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ABSTRACT

Office of HManagesent and Budget (DMB) Circular A-76
establishes Federal policy concerning the performance of
cosmercial activities (CA). The provisicons of Circular A-76
provide the criteria for conducting the cost comparison to
deteraine If a CA is more economicalily paerformed by the
governaent or private sector. The Performance Work
Statemc..t (PWS) provides the baseline for solicitation
docusents 1in the A-76 process. The research of this study
focused on identifying prcbiems in the greparation of the
PuUS. Research {included review of existing guideiines and
interviews of governaent and industry personnel invoived in
an A-76 solicitaticon at ghe Naval Postgraduate School,
Monterey. The study concludes that PWS preparation 1is
beneficial to the Navy, but Ilack of standardization
centributes to a iengthy, subjective process which inhibits

full competition.
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i. INTRCDUCTION

A. GENERAL COMMENTS

The United States Government, [ike any private businesas,
strives to opareate efficiently. Unfaortunately, this
objective is hard tc attain, The lack of a genuine wmarkst
and its associated competition is a significant barrier to
the government’s sanagers. Without coapetition, it is
axtremaly difficult to assess the relative efficiency ot the
governaent’s operations.

The use of competition is the underlying principle of
the Navy Commercial Activities (CA) P*ogral. The general
policy o! the government in this program is "tc rely on
commercial sources to supply the productas and services the
Government needs.® (Ref. 1:1] Offfice of Fanageaent and
Budget ({(OMB? Circuiar A-76 establishes Federal policy
concerning the performance of commarcial activit@es.
Circular A-76 delineates the steps which must be taken to
determine whether a service is best performed by an in-house
governeant organization or by & commercial contractor.

The heart of the A-76 process is the Pertormance Work
Statement (PWS). The PWS specifties the job requirement and
is the governaeni document ftror which the con*ract is drawn.
1t must be understood the same way by al! parties frcom
government and Iindustry perspectives. Clarity of the PUWS

sust be achieved tc ansure fair competition as well as to




secure the proper service as originally neoded. It 1t 1is
not wsutually understood, problems can arise wvhich affect
quality, cost, and relations, (i.e., post-avard contract
adeinistration costs and pousibility ot contract breach).
In most cases where sarvice contract prob.emgz arise, the

root i{is a poorly prepared PUWS.

8. OBJECTIVE OF THE RESEARCH

The objesctive of this research |is to ascertain
derloicncics in how PUS’'s are drafted and used in the A-76
prugraa, Daficlencies in thisz thesis are shortcomings that
contribute to an inefficient and ineffective contracting cut
preceas. Accordingly, the cost in money and time of PUWS

preparation and use is the primary focus.

C. RESEARCH QUESTIONS

Primary Researci: Question: Yhat are the principal
problems experienced in the use of the PWS as a basaline
for solicitaution documents in the contracting out process,
and how might these problems be "'esolved in the pre-avard
process?

Subsidiary Questicns:

a. What is a PWE and haow is it preparerd?
b. How is the PWS used in the soijlcitation document?

c. What are the principal problems associated with the

PWS in 1{ts preparstion and use =28 a contractural
document?
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D. SCOPE OF THE THESIS

The thesis will focus on a recent A-76 study cconducted
at the Public VWorks Conter/Enginsering Division, Naval
Postgraduate School, Monterey (NPS). The A-76 study
involved responsss by three contractors to the RFP on on the
Base Operations Support Contract (BOSC). The thasis search
for information was limited to personne: directly 1involved
with the contract solicitation process. Navail Postgraduate
School perscnnel reasponsible for drafting, tailoring, and
reviewing the specific PUWS's used in this study wsre
interviewed for determination, tindings, and problems
agsociated with tha PWS. To enhance understanding the
problems experienced in the use of the PWS, personel trom

two ot the bidding contractors were also interviewed.

. METHODOLOGY

Preliminary research included a revieu of the hisiory of
the commescial activities program and policies, and PUWS
writing guidelines. Existing reguiations, instructions,
Frolicy guidance letters and current periodicals were
researched relative to the program requirements.

