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Background
The mission of the Department of Transportation is to develop and coordinate policies that will provide an efficient and economical national transportation system, with due regard for need, the environment, and the national defense.  It is the primary agency in the federal government with the responsibility for shaping and administering policies and programs to protect and enhance the safety, adequacy, and efficiency of the transportation system and services.

The Department of Transportation (DOT) consists of the Office of the Secretary and ten (10)  Operating Administrations (OA’s):  The Federal Aviation Administration, the Federal Highway Administration, the Federal Motor Carrier Safety Administration, the Federal Railroad Administration, the National Highway Traffic Safety Administration, the Federal Transit Administration, the Maritime Administration, the Saint Lawrence Seaway Development Corporation, the Pipeline and Hazardous Materials Safety Administration, and the Research and Innovative Technology Administration.

This Management Plan outlines initiatives that have been implemented and those that will be undertaken by DOT to increase the use of Performance-Based Acquisition (PBA) methods, where they are applicable.  The DOT is committed to the target achievement level of 40%, established in the Office of Management and Budget memorandum, dated July 21, 2006.  The Department anticipates that the activities described herein will result in an annual increase in the number of PBA’s over the next five (5) years.  

Management Support

Recognizing the need for senior management focus on cross-cutting acquisition issues, such as the use of PBA, DOT has identified a senior manager in each Operating Administration to serve as Chief Acquisition Officer (CAO).  These modal CAO’s will work with the departmental CAO to champion PBA, in order to achieve the best results for DOT’s programs.

One of the most important means of enhancing the use of performance-based acquisition is for the Department to take a strategic look at its requirements. As part of DOT’s Strategic Sourcing Program, the Office of the Senior Procurement Executive has been working with the CAO, the Chief Information Office (CIO) and other targeted communities to establish commodity councils that look at cross-modal or departmental requirements.  In the commodity council setting, requirements can be reviewed to determine if PBA is appropriate.  As strategic sourcing efforts in the department continue to mature such that it is used for more service requirements, we anticipate that it will be integral to achieving the PBA goal. 

In addition, the Balanced Scorecard methodology is used to measure and manage performance of the DOT acquisition system.  Performance against the PBA target is monitored and reported on annually along with a number of other dashboard measures (e.g. small business program performance, purchase card usage, etc.).

These top-level management activities provide context for initiatives underway within DOT Operating Administrations to encourage use of PBA.  As an example, in October of 2003, the Volpe National Transportation Center, which is part of the Research and Innovative Technology Administration, moved from reliance on level of effort contracting to performance-based contracting.  The Volpe Center set an internal goal of using PBA in 50% of their acquisitions, which exceeded OMB’s target.   They established a PBA team, developed a transition plan, implemented new procedures, issued new guidance and provided extensive training. 

The Volpe Center modified $35 million in Technical Support Service (TSS) contracts to include new procedures for the placement of performance-based job orders.  They also modified an existing job order to include measurable performance standards; added language to all IDIQ contracts that performance-based task orders would be used to the maximum extent practical; and established Center-wide policy for all service requirements (regardless of dollar amount) that were not described as performance-based to include PBA.  Volpe currently requires that the Acquisition Division Chief and the Center’s Deputy Director must approve any requirement that is not performance-based.  

Additionally, the Volpe Center participated in five (5) sessions of Performance-Based Statement of Work Training that included approximately 175 Contracting Officer Technical Representatives (COTR’s), Task Order COTR’s and Contract Specialists.  Managers were sent to the Best Practices Forum and Training for Performance-Based Contracting and five (5) sessions of Post Award Administration of Performance-Based Contracts and Task Orders.  These classes were attended by approximately 116 COTR’s and Task Order COTR’s.

As a result of the Volpe Center’s activities, in FY04 the Volpe Center awarded nearly $75 million (69%) as performance-based, an increase of over $64 million compared to the Center’s FY03 achievement.   In FY05 the Volpe Center awarded $52 million (66%) as performance- based, once again exceeding the Department’s goal and OMB’s PBSA goal. 

Likewise, MARAD has been very ambitious and developed an Acquisition Guide (MAG Note 37-2) entitled “Performance-Based Service Contracting (PBSC)” which specifies that all services shall be reviewed during requirements definition for the applicability of performance-based methods.  The guidance also designated a PBA Advocate with responsibility for reviewing acquisitions with an estimated value of $500,000 or more to determine if PBA methods should be used.  

MARAD dedicates considerable training resources to PBA.  Regional contracting as well as Ship Management Program support personnel are trained in the application of PBA.  As part of the re-solicitation for the Agency’s Ship Manager contracts, MARAD employed a “tiger team” approach to fully involve staff in all facets of PBA, with particular emphasis on requirements definition and contract administration.  This approach consisted of a facilitator using business coaching and practical exercises to promote individual and team understanding of how to structure the Ship Manager technical requirements, and post-award performance monitoring, using a PBA approach.  Nearly, 70% of the acquisition personnel in the Office of Acquisition at MARAD headquarters have completed formal classroom instruction on PBA techniques.  Training for the remaining acquisition personnel is planned for FY07.   MARAD’s performance- based Ship Manager contracts incorporate structured Quality Assurance Plans for the performance-based technical requirements.  The “tiger teams” developed the Plans with assistance from commercial facilitators.  The contracts are also structured with optional award terms, which are only exercised based on the Government’s overall evaluation of acceptable contractor performance.  Contractor performance is evaluated every six (6) months by the COTR using an on-line performance evaluation system developed specifically for the Ship Manager Program. 

