
DoD Use and Collection of Contractor Past Performance Information

1.0 -- Introduction.

Department of Defense (DoD) acquisition officials want to acquire goods and services that represent the best value for the Government.  Those officials’ confidence in a prospective contractor’s ability to perform the contract requirements satisfactorily is an important factor in making a best value source selection decision.  One method of gaining this confidence is by evaluating a prospective contractor’s performance on recently completed or ongoing contracts for the same or similar goods or services—or, in other words, DoD acquisition officials can use Past Performance Information (PPI) to help them make best value source selection decisions.
PPI’s usefulness, though, is not limited to just source selection.  It may also be used to establish competitive ranges, to discuss progress with contractors during the course of contract performance, decide whether to exercise contract options, and decide between different vendors on multiple award contracts when awarding delivery orders.  PPI collected on contractors in the same or similar business areas (see 3.1 below for a discussion of “business area”), or for the same or similar goods or services, can also be very useful in market research (a continuing requirement for the DoD acquisition system) and in the development of acquisition strategies.  And, PPI can be very useful in motivating contractors to improve their performance because of knowledge that the government has decided that it will evaluate past performance when making new contract awards.

The DoD Components have collectively reached agreement on the proper methods for collection and use of PPI.  They agree that PPI collection and use should be “tailored” to fit the needs of each specific acquisition, as well as to the classes of acquisitions that any particular DoD buying activity might make.  They also agree that a “one size fits all” system is not desirable, nor are dollar thresholds that are set without regard to the nature of the specific business area or the needs of the DoD buying activities who deal with that business area.

This document describes a general thought process that will help DoD acquisition practitioners and managers decide when the use of PPI is appropriate, what types of PPI should be collected, and how PPI should be used -- not just for source selections, but for other purposes as well.  This document also provides a framework for achieving the objectives of Subparts 15.6 and 42.15 of the Federal Acquisition Regulation (FAR), which provide the regulatory guidance for evaluating PPI during source selection and for assessing contractor performance during contract administration.

2.0 -- Uses for PPI.

There are several beneficial uses for PPI in DoD acquisition.  These uses include evaluation of risk of performance, allocation of oversight, and the review of resources.  Also, as indicated above, PPI may motivate contractors to improve their performance on current contracts as a result of the government’s decision to evaluate past performance information when making new contract awards.  When collected for multiple contractors in the same or similar business areas, or for the same or similar goods or services, PPI may establish trends which are useful for market research for developing acquisition strategies.  PPI can also help DoD acquisition managers make the source selection process more efficient and effective.  Below are expanded discussions of PPI’s use in three of the areas just mentioned:  evaluations of risk of performance for supporting source selection decisions, methods for making the source selection process more efficient and effective, and market research and acquisition strategy development.  These discussions provide further detail about how useful PPI can be, for source selections and other purposes as well.

2.1 -- Source Selection Decisions.

The objective of the source selection process is to obtain the best value for the government through a trade-off approach.  Specifically, a trade-off approach is used to select the most advantageous offer based on both cost/price and non-cost/price criteria such as technical quality and timely delivery.  PPI directly relates to this objective by enabling the evaluation of one or more non-cost/price evaluation factors (e.g., past performance, production capacity, the management of specific processes, etc.).  PPI consists of assessments of contractors’ performance, information submitted with the offeror’s proposal, contractors’ references, or other information available to the contracting officer such as published commercial evaluations of the contractor’s economic well-being and performance.  Assessments are prepared by the contracting office (see FAR Part 42), and they generally include such areas as timeliness of performance, technical quality, cost/price, subcontractor management, and program management.  PPI can be used to help identify contractors with a record of low risk of performance, and thereby help the Government genuinely obtain the most advantageous offer through the integration of the evaluation of past performance with the evaluation of other factors supporting the source selection decision.  The significance assigned to past performance should be carefully considered when developing the source selection plan.

2.2 -- Methods for Making the Source Selection Process More Efficient and Effective.

