.  A non-performance-based statement of work details how the contractor is expected to accomplish the work. With a performance-based statement of work, accountability for the final outcome is more clearly drawn; the contractor remains responsible for achieving the required results based on their own proposed technical and management approach and internal processes which have not been dictated by the Government. Thus, the offeror is given greater flexibility in their proposal but absorbs a commensurably greater risk share for contract performance.

�6.6.2	Essential Components of PBSOWs

�

�6.6.3	SOW Preparation Guidance

�

�Because of the importance of the SOW to the outcome of a contract and the number of solicitations issued each year by the Military Services, the Department of Defense developed and issued a Handbook for Preparation of Statements of Work (SOW), MIL-HDBK-245D. This handbook has been modified several times over the years to keep pace with the reforms made to the DOD acquisition system. It was developed as a framework to assist the responsible manager in providing consistent, orderly, and complete descriptions  of work required. 

MIL-HDBK-245D provides the reader with an understanding of the purpose of the SOW, its relationship with specifications and the rest of the contract. It provides a description of the three parts of a SOW, i.e., Scope, Reference Documents and Requirements.

�6.6.4	Process for Developing PBSOWs

�

�6.6.4	Process for Developing PBSOWs, cont’d

�

�For complex SOW developments a systematic process is essential. The process should be implemented by a competent team (experts in managerial, technical and contractual fields), with a team leader experienced in acquisition and SOW development. Follow the 11 step process on page 16 of MIL-HDBK-245D, for leading up to, writing, and following up on the preparation of an SOW.

For non-complex SOWs, the 5 step process on page 18 of MIL-HDBK-245D is recommended.

�6.6.4	Process for Developing PBSOWs, cont’d

�

�

�6.6.4	Process for Developing PBSOWs, cont’d

�

Organization’s Need

Fix air conditioning system

We need an office-wide local area network

I need a standby electric power generator

Specification

What conditions must the air conditioner provide?

What capabilities must the LAN provide?

What capabilities must the generator have?

What local office requirements must be incorporated in the RFP?

Local instructions/directives

Will a tree diagram (WBS) be needed? Is the acquisition complex enough to warrant one?

Who will be impacted by this acquisition? Should they be involved in preparing the RFP?

Can any of the work be done by existing in-house personnel?

What tasks have to be contracted out to provate companies?

Can I describe the tasks in the SOW in a performanc-based manner?

Can I identify the specifications and standards to be invoked? Are there non-government standards that will do the job?

Do I have a plan to complete the entire acquisition? Have I covered quality assurance sufficiently?

�6.6.5	SOW Relationships

The statement of work is not a stand-alone requirements document. For the contractor to understand all of the performance requirements in a RFP, one must understand the relationship of all of the elements of a solicitation to the SOW, and review those requirements as an entire package. 



Insert SPEC-SOW-CDRL-DID Relationship

�6.6.6	Pitfalls

�

�

�6.7	Exercise: ìWhatís Wrong With This SOW?î

�

In this exercise, the teams will analyze an SOW to determine whether it is performance-based or how-to in nature. Each member of every team will review the entire SOW. Teams will then be assigned specific parts of the SOW to analyze. Each team will report out the results of their analysis to the entire class. The SOWs selected will be tailored to the customer requirements (i.e., integrated hardware, unit hardware, complex service tasks or single types of services).

�6.8	Do’s and Don’ts of Writing a PBSOW

��Do’s:

Select a competent team with an experienced leader.

Exclude “how-to” requirements since the offeror should be tasked to provide the deliverables under the most cost effective manner.

Use the program work breakdown structure (WBS) to outline the required effort.

Set SOW objectives in support of the Acquisition Plan, if applicable.

Explicitly define the tailored limitations of all standards and specifications cited.

Exclude design control or hardware performance parameters because these requirements should be covered in a specification.

Educate personnel with respect to acquisition streamlining.

Give priority to commercial items over specification items when the former satisfies military requirements.

Give priority to commercial practices as a means of acquisition.

Don’ts:

Order, describe, or discuss Contract Data Requirements List (CDRL) data.

Invoke, cite, or discuss a Data Item Description (DID). Although the text of the SOW should not include the data format and content preparation instructions and/or data delivery requirements, a data item description number listed on the CDRL may be cross-referenced in the SOW.

Specify technical proposal criteria or evaluation factors.

Establish a delivery schedule. (May include significant milestones for clarity.)

Specify design control parameters or the performance of hardware because these items should be covered in a specification.

Impose on the contractor a Government format when a contractor format is acceptable.

Overspecify. Specify only what is required and let the contractor establish the best method to fulfill the requirement.

Invoke in-house management instructions.

Use the SOW to establish or amend a specification.

Invoke handbooks, service regulations, technical orders, or any other document not specifically written according to DOD standards. (Non-Government documents excluded.)

6.9	Data Requirements Considerations

6.9.1	Data Requirements

MIL-STD-961D states “Specifications shall not contain requirements for the development, preparation, acquisition of rights, submission, delivery, maintenance, updating, approval, or distribution of plans, reports, drawings, manuals, and other products. Data can only be required in the contract. Only data product and technical manual specifications shall contain content and format requirements for data products. Data Item Descriptions (DIDs) shall not be included in any section of a technical manual specification or a specification for equipment’s, assemblies, components, parts, materials, or other type of commodity. Only data product specifications shall list the DIDs for which they are the source documents.”

6.9.2	Commercial Data Requirements

Are there commercial data requirements, specifications, etc. that can satisfy your data needs.

6.9.3	Contractor Data Formats

Can you leave the format for your data requirements up to the contractor?

�
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