Continuing Research on Performance-Based Logistics (PBL)

1.  SOURCE: http://www.orau.gov/pbm/contracts/ames-al.html
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The purpose of these guidelines are to institutionalize a performance-based management system that encourages and rewards excellence, continuous improvement and timely communication.

In keeping with the objectives set forth above, any performance-based management contract must begin with the establishment of contract performance objectives, measures, and expectations which are linked to pre-established performance incentives which, if achieved, will:

· Enhance the laboratory’s ability to accomplish its mission for the Department

· Drive cost-effective performance improvements, focusing on efficient system performance while maintaining appropriate internal controls

· When possible, allow for meaningful trend and rate of change analysis

· Encourage benchmarking initiatives as a means of incorporating industry business standard, and “best practices” that are meaningful, appropriate, and consistent with Departmental requirements and deemed to reflect overall successful operations.  “Best practices” should include cost/risk/benefit analysis.

Performance Based Contract Measures (PBCMs) should be constructed to drive performance improvements and focus on effectiveness of systems while maintaining an appropriate level of internal controls.  They should incorporate “best practices” and reflect DOE’s and contractor’s judgement as to the key performance elements, which will enhance fulfilling the Department’s mission objectives.  The measures are incorporated into the contract…and tied directly to any performance incentives, which may be made available under the contract.  PBCMs are composed of three tiers:

· OBJECTIVES: statements of desired end results for an organization

· MEASURES: Quantitative or qualitative methods or characteristics for describing performance that, when satisfied, indicate successful achievement of an objective

· EXPECTATIONS: Quantitative or qualitative conditions or target levels used to evaluate performance for each measure.

…PBCMs should reference industry business standards, best practices, or other standards which are meaningful, appropriate, and consistent with DOE requirements rather than trying to arbitrarily develop standards.

2. SOURCE: http://www.lions.odu.edu/dnethert/Courses/oted400/polsn1.htm
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WHY PERFORMANCE OBJECTIVES?

Objectives

· Identify two characteristics of performance objectives.

· A statement of what the provider is to achieve

· They focus on the results

· Name the three functions of a performance objective.

· To provide a focus of attention for the provider and the requiring activity

· To serve as a guide

· To provide criteria for evaluation

3. SOURCE: NAVAIR Brief to NDIA by Dandra L. Draham
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CORA – The Four Pillars of PBL

· Cost: Reduce Total Ownership Cost

· Obsolescence Management

· Reliability Improvements/Technology Refreshment

· Availability Improvements

Basic Steps – Iterative Process

· Objective Outcomes

· Measures – Metrics

· Baseline Performance

· Performance Work Statement (PWS)

· Stakeholder Buy-in

Objective Outcomes – Iterative Process

· Clear Statement of Requirements/Objectives

· Understood by All Parties Involved

· Realistic/Achievable

· Measurable

· Outcome Parameters (vice process parameters)

Measures – Metrics – Iterative Process

· Measurable Requirements/Objectives

· Clearly and Fully Defined

· Top Level

· Available Data

· Methodology (consistent/credible/accepted)

Performance Work Statement

· Performance Requirement is the OUTCOME

· Performance Outcome is Measured Relative to Baseline Performance Values

· Performance Incentives

· Specified incentives (positive and negative)

· Inherent incentives (positive and negative)

· May or may not be included

THINK OUTCOME – NOT PROCESS

SET REALISTIC REQUIREMENTS

DETERMINE BASELINE PERFORMANCE

4. Full Service Contracting An Industry View, National Defense Industrial Association, Logistics Management Committee (LoMC)

EXCERPT

Full Service Contracting (FSC) also referred to as Full Service Partnering (FSP)

The defense industry has acquired a solid base of experience with contracts that include virtually all the major characteristics of Full Service Contracting.  From this experience the working group drew several reasons for the success of these FSC life contracts.  They are:

· The concept is fully backed by military leadership

· The concerns of opponents to direct contractor support is acknowledged and addressed

· There is a compelling business case

· The time was taken to make the case for direct contractor support to public and legislative leadership

· Legislative and regulatory impediments were directly addressed and effective remedies developed.

From the perspective of industry, the central issue is not whether an industry-led, public-private partnership can provide efficient, effective platform level life cycle support in peace and war.  From our perspective, the central issue is the commitment of Government in resolving obstacles to FSC implementation.

The FSC working group proposed a definition of FSC that emphasizes the concept’s most important characteristic, single point industry accountability for platform/system life cycle support.  The definition includes several important features:

· The performance by industry of design, development and support functions throughout a platform’s or system’s life cycle.

· FSC responsibility for total systems engineering and delivery of technology refresh, technology insertion, maintenance and modernization changes.

· FSC contract incentives to minimize Total Ownership Cost (TOC) while delivering a specified level of readiness, and meeting unexpected support demands in peace and war.

· FSC responsibility for the viability of the industrial base, preservation of adequate competition, and management of diminishing manufacturing sources, including appropriate set-asides for small and disadvantaged businesses.

5. The Positive Results of OFPPs Performance Based Service Contracting Pilot Project

EXCERPT

Performance-based service contracting (PBSC) emphasizes what the government wants performed by the contractor, in mission-related terms, versus how the work should be performed, or using broad and general work scopes.  It is based on the development of a performance work statement, which defines the work in objective, 

Measurable terms.  Performance standards (i.e., quality, quantity, timeliness) are then assigned to the tasks, and an associated …performance plan describes how the government will measure the contractor’s performance against the standards.  Positive and negative incentives, which are based on the performance plan measurements, can then be levied to ensure maximum performance.