PPI information can be an important element, along with other factors, in helping to make the source selection process more efficient and effective.  For example, PPI can help to identify early in the evaluation process the offerors who are the leading contenders for contract award, thereby helping to establish a competitive range early.

2.3 -- Market Research and Acquisition Strategy Development.

Market research is a useful tool for determining the availability of commercial technology, the level of technical sophistication available within an industry or in that industry’s goods or services, the industrial base available in a business area and the likelihood of that base’s continuing viability, and the potential qualifications of sources for targeted commodities.  As indicated earlier, PPI collected on multiple contractors, or for all contractors involved with specific goods or services, can be very valuable in making those determinations.  For instance, PPI might help with decisions concerning the use of non-developmental items or commercial items to meet new requirements or to modernize existing Defense systems or items.  Since market research plays an important role in acquisition strategy development, PPI thereby makes an important indirect contribution to the development of acquisition strategies.  But PPI, when collected on multiple contractors or for specific goods or services, can make a very important direct contribution as well.  For instance, PPI may highlight recurring difficulties with cost control, or with technical quality, timely delivery, etc., common either to a business area or to specific products or services.  This information can be used to develop special contract terms and conditions, establish realistic schedules, or refine technical requirements to help solve those difficulties for ongoing or future contracts.  PPI can also be used to help develop strategies regarding the nature and use of warranties, including the pursuit of commercial warranties.

3.0 -- Decision Process for the Use and Collection of Past Performance Information.

A number of factors should be addressed by the buying activity when determining whether use of PPI is appropriate for source selection, and what types of PPI should be collected and used.  DoD’s recommended decision process is set forth below.  It discusses “use” and “collection” together in one body in recognition of the principle that the intended use of PPI -- that is, how source selection authorities intend to apply PPI to making selections -- should “drive” the decisions on what information will be collected, and how that information will be evaluated during the source selection process.  The overall objective should always be to make PPI collection as efficient and effective as possible.  That same objective applies to this decision process:  No more time or resources than can be justified by usable benefits in making best value source selection decisions should be invested by DoD buying activities in any one or all of the decision process steps below.  DoD buying activities should keep in mind, though, that, in following this decision process, they are encouraged to team with any other buying activities, Defense or civilian, who may be involved with the same business area(s).  They should also remember that they are always expected to share PPI with other government buying activities.  However, PPI may include information considered sensitive or private by the contractor, or that may be in active use as “Source Selection Information,” so care should be taken that PPI is not provided to the offeror’s competitors or to other nonauthorized organizations or individuals.  Buying activity personnel should seek the advice of legal counsel when there are questions about the releasability of PPI.

3.1 -- Define the Business Area and Conduct a Business Area Analysis.

3.1.1 -- Business Area.

The first step in this decision process is for the government buying activity to define the business area (or areas) from which it acquires goods or services.  A business area consists of a group of goods or services which share similar characteristics and for which the buying activity can develop a comprehensive and forward looking acquisition management planning process.  Business areas can be defined very narrowly (e.g., narrow gauge rubber bushings) or very broadly (e.g., communications electronics).  Buying activities should consider inviting industry advice when defining business areas.  Such advice can help them arrive at definitions that are neither too narrow nor too broad, and that better “group” companies using the same or similar practices and procedures for producing goods or services.  (That, in turn, might lead to the identification of previously unrecognized potential sources.)  Industry advice can be sought through discussions, public meetings, or through requests for comments on published announcements (as, for instance, in the Federal Register).  Buying activities must, however, make all decisions regarding business area definitions.  As a matter of law, that responsibility can be neither delegated to nor shared with industry representatives.

3.1.2 -- Business Area Analysis.

The next step is to analyze the business area, with the objective of developing an understanding of the internal and external factors impacting the buying activity’s relationship with that business area.  Some of the factors typically included in this analysis are:

Internal Analysis.  An internal analysis will develop an understanding of the past experience and future requirements of the buying activity in dealing with this business area.  This analysis should consider the current contractor/supplier base, past and projected requirements, and experience with the product or service, including funding profiles, and internal acquisition costs.