Fact-finding sessions and interviews were held with
individuals who were directly involved in the generation and
use of the PWS genearated for the A-76 study. The actual PWS

wag also thoroughly examined.




F. DEFINITIONS

The following definiticns and terws are applicable to
concepts used Iin this study.

1. Comwmercial Activities (CA)

A function either contracted out or performed by a

NHavy activity that provides a service or product that could
be obtained from a private source. A CA must:

be separable from other functions so as to be suitable for

perforaance eaither 1in-housa or by contract, and a

regularly scheduied activity ot shor{ duration associated
with support of a particular projact. (2:1-2]

2. Cost Comparigzon

A  process, using specific procedures, for

determining the economics of procuring needed services or

products from a private source, or from an existing or

propcsed CA. 12:1-2]

3. Conversion

The changeover of a CA from performance, by the
government to perforoance by the private secter, cr the
changeovar fros private sector to government. The forwer is
comsonly called “conversion to contract”; the latter,
®“convergion tn in-house." [2:1-3]

4. Gavernsent Function

A function o closeiy related to the public interest
that it pust be performed by governaent employees.

Essentially, the use of discretion in applying governaent




authority or value judgment in saking government ocecisions

constitutes this close reiatioriship.

G. THESIS ORGANIZATION

The organization of this thogiu is structured such that
the reader can logioally follow the development of problems
experienced in the pre-award process by the dra(tcrs
and users of the PWS. The thesis begins with the histerical
background of the CA progrsa and leads to problaean
agsociated with the methods ot PWS preparation.

Chapter ||l presents an overview of the CA progranm. The
histortcal background and current progras status are
acdrassed. The wmechanics of tha A-76 process up until
contract award are thoroughiy detailed.

Chapter [!l presents the actual PWS preparation procass
as delineatead in current guidelines. Common prohilems
associzted with PWS preparation are aiso addressed.

Chapter IV first describes BOSC-type contracts in
general. The specifics of the NPS BOSC solicitation are
then discussed. The chapter concludes with the actual
pracess NPS personnel usad in preparing tha PWS for the
solicitation.

Chapter V ccntains the researcher’s canclusions and

recosmendations to improve the PWS process.

10




1. COMMERCIAL _ACTIVITIES PROGRAM_FRAMEWORK

AND_BACKGROUND

A. -HRONOLOG 1CAL BACKGROUND

The concern over government

competition with the private

sector has its roots in the years folluwing thae Great
Deprassion. This concern did not truly receive Executive
Agency support until 16854 when President Eisenhower first
attespted to establish a government policy of placing
reliance on the private sector for the supply of certain
goods and services. The Bureau of the Budget (BOB) issued
the first of several bulietins in eariy 1955 which
established a policy that the federsl governaent will not

compete with the private sector

arcna,

this general policy by mandatin

the government and private sector to

similar
following policy.
In 18686,

Circular A-78. Its

upon tha private saector for the products and

governsent needs.

Policy--the guidelines

services for higher costs just for the

basic principle wvas to place

Specifticaliy,

in this
furtherance of the governsent’s gencral policy of

in the coumercial activities

Bulletins issued in 1857 and 1959 further qualified

2 coat ompariszong

batwaan
preclude obtaining

purpose of

the Office of Management and Budget issued OMB

reliance
services the
this new directive stated:

¢circuiar are the
relying

on the private enterprise system to supply its neaeds. . .

in some instances,

services it uses.

11

howrver it is in the national interest
for the Governaent to provide directiy the

products and




Circular A-76 provided that s government commercial gctivity
could provide goods o1 services only under one of the
tollowing conditionst

#. Procurement of a product or service from a cosmercial
scurce vou.d disrupt or materially delay an agency's
program.