Performance based contracting also requires contractual requirements to be imposed in measurable terms.  For example:

· Aircraft are 80 percent mission capable

· The ground abort rate is less than 5 percent

· One hundred percent of flight schedules are met

· Turnaround Times are limited for aircraft condition inspection/strip and paint

Navy PBL Categories

· PBL Mini Stock Point (PBL-MSP) – Navy owns the inventory…contractor receives, stores, issues, and may also repair the material…”MSP-Plus” includes a negotiated level of requirements determination.

· PBL Organic (PBL-O) – an arrangement with an organic activity (normally via Memorandum of Agreement) to procure, repair, stock and issue material.

· PBL Commercial (PBL-C) – an arrangement where commercial items are supplied by the contractor.  Customer requisitions are automatically routed through procurement system (ITIMP) directly to the contractor as a delivery order.

· PBL-Partnership (PBL-P) – an arrangement between a contractor and Navy such that the navy performs a portion of support required by and for the contractor.  For example, the contractor may sub-contract the Navy to perform maintenance support at an organic depot.

· Full PBL – a contractual arrangement where the contractor manages (and may also own) the inventory, determines stockage levels, typically repairs NRFI material, and is required to meet specific performance metrics.  Requisitions still flow through ICP, and ICP pays the contractor for performance but bills customers traditionally.  Reliability improvements, technology insertion and reduced obsolescence may be some of the inherent benefits of a Full PBL.  Additionally, Logistics Engineering Change Proposal (LECP) arrangements will be considered a subset of this category if they contain supply support clauses that fall under the definition noted above.

· Total Logistics Support – a most robust form of PBL (typically referred to as Contractor Logistics Support (CLS)), where the contractor manages most or all facets of logistic support, including inventory levels, maintenance philosophy, training manuals, PHS&T, full configuration control, support equipment, etc.

6. KNOWnet, The Acquisition SuperSite, Performance-Based Contracting, http://knownet.hhs.gov/acquisition/performDR/PerformanceSupport/pbcsamples.htm
This is a useful site if you can draw from the various samples and apply them to your system.

7. Logistics Support System (LSS) for Performance Based Logistics (PBL) Contracts, http://www.caci.com/lss/index.shtml
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This software was initially developed for Smiths Industries.  It enabled them to perform as a DoD wholesale/retail supply system’s inventory manager for components covered under a PBL contract.  The functions include:

· Receiving MILSTRIP requisitions, follow-ups and cancellations

· Providing MILSTRIP status, issuing material and tracking shipment actions

· Receiving material both as system stock and retrograde requiring repair

· Storing and maintaining inventory control of both wholesale and retail spares

· Scheduling and tracking repair actions

· Reporting all transactions to NAVICP

8. Seven Steps to Performance-Based Services Acquisition (LINKS), http://oamweb.osec.doc.gov/pbsc/links.html
This is an excellent page of links to things dealing with PBL.

9. Implementing Performance-Based Services Acquisition (PBSA): Perspectives from an Air Logistics Center and a Product Center, http://www.rand.org/publications/BD/BD388
EXCERPT

“A SOO is performance based”

“A SOW is a contractor’s detailed ‘how to’ plan”

This is a really good briefing that reports on a study RAND did for the Air Force.  The material has some restrictions on it, so I will not excerpt more than you see here.

10. Performance-Based Contracting Ascends, http://www.fcw.com/fcw/articles/2003/0526/pol-perf-05-26-03.asp
EXCERPT

The buzz around performance-based contracting continues to grow, aided most recently by a boost from the Services Acquisition Reform Act (SARA).

Under SARA, some performance-based contracts – in which contractors get paid based on how they meet predefined metrics – can be considered “commercial item” acquisitions and in some cases exempt from oversight laws.

But SARA is only one bill that promotes performance based contracting.  Another piece of recent legislation, the Defense Transformation Act (DTA), authorizes the Secretary of Defense to create a performance based logistics program to improve the availability of weapons systems.

…In simple terms, a performance based contract is one in which the agency defines its objectives and lets the contractor decide how best to meet them.  Together the agency and the contractor choose performance measurements to gauge a solution’s effectiveness, with rewards for superior performance and penalties for sub-par work.

In a sense, performance based contracts are harder for both government agencies and the vendors.  Agencies have to think clearly about what they are trying to accomplish and how they’ll know when they do so.  Meanwhile, contractors are no longer told what to do and therefore have to solve the agency’s problems.

…The trickiest thing is figuring out how to measure performance, something best done through collaboration with the contractors, he said (Mark Emery CIO).

11.  A Case Study on PBL (Navy) http://www.nscs.com/amp/briefs/ppt/2Team3paper.pdf
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This is an exercise that the Navy folks use in their Advanced Management Program.  It uses the Auxillary Power Units (a highly recognized Naval success) as the subject for the exercise.

12. Performance Based Logistics, http://www.acq-ref.navy.mil/topic.cfm?topic_id=30
This is a good resource for different links and readings.

13. PBL Program Brief DTIC to NDIA http://www.dtic.mil/ndia/2001systems/oliver.pdf
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PBL Definition

“Alternative logistics support solutions that transfer traditional DoD inventory, supply chain and technical support functions to the supplier for a guaranteed level of performance at the same or reduced cost”

PBL Supplier Roles

· Warehousing

· Requirements determination

· Engineering/tech services

· Guaranteed Availability

· Transportation

· Repair/overhaul/replace decision

· Consumable piece parts

· Guaranteed reliability

· Configuration control

· Obsolescence management

· Technology insertion

· Warranties