External Analysis.  An external analysis will develop an understanding of the characteristics of the industry in terms of size, growth and competitive forces.  This analysis should consider the market trends and performance of the companies in the industry, including capacity, market size, projected growth, industry profitability, cost structure including cost drivers, the availability of emerging technologies, particularly in the small business market place, the market share of the individual contractors, and small business capabilities.  An external analysis will also develop an understanding of the current position of those companies in the business area who are the buying activity’s suppliers, including a description of each contractor’s customer base, its position in the industry, and demonstrated quality and service performance.

3.2 -- Developing Business Area Goals.

The government buying activity (or, again, activities; always remember that this can be, and often should be, a collaborative and sharing process between all buying activities who deal with a business area) should develop business area goals which reflect the realities of the business area’s performance and which identify the improvements in specific performance factors that the buying activities have determined are necessary.  Some buying activity techniques for achieving the goals that may be appropriate are:  provide incentives for the contractors within the business area to develop or maintain a focus on continuous improvement; increase the number of high-quality suppliers; implement team approaches with suppliers as integral members of the team; recognize critical suppliers; integrate pricing strategies in all critical commodities/product areas; and recognize highly reliable sources of supply.  Here, too, buying activities should consider inviting industry advice.  Industry’s advice will help in setting goals that are both attainable and effective in motivating better contractor performance.  However, once again (see 3.1.1 above), buying activities must make all business goal decisions.  As a matter of law, that responsibility can be neither delegated to nor shared with industry representatives.

3.3 -- Define the Requirements for the Use of PPI in a Business Area.

3.3.1 -- Acquisition Strategy.

As indicated before, PPI collected for contractors in a business area, or for specific products or services, may be used as a valuable source of information in acquisition strategy development, including the determination of source selection factors; special contract terms and conditions; competitive range determinations; and market research to establish industry trends.  PPI may also be used to determine whether a contractor is performing satisfactorily prior to exercising contract options or selecting between different vendors on multiple award contracts for awards of delivery orders.

3.3.2 -- Source Selection Decisions.

PPI may be used to assist in selecting the offeror which offers the best value solution for the instant acquisition.  It may also be used in the source selection process to recognize superior performance (including compliance with proposed small and small disadvantaged business subcontracting plans), identify poor performers, recognize contractors’ efforts to improve products and processes, and to assess the risk of performance on future contracts.  Evaluation of proposals and selection of sources is based on cost/price, and other evaluation factors such as technical quality, proven past performance, management capability, and life cycle costs.  (Caution:  When past performance is one of the source selection evaluation factors, contracting officers need to ensure that its evaluation does not substitute for a non-responsibility determination without following the proper procedures; see FAR Part 9 and paragraph 3.3.3 below.)  One method that may be used to evaluate proposals is to conduct risk assessments.  Risk assessments can be performed in three areas:  cost realism, performance risk, and proposal risk.  PPI can be used to assess risk based on the offeror’s record of performance.

3.3.2.1 -- Cost Realism.

If other than a firm fixed price contract is anticipated, the Government must make a realism determination to assess the extent to which the offeror’s proposed costs represent what the contract is truly expected to cost (see FAR Part 15).  Verification of every item is not necessary when conducting a cost realism analysis, but independent and meaningful analysis is important, particularly where selection ultimately depends on the estimated cost of performance.  Generally, the realism analysis should consider direct labor cost, other direct costs, indirect costs and material.  The analysis should be tailored to the offeror’s proposed approach.  PPI can be useful for these analyses by indicating what contractors’ actual experiences have been with proposed versus actual costs, as well as what their actual experiences have been with specific types of cost.

3.3.2.2 -- Performance Risk.