. it 18 necessary for the government to conduct =a
commercial or indusirial activity for purposes of
comaba: suppor%t or for individual! sand unit retaining of
military perscnnel or to maintain or strengthen
mobllization readinese.

c. A satisfactory comamercial source is not availabie arnd
cannot be developed in tise to provide a product or
service when it is neaded.

d. The product or service is available from another
fedoral arancy.

€. Procurement of the praduct or service frowm a
commercial source will resuit in a higher cost to the
governaent.

The inten: of A-76 seemed quite clear. The rule was to

acquire goods or services from the private sector; the
exception was to provide thea in-house. [Ref. 3:6-7]

In 19€7 the circular received its first revision in the
form of cost cempar’/son procedure det-roination guidance.

No other substantive changes were made.

Throughout the next ten years, several government
agenclies criticized A-7¢ as ineffective and creating
needless controversy and concern. Resistance by executive

departwents and lack of incentives to comply contributed to
ineffective imyviementation of A-76. The value of (he

program was in question.

12




Consequently, a comprehensive review of the circular
began in 1877, The resulting new edition of the circular,
issued March 29, 1979, defined the steps which must be taken
to delermine vhen an agency aust contract out. Once again,
it emphasized reliance on the private sector and retention
of all governmental functiens in-house.

The commitment to reduce costs and not infringa upon
private enterprise b tha government was reiterated {n
Prusident Reagan’s initial year in office. in 1981 OMB
Director David Stockman initiated a thorough analysis of the
cost comparison methodology with an aim to streamline it and
make it more efficient. Revisions were made to the circular
A-76 that clarified the procedures, streaml ined the
methodology, and enhanced equity in the process. The
revised cgcircular was issued August a4, 1983. The current
policy is based upon three distinct principles:

1) Achieve economy and enhance productivity,
2) Retain Governmental functions in-house,
3) Rely on the Commercial sector.

OMB Circular A-76 has evolved inte a procurement issue
more than it has a private enterprise protection issue. The
disciplines taught to and practiced by contracting personnel
are wall-suited for the extensive, time-consuming cost
comparisons required to carry out a CA study. The ©A

procese is very cosplex and time-consuming. Today, 32 years




after the 1initial Budget Bulletin, the policies and
procedures are stilt not clear. Support is séill not strong
ags few people really underatand the process. Talk of
implementing new poiicies is not uncoamon, and resistance to

existing policy has precludsd effective implamentation.

B. PURPOSE

OMB Circular A-75 has an explicit purpose: the forces
of competition ensure eff{iciency and fair return on
investment. Tax dolisre are novw deing put to gond use by
challenging government maragers to find the most effective
and efficient msesans of doing business at the prevailling
pricaes. The A-768 program has evolved into a thorough
analytical effort aimed gt maximum productivity benefit to

the government.

C. CRITICISMS

The A-76 policy and purpose appear quite coherent with
obvious potential benefits. Nevertheless, the A-76 progras
has been the subject of controversy since the initial Budget
Builetin. Private busineasaen assert the commercial
activities studies can be gamed to retain functions in-
house. Government employee groups claim A-75 is a progras
to "contract out"™ at almost any cost. The National
President of the American Federation of Government Empioyees

testified before Congress:

14
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The 1illusion of hiding personne) costs by contracting-out
is a cynical political shell game in which, ths taxpayer
and federal ssployees lose, while private contractors and
political demagogues win. ([(Ref. 4:2-31]

Neither side i3 correct. Misconceptlions like these have
retardad the A-76 program’s progrezs in becoming a firmly
entrenched policy of the government.

Majcr criticises which continue to haunt the program

include:

1. Excessive papesrwork. Disenchantment with the long

lezdtimes required and burden of paperwork to maake
studies persisix,

2. Loss of ftlexibility. Cosmanding officers of
installations often feel a iocss of control and a
correspending losgs of fleribility.

3. Contractor buy-ins. Concern exists that contractore

initially buy-in low only to subsequently raisz their
price in option years.

4. The_total _cost_of contracting-out is not weighed.
Costs of Jlost accountability, and of incresassd
uncartainties Jrom sirikes and bankruptcies are not
sdequately addressed.