Policy and Guidance
The Office of the Senior Procurement Executive develops and implements departmental acquisition policy through the Transportation Acquisition Regulation (TAR) and the Transportation Acquisition Manual (TAM).  During FY05, the TAR and TAM were updated and reissued with the latest guidance and are available on-line at http://www.dot.gov/ost/m60.  The Department did not find it necessary to supplement the guidance in FAR 37.6 with respect to performance-based acquisition.  However, OSPE has issued Procurement Management Council Newsletters encouraging Operating Administrations to use tools such as the OMB Seven Steps Guide to Performance-Based Service Acquisition. 

Acquisition Process

Within DOT, there are routine independent processes and procedures that ensure consideration is given to the use of PBA in developing acquisition strategies.  These processes and procedures include:

· Annual forecasting activities that allow early exchange between procurement and program personnel in planning and selecting PBA requirements.

· Acquisition Plans are required for procurements in excess of $2 million and must describe the strategies for implementing performance-based acquisition methods or must provide rationale for not using those methods.  

Training

Within DOT, training is funded by individual Operating Administrations versus being centrally funded.  As discussed in the section of this plan entitled, “Management Support” some OA’s have required extensive training of management, contracting and program personnel in the use of PBA.  In addition, the Office of the Senior Procurement Executive (OSPE) has coordinated several teams from various OA’s to participate in the Federal Acquisition Institute’s PBA Team Training.

Training information is provided to the DOT acquisition community through PMC News articles published at least monthly by the SPE.

In addition, the OSPE has issued a new Contracting Officers Technical Representative (COTR) training curriculum to standardize training within the Department and to reemphasize the role of the COTR in ensuring successful performance under contracts.  Contracting Officers appoint COTR’s via a COTR appointment letter.  The letter sets forth the parameters of the COTR’s authority.  During post award meetings between the contractor and the Government, roles are reiterated.    In several of the OA’s when there are special conditions the COTR letter highlights those conditions for example, if a performance-based contract contains an award fee or award term provision the COTR appointment letter specifies the requirement to perform formal evaluations of the contractor’s performance to determine the award fee, or award term, earned by the contractor.  

On a monthly basis, MARAD’s Administrative Contracting Officer conducts conference calls with contractors providing Ship Manager services and the Quality Assurance Evaluator (QAE)/COTR to identify critical performance issues that may require contract modifications.  These, regularly scheduled conference calls emphasize clear communication of performance requirements.

Service Categories

A representative sample of identified Product Service Code (PSC) and North American Industry Classification Code (NAIC) categories were selected from FY05 and FY06 data on September 27, 2006.  All FY06 data is preliminary.  The sample selection was based on dollars obligated which were coded in FPDS as PBA awards.  The PBA and Non-PBA categories are presented in Appendix A.
Agency PBA Recognition Program 

While there are a number of award programs within DOT, there is none specifically to recognize PBA.

FPDS-NG Reporting
 Requirements 

Prior to March 2003, the Transportation Security Agency (TSA) and the United States Coast Guard (USCG) were Operating Administrations of the Department of Transportation.  They were subsequently transferred to the Department of Homeland Security when that Department was created.  On average, USCG and TSA accounted for 27% of DOT’s applicable obligations and 50% of PBA dollars obligated.  Appendix B demonstrates that without TSA and Coast Guard DOT typically awards 20% of applicable dollars using PBA.  

Future Performance-Based Acquisition Initiatives

DOT recognizes that Performance-Based Acquisition is the preferred method for acquiring mission related services.  DOT will continue to establish policy, guidance, and procedures that systematically increase and enhance the use of PBA over the coming years. 

As an initial step to improve DOT’s PBA performance, OSPE polled the DOT Operating Administrations to determine what they viewed as obstacles to meeting target achievement levels.  These include:

· Lack of customer buy-in on the use of PBA;

· Customers’ organizational culture and historical writing styles of statements of work;

· The learning curve associated with the use of PBA;

· Difficulty in developing metrics when there is no historical data available; and
· Improper coding of actions in FPDS
DOT plans to take the following actions to encourage the use of PBA:

· DOT will include PBA as an item of interest as part of the OSPE oversight program.

· DOT will send at least one team per year to FAI, PBA Team Training.

· OA CAO’s will be provided regular updates on the progress of this initiative including their organization’s performance.
· A Contract checklist is being developed as part of the TAM to ensure consideration of PBA. 

· OSPE will conduct in-house training on an as-needed basis geared to specific OA problems as they relate to improper coding of PBA data in FPDS. 
· OSPE will leverage the successful efforts of Volpe and MARAD to develop and share best practices across the Department.
Agency PBA Point of Contact (POC)

U.S. Department of Transportation PBA point of contact: 

Name:

Lenita Ahmadi

Title:

Procurement Analyst

Email:

Lenita.Ahmadi@dot.gov
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