Performance risk assessments help predict how a contractor will perform based on performance of contract requirements of similar type, size and complexity.  Identifying the performance risks associated with proposals helps ensure awards are made to successful performers rather than good proposal writers.  Additional information, external to the proposal, may be provided to evaluators for use in the evaluation, e.g., offerors’ recent and relevant performance history obtained from procuring and contract administration offices, government data bases, and on-site surveys.  This type of information is precisely what individual PPI assessments record.

3.3.2.3 -- Proposal Risk.

Proposal risk assessments aim to identify the risks associated with an offeror’s proposed approach for accomplishing the requirements of the solicitation.  Proposal risk is assessed, with a rating, for each non-cost factor.  Proposal risks are ascertained from the proposal’s specific design, manufacturing approach, materials and their relationship to the state of the art, subcontracting arrangements, or as a result of associated cost or schedule issues.

3.3.3 -- Responsibility Determinations.

A responsible prospective contractor is a contractor that meets the following standards:  has adequate financial resources to perform; is able to comply with the delivery or performance schedule; has a satisfactory performance record; has a satisfactory record of integrity and business ethics; has the necessary experience, skills, organization and ability to perform; has access to the necessary resources; and is otherwise qualified and eligible to receive an award (FAR 9.101 and 9.104).  Contracting Officers have the duty to determine contractor responsibility.  Contracting Officers often request pre-award surveys to provide the information needed to make a determination of responsibility; but, PPI can be useful to Contracting Officers in deciding whether to request a pre-award survey, or in making the responsibility determination itself.  (Caution:  repeated determinations of non-responsibility or repeated failure to select a particular contractor on the basis of PPI alone may constitute de facto debarment.  Contracting Officers should seek legal counsel whenever they believe such a pattern may be emerging.).

3.4 -- Assessing Past Performance.

Assessments of contractor performance are one source of PPI.  Assessments are the result of taking performance data and considering it in the context of the scope of the contract.  Assessments may take place either during contract administration, or after completion of contract performance.  (See 3.5.1 below for procedures for ensuring that the assessments provide reliable PPI.)  The buying activity (or buying activities) must decide what types of PPI add value to the source selection process for each acquisition or class of acquisitions, and decide how those types of PPI can be most efficiently and economically collected for use in future source selections.  Planned assessments of contractor performance should be tailored accordingly.  Assessments are required to be written and coordinated with the contractor for contracts in excess of $1,000,000.  (See FAR Subpart 42.15.)  “Types of PPI,” in this context, means, for example, PPI relating to timeliness of performance, quality, cost/price, subcontractor management, or program management, or any other type, or combinations of types of PPI that will be useful in making best value source selection decisions.  However, while it may have been decided to collect certain types of PPI for a particular business area, that does not mean that all of those types of PPI have to be collected and used for every source selection decision within that business area.  It also does not mean that buying activities are prohibited from collecting additional types of PPI when they are needed for a particular acquisition.  In other words, PPI collection and use requirements should always be tailored to meet the needs of the instant acquisition.  Assessments should include, as appropriate, the contractor’s name, address and telephone number; the period of performance being assessed, and a statement that the assessment is either a final or interim report; the contract number, initial value, award date, and completion date; the type of contract and whether it resulted from competition; a description of the requirement, including the Federal Supply Class and Service Code, if available; and an assessment, including a rating, of the contractor’s performance in specific areas (these ratings may include the performance of “partner” contractors or subcontractors in joint venture and teaming arrangements).  A supporting narrative rationale for any rating assigned is necessary to establish that performance under a previous contract is relevant to and a reliable predictor of performance under a future contract.  Examples of specific areas of performance which may be assessed are:

3.4.1 -- Timeliness of Performance.

Examples of what may be considered in these assessments include:  timely completion of performance or delivery; performance milestones; assessment of liquidated damages; timely response to technical direction, contract change orders and administrative requirements; and contract requirements, including contract close-out, reporting responsibilities (e.g., disclosures of patents and inventions), and contract administration.

3.4.2 -- Quality of the Product or Service.