S. Contracted services are insufficientiy monitored.
Surveillance of private contractors is thought te be
substandard and consequantly, the quality suffers.

6. Feoderal work force morale drops. The perception alone
of a CA study being considered for an organization 1is

encugh to adversely affect morale and thus,
productivity. [(Ref. 5]

These c¢riticiams of the Circulay have sericusly ispeded
its implementation. Further invastigation and resolution of

thece {ssues are needed to make A-76 a workahle, effective

programs.

15
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D. CURRENT PROGRAM

The actual A-76 process 1is ctraightlorwvard. It is
analogous to the "aake or buy" prouess in private industry.

The ftirst step to any CA gstudy is to doateraine the
commercial activities. An inventory is conducted by each
dase tc deteraine which functions are commercial n nature
and which are governmental.

A CA inventory includes tour distinct arexs:

1) existing in-house commerciul sctivities,
2) expansions

3) existing contracis, and

4) newv requiresents.

Reviews of existing in house compurciai activities
inciude a determination of whether the CA must be retained
in-house. In-house perforsance 1s authorized under four
conditions:

1) no satisfactory commercial source is avaiilablie.

2) the Secretary of Defense or his designee auvthorizes
exemption for national defense reasons.

3) the agency head determines that in-house patient care
would be in the best interesta of the agency.

4) government performance is lower in cost as
demonstrated through the cost comparison procedure.
[(Ref. 1:4-5]

After the Iinventory i3 completed, & CA a~valuaticn

schedule is deveioped to study the selected commercia)l

activities tor possible conversion to contract.

16
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The current program requires a complete review of all
Navy CA’s by 30 September 18£7 [Ref. 2:3-11). Aftter this
initial review, functiors approved for in-house performance
are required to be recospeter within five years. These
original intentions oay have been too ambiticus. Current
projectionz indicate that the reviews are significantly
behind schedule. The time it takes to actually perform the
studies has been excessive. Original estimates of a one
year evaluation period have actualiy evolved into a two year
paeriod.

Once a CA i3 notified of possibie conversion to
contract, the next step is the development of a Performance

Work Statement (PWS). This is the wmost difficuit and time

consuming step 1in the process. The PUS states the
government’s requirements. It includes a gstateament of work
(SOW) anid quality assuranrce plan. It can be seen here that

the PWS is pivotal in the process of contract performance.
The most qualified personnel of the activity’s functicnal
areas typically assist 1in the PWS preparation. A team
approach must be followed to ensure a quality PUWS is
produced. A detailed explanation of the PWS and its
preparation can be found in Chapter 1I11.

The next step in the A-76 process is the HManagement
Study. The purpese of this study is to identity essential
functions to be performed and determine organization

structure and procedures for the most efficient in-house

17




performance. Based upon the PWS requireaunts, the
Managesent Study Team wiii prepare the most etficient
organization (MEQ) for the in-house performance of these
gservices with emphasis on essential functions. Analysts,
functional managers, and supervisors comprise the team which
conducts this internal msanagement review. Inputs from
eaployees, unions, and manpower studies are utilized
throughout this process.

dase nanagement develops a cost escimate of government
performance using the MEO and PWS as its guidance. This
"bid"™ s submitted to the contracting officer where it |is
sealed in a safe until time for the cost comparison.

Yhile the base sanagement develops its bid, the
contracting officer uses the PWS to solicit bids or
proposais irom private industry. The procurement office is
regsponsible for issuing the solicitation document with the
PUWS to commercial sources. The contracting officer can use
either an invitation for bid (IFB) or request for propo=sal
(RFP) as the solicitation procedure. The IFB is used when
the service can be clearly described and is awarded *o the
low responsive and responsible bidder. The RFP ig used on
complex and multi-functional contracts where the
requirements may be satisfied by a variety of approachas.

This 6iocedura utilizes the management =&nd technical

18




expertise of the contractor and does not require award to
the lowvest bidder.