Examples of what may be considered in these assessments are:  the performance of the product or service in actual use; compliance with contract technical or service requirements; submission of accurate reports concerning the technical characteristics of the product or service; and assignment of appropriate contractor personnel to the contract.

3.4.3 -- Cost Control.

Examples of what may be considered in these assessments are:  the adequacy of the contractor’s budgetary internal control system; negotiated and budgeted costs vs. actual costs; cost containment initiatives; number and cause of change orders issued; and the effectiveness of the contractor’s earned value management system.

3.4.4 -- Program/Contract Management

3.4.4.1 -- Customer Satisfaction.

Examples of what might be considered for customer satisfaction are whether there was prompt contractor notification to the government of problems and how effective were contractor recommended solutions.

3.4.4.1 -- Business Relationships.

Examples of what might be considered for business relationships include:  whether the contractor effectively managed the contract effort (e.g., the status of the contractor’s internal control system, including the accounting, billing, and estimating system; the production scheduling, etc.); and whether the contractor’s billed and claimed costs are allowable.

3.4.4.1 -- Recognition of Contractor Best Practices.

Examples of what might be considered for this factor include any awards or certifications that indicate the offeror possesses high-quality processes for developing and producing the product or services required.  Such awards or certifications include:  the Malcolm Baldrige Quality award, other government quality awards or certifications, or private sector awards.  Another example is any performance data that indicates the offeror’s products, services, or processes consistently achieve better results than those of other contractors within that business area.

3.4.5 -- Subcontractor Management.

Examples of what might be assessed in this include:  how effectively the contractor implements socioeconomic programs, including compliance with Utilization of Small Business Concerns and Small Disadvantaged Business Subcontracting Plan requirements; the effectiveness of subcontractor management, including problem resolution and cost management; and effectiveness of contractor recommended solutions.

3.4.6 -- Adjectival Ratings.

Adjectival ratings may be appropriate for describing contractors’ performance levels.  Examples of ratings which might be used are:

3.4.6.1 -- Excellent.

The timeliness, quality, cost control, and contract/subcontract management exceeded the government’s expectations.

3.4.6.2 -- Good.

There were no significant problems or issues.

3.4.6.3 -- Satisfactory.

There were no unjustifiable delays, and nonconformances did not impact achievement of contract requirements.

3.4.6.4 -- Unsatisfactory.

Nonconformances compromised the achievement of contract requirements.

3.5 -- Ensure the Integrity of the PPI Collected and Used.

PPI cannot assist in making best value source selection decisions unless it is an honest, unbiased description of a contractor’s performance.  Assessments of contractor performance should include a description of the problems encountered during contract performance and an assessment of whether the problems were caused by the contractor’s inattention or factors outside of its control; whether government action or inaction caused the problems; and how well the contractor worked to resolve the problems (including problems with subcontractors or “partners” in joint venture or teaming arrangements).  Any PPI used in a source selection decision should always be indicative of the risk associated with an offeror’s future performance, and must always be relevant to the source selection decision when taken alone or in combination with other information available to the Source Selection Evaluation Board or Source Selection Authority.  DoD buying activities should ensure that their PPI procedures provide for input, as appropriate, from program management offices, item managers, and Defense Contract Management Command contract administration offices and Defense Contract Audit Agency audit offices.  Buying activities should also ensure that their procedures always comply with the FAR requirements regarding the marking of PPI as “Source Selection Information,” the prohibition against release of PPI outside of the government, and the time limit on retention of PPI (three years).

3.5.1 -- Contractor Review and Comment for PPI Reliability.

FAR 42.1503(b) requires that contractors be provided copies of initial assessments as soon as practicable after they have been completed.  Contractors then have 30 days to submit comments, rebutting information, or other information for the buying activity’s consideration before the assessments are finalized.  Any disagreements between the parties must then be reviewed by the buying activity at a level above the Contracting Officer.  These procedures provide an opportunity to establish a fair and complete record of a contractor’s performance, and thereby ensure that PPI will be a reliable indicator of the risk associated with future contract performance for a relevant acquisition.  Buying activities should accordingly ensure that no PPI is used in making source selection decisions unless or until the contractor has had an opportunity to comment on the information.  (See also FAR 15.610(c)(6) for information on additional contractor PPI review and comment procedures that are applicable when conducting negotiations or discussions with contractors.)