There are certain requirements peculiar to CA
contracting that need to be included in any sgsolicitation
package. The contractor must be notified that award s
based solely on s cost compariscn betweann the apparent

successtful commercial bidder and the governaent's in-house

estimate. Consequently, the solicitation may be cancelled
by the government f in-house performance is more
economical. Additionaily, the contractor must be inforamed

that he is required by law to offer emplioyment to any
qualified government eamaployse who is displaced as a raesult
of a CA atudy.

After recelipt of the proposals, the evaluation criteria
established by the contracting officer are usaed to determine
which offer ‘s most advantageous to the govarnaent. It a
RFP i3 wused as the solicitation procedure this socurce
selection process usually involves negotiations as well.

The 3elected contractor’s proposal and the In-house
Management Study are then cospared in accordance with O0OMB
Circular A-76. The purpose of this cosparison 1is to
determine the tota! cost to the government if a contraczt is
awarded. This comparison is such more than a bottoms-line
co.parison. Personnel, one-time conversion, and contract
adeinistration costs are three of the eleven costs

calculated on the cost comparison fornms. A conversion

19
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ditferential (10 percent of the in-hcuee personnal-related
costs) is 2ddod to the contractor’s proposal. This is for
consideration of the iosas of production, decrense 1In
effiociency, and other risks anticipated with a corversion to
cantract.

The ocst to the government is then comvared o the
governeent's total in-house costs. These two figures
deteraine whether the servicaa are performed in-house or by

contracti. .

20




I11. THE PERFORMANCE WORK_STATEMENT (PWS)

A. GENFRAL/CURRENT GUIDELINES

The PWUS is a performsance-oriented statesent of work.
Accordingly, it shouid state what the oxpected standard 1is
and the acceptable quality levsls. Deatajiled procedural
guidance must be avoided. The PWS dueg unot tell the
contractor how to perform the task, but rather what the end
result 1 mmt be. For example, in the IFB studied, the

contractor must maintain the grass within a height range

from 1 1/2 to 2 inches tc meet the HMaintenance Lavel I
requirements. The contractor sust be allowed %o use his
discretion in the allocation of his resources. The PWS can

encourage efficient supply by allowing the contractor to

make aanageament decisions concerning the selecticn between
alternative methods.

OPNAVINST 4860.7B cleariy delineates the wethods for
developing the PWE. "Uriting and Administering Ferforeance
Work Statements™ i3 Enclosure (2) of this instruction. This
83 page section is actually GFPP Pamphlet #4 developed by
the Air {orce Logistics Management Center. By examining a
broud section of service contracts, a team fully tested and
refinad various ideas i1n the dsveiopaent of this pamphlet.

This writing 'gulde L.as supposedly proven itself as an

exzslient mcthod to ensure the government gets what it pays

21
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for and remains the principal juidancs availlable for PUWS

writing.

B. PREPARATION
PUS preparation ia broken down nto three phases:
1) Job anualysia
2) VWriting the statement ct work
3) Writing the surveillance plan
1. Job Amalysis

The analyst reaches the performance required by the
contractor after proceeding through a step-by-step proness.
Seven specific steps are fol liowed. First, the organization
is analyzed and the services provided sre identitied.
Typically, a wission statement is |.ﬁorathd, and the
organizational elsments and services perforsed (normal! and
contingent) are identified.

Second, the anajyst prepares a tree diagram or work
breakdown structure (WBS) which breaks a job or service inte
sealier parts. This diasgram is quite useful as it later
serves c«s the outline for the work -tat-iont and as an
accounting t-ol.

The third atep is the waork analysis. This step
further breaks down the tree diagras into input, work, and
output. The analyst aust understand what {s neoded to do
the task, what comprises tha task, =and what the task

produces to develicop an sffactive work statement.
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The fourth step is data gathering. This applias only to
tlre services to ba contracted. Workload data and resource
data a/e the two categor’es of inputs required .:f the bidder
is to bid intelligently. Historical information fg modified
with projectod changes to reach an estimated workload.
Rescurces nesded to perform the work are then calculated and
typically tall into one of the following suboategories:
personneil, facilitias, equipsent, or mapterial.

The ftifth step is perforsance analysis. Pertormance
values for each survice are assigned. These values have
three components. An indicator must first be assignaed which
is a measurabie characteristic of the service. For example,
the indicator for grass cutting is grass height. Next, a
standard is set which clearly states the acceptable
perfaormance. Finally, the acceptable quality level is
eatahl{ichad, This racognizes that ocoasionai failures
will occur and allows the contractor to deviute from the
standard by a certain percentage (sither i1 terms of the
standard or time).

The sixth step is to determine what directives or
instructions apply to the service to be provided. These
directives should be kept to a minimum, and classified as
either cptional or sandatory.

The seventh and final step is the analysis of
deductions. The analyst prepares the estimated contractor

cost of each service to be provided. These costs are then
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expressed In the statesant of work as a peraosntags? of totial
contraét cast. it the work i9 rot done satisfactorily, the
value of that work oan be withhe!ld.

2. Writing the Statesent_or Work (SOW)

A detailed job analysis should resuit in a smocoth
writing procesa. Since all daia collection and analysis has
beaen done in the job analysis process, all that remains to
be done here is to put the words in the appropriate service
contract formsat. |

The guidance sappears straightforwvard and trouble-

free:
- determine objectives
- deteraine governaent action
- prepare outline
- write "quick™ first draft
- first edit
- second person review by buyer or technical person
- final changes
- put in final form ([(Ref.6:45)
The drafter wmust be extremely careful. Every word,

phrase, sentence, etc. must be carefully thought out.
Ambiguous termg foster interpretation problems. A wvell-

written SOW {is paramount to successfui contract completion.
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3. UWriting the Surveillance Plan

Contractual requiresents, regardiess of how wel:
written are not self-enforcing. 1f the governsent does not
adequately enforce its original requirements, there is a
strong porsibiiity that thase requirements will not be met.
Compliance with the contractual requirements is dependent
on the contractour’'s own interests which rarely coincide with
the government's.

The surveillance pian assures that the government
maintains an active role in contract management through a
systematic contract adainistration procedure. The plants
goal is to deteruine Jf (he contractor neets the
requiresents of the contract, in terms of gquality and
quantity.

Surveillance plan development involves thrae m=major
staps;

1. ldentify key parformance indicstors.
2. ldentify intormation sources, and

3. Develop tools to tacilitate measuremant.

ldentifying performance indicators occurred earlier

in the job analysis phase. The main task now 1is to
distinguish which performsance indicators are critical to
evaluate the service. Manpower constraints preclude the

sonitoring of all performance indicators and even all values
they may assume over the contractual period. Therefore,

only the key indicators are included in the surveillance
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plan and these aust be sampiad in a coherent manner az by
using MILSTD-1050. ldeally, the analyst 3houid select
indicators which ove:siar several functions toc best evaluzte
the service.

ldentifying inforartion sources involves the
selection of an appropriate fceddback mechanism which
accurately describes the quality of the service. Thure are
four principal sources cf information: Customer coaplaints,
randoa sampling, aanagement information systems, and
checklists. The use of management information systems and
random saaplings are the preferred methoda. Random sampling
is the wost frequently used smethod in A-76 contracte.
Managenent by s@sxception ig normally the approcach fol!llowved

in evaluating the service. RBasicelly, noncospliances are

recorded to determine a rourse of action. It the desired
quality level is met, then no action 1is taken by the
government, It the performance is unsatigstactoury

(substandard quality level), then the gocverns 2nt will take
action to adjust the performsance level.

Surveillance plan development concludes with the
generation of tools to facilitate the evaluation process.

In the casa of randcm sampling, a sampling guide is ar

appropriate tool. A sampling guide clearly describes the
acceptabie quality levei, ot size, zample size, sampling
procedure, ingpection procedure, and acceptablie deviation
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lovels. An inspector uses this guide to gether the
information needed to evaluate the perforasnce of the
service.

After the surveillance pian is developed, the PWS
uyses a Pertormance Requirerents Summery (PRS) to exsrcise
the government’s righty under ingspection. The PRS ig based
on the deductiions calculated in the job analysis phass. it
assumes the defects cannot be corrected by the contractor.
Therefore, the contract price is reduced to reflect the
reduced Qalues of the services performed. The PRS sets forth

a precise method and formula to calculate this reduction.

C. COMHON PROBLEMS

Current Navy guidelines spell out problemss that shoulid
be avoided during the PWS preparation process. Drafters
should pay particular attention to these pitfails to ensure

the PUS {s a clear and comprehensible documsent. Among the

anst common probiems are:

». Too_much_procedural guidance. The drafter must ensure
the contractor is told what to do and not how to do
it.

2. Long and wordy sentences. Sentences should be simple

and direct. Basic subject-verb-object order shouild ve
the drafter’s goal.

3. Unfamiliar terminology. The drafter ghould be carefui
not to use terms that could be sisunderstood by the
contractor. Ccmmon language is the key.

4, Vague and uncleer termss. Anbiguity aust be avoided
through the use of consistent tersinology throughout
the P#WS.
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IV. BASE_OPERATIONS SUPPORT CONTRACYT
AT_THE_NAVAL_POSTGRADUATE SCHDOL

A. GENERAL

A Basé Operating Support Cortract (BOSC) is a speciftic
type of service contract within gho Department of Defsnse.
Ravy BOSC’s are adalinistered by the Naval Faciiities
Engineering Con-nﬁd or Naval Supply Systems Comusnd
depending upon which coamand has the wmajority of the
functiona. BOSC'a include such services as pes:t controi,
food service, and housing and grounds maintenance. A
typical BUEC is a large multifunction prucuressnt ~ith one
prims contractor. AHQIO miliion BOSC i3 not uncommon. The
front-end cosats as?ociated with solicitation preparztion,
bid evaluation, and selection must be coffset by the size.
Less contract adainistration costs znd minitmal government-
to-contracter and contractor-to-contractor interfaces are
the advantages of selecting one prime contractoyr. Noraally,
a4 BOSC i3 oriented towards performznce spacifications where
the =sathnds and msanagement of performance are at the
contractor's discretinn.

The Department of Defens: conducted 1,054 ROSC-type
competitions from early 13979 through 1984. In-house
activities won 48 psrcent of these competitions, primarily
by tidding well below thelr precompetition costs. These

critical snelf evaluations realized through computition have
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resulters 3In a 20 percent reduction in operating costs

prihﬁbily big;uis s mctivities are nov wmore conzcious of

vastetul practices than ever before.fRef. 7:31. Traditional
practices such as working within a budget and adhering to

standard oporﬁtfng praocedures Bavo-cOntributed to these cost

" mavings.

BOSC's offer several advanta¢§¢~hoslda: the lower costs
of performsance ana céﬁtrnct ad-iniuti:tl;n. Fluitbllity is
a significant attribute. sosc;s offer the fxexih::ity to
add work dcpoﬁéins ‘upon the scope and contract type.
Additionally; a cou-iicinl contractor frequently poegesses a
multi-skilied BOSC work force. This allows the : ..fting of
‘resources without azignificant costs and disrﬁption to the
hase. For example, in one current BOSC one contractor
oparates 28 buses with only 15 full-time drivers since
ground saintenaunce workers augsent the regular driver's pool
vhen needet (Ref. 7:51,

The size alone of a BOSC ia large ernough to attract the
established leaders of industry who are concerned with
quality perforsance and thair reputationse. For example, Pan
Amcrican World Services, inc. is responzible for total base
maintenance at the Navy Submarine Base in Bangor,
Kashington.

Convarsely, BOSC‘s huave digadvantages. Al though they
w2y be more flexibie than several omall rontracis, BOSC’s do

not offer the same Tlexibility as in-house performance.
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Changes often involve extensive adsinistrative actions which
can be time-consuming, costly, and disrupting. In the hands
ot a poor contractor, a BOSC can be a nightmarae.

Cost control =msay be a problem in a BOSC. Sualler
contracts often isolate iIindividual functions to their
associated costs. Consaquently, ocontractor performance
evaluation is -traiﬁhttoruard. BOSC's, are on the other
band, are more difficult to evaluate. Shitting of resources
within a BOSC contractor’s organization presents costing
problems.

Nevertheless, the benefits appear to outweigh the costs.
BOSC®s exhibit smart business practices and are consistent
with the goals of A-786. The introduction of competiticn
into base support services has forced commercial companies
and in-house activities (o seek innovation cost-cutting

strategies.

B. BACKGROUND

Fiscal year 1982 @marked the Navy's firet concerted
effort to fully implement A-78. Up untii that point only 98
Navy CA gtudies had been completed frow FY 1979 (the year of
the circular’s last revision) through FY 1988%. Thia
represanted a very small parcentage of the Navy's CA’s. in

FY 1982 alone,' the Navy completed 153 studies, followed by
240 in FY 1983.
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Consistent with this effort, in late 1981 NAVFAC U=gstern
DlQision Iooatid in San Bruno, chirornia directed the Naval
Postgraduate School to study several function for possibie
conversion to contract in accordance with the CA prograa.
The functibnu fell under three broad oateagories: Public
Works (PW), Educational Meiia Department (EMD), and Supply.
In March iéaz, Western Division directed the Naval
Postgfnduaté School to prepars tho' Performance Vozrk
Statewent for the solicitation document. Western Divieion
planned a !olicitatiop issue date of 31 May 1983 to aliow
sufficient time for proper advertisement and source
selection in FY 1983. Accordingly, sealed offers ware to be
subaitted on or before i1 August 1983, or sixty days after
the salicitation issue. The PUS praparation period of March
1882 through Kay 1983 was considered aapie time to prepare a
clear and unambiguous PUS.

In accordance with its original plan, GWestern Divigion
issued the BOSC-type request for proposal (RFP) 31 May 1983.
This solicitation involved base operation and maintenance
services tor the Naval Postgraduate School and the Naval
Facility, Point Sur. Westein Division grouped all functions
into a BOSC-type document primarily because it felt one
contractor could perform all functions which would resuit in
lower cost to the governsent. Although two distinct bases

vere invoived in the solicitation, Western Division felt the
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wvork breskdown tell in such a manner that lent itselft to
smooth sanagement by one contractor. The PW¥ functionz were
to be performed at both bases with the exoeption of
custodial services and transportation operations (Point Sur
only). The EMD functions invcived only NPS, and the Supply
functions (including food sarvice) involved only Point Sur.
The resaining PW functions were:

1) pest contraol

2) transportation saintenance

3) boilar plant and distribution system msaintenance and
operations

4) aduinistrative teiephones

5) family nousing maintenance

6€) other buildings saintenance, and

7) groundas/surfaced areas smaintenance
The soclicitation document Tojiowed the unifors contract

format of schedule, general provisions, documents, exhtbits,

attachments, and general instructions. It was ~*ha sheer

size of the document that distinguished it fros others. The

solicitation exceedad three hundred pages.

The PWS section included five subsections totaling 164
pages: general, adainistrative, definitions, specific
tasking, and appiicable directives and publications. This
did not include the 19 technical exhibits referred to
throughout the PWS. The most cumbersome subsections wvere

the last two. Eleven annexes comprigsed the specific tasking
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subsection which totaled 125 pages. Each' annex addressed a
,iqugylo funaetion. Transportation - saintenance and
2;irntionl . were ocmbined into one annex. Supply services
and food services were two separate annexes. The remsaining

tfunotions each had tts own awnex. Thée annexes and thelr