3.5.2 -- Properly Considering the Age of PPI.

FAR 15.608(a)(2)(i) states that consideration should be given to the age of any PPI used in making source selection decisions.  This means that, ordinarily, PPI relating to performance several years ago on a long term contract should be given less weight than PPI that is only several months old.  (The contractor’s performance may have improved substantially since then, or may have deteriorated, because of changes in technology, facilities, management, etc.)  On the other hand, analyses that include “older” as well as recent PPI data may very well identify trends in the contractor’s performance that are strong indicators of risk associated with future performance of contracts.  Buying activities and source selection officials should therefore consider the need to appropriately weight “older” PPI, but also properly accept its value when used in trend analyses that extend through recent periods of performance.

3.5.3 -- Considering the Relevance of PPI.

FAR 15.608(a)(2)(i) states that consideration should be given to the relevance of any PPI used in source selection decisions.  PPI relating to the recent or ongoing production of a transport aircraft, for example, would be very relevant for the source selection for production of a new transport aircraft of similar range, payload, etc.  However, in “real life,” those kinds of direct comparisons to past and expected future performance are not always so easily made.  There are often substantial periods of time between the end of production of a DoD system or item and the start of production for its replacement, and over those periods of time, there are often substantial changes in required capabilities and performance, product technologies, production processes, contractors’ facilities and equipment, etc.  When considering the relevance of PPI to be used for making a source selection decision, buying activities and source selection officials should take into account the nature of the business area(s) involved, the required levels of technology (e.g., was “state of the art” required or not), the contract types, the similarity of materials and production processes, etc.  In other words, they should consider the degree of the PPI’s relevance.  For instance, experience developing automated electronic warfare systems software would be somewhat relevant to producing software for automated logistics systems -- certainly, more relevant than no software development experience at all -- but not quite as relevant as experience developing automated materiel management systems software.  Buying activities and source selection decision makers should also be alert to the possibility that some PPI that initially appears not relevant actually is (e.g., a contractor’s technical quality performance record for producing automotive components would be very relevant to producing aircraft components, if the materials and production processes are the same or very similar), or, conversely, that some PPI that initially appears relevant actually is not (e.g., the cost control performance record for a contractor that has never performed contracts requiring “state of the art” technology probably is not very indicative of the contractor’s cost control performance on future contracts that will require that level of technology).

3.6 -- Collection and Distribution of PPI.

Once buying activities have decided what PPI is necessary for use in dealing with a particular business area(s), the next step is to determine the best methods for collecting and distributing the PPI.  Buying activities should tailor their methods of collecting and distributing PPI to the requirements of the business area(s), and they should assess the benefits from using PPI vs. the cost associated with the chosen collection and distribution methods.  Some of the issues buying activities should consider are:

3.6.1 -- Collection.

When designing collection systems, buying activities should consider frequency of use, ease of collection, level of aggregation, ‘ad hoc’ vs. ‘report card’ approaches, use of pre-award surveys, use of award fee determinations, the cost and efficiency of collecting, accessing, and ensuring the reliability of PPI, the efficiency and reliability of centralized vs. decentralized approaches, and the maintenance of a reliable record of past contractor performance.

3.6.2 -- Distribution.

When designing distribution systems, buying activities should consider manual vs. automated systems, responsibility for ensuring the reliability of PPI (user or author), the cost benefit of the system, centralized vs. decentralized approaches, ease of use, availability of real time data, security (confidentiality of the data), possible sharing between buying activities dealing with the same business area, the types and level of access for PPI users, and the controlled distribution to industry for validation/update of an individual contractor’s PPI.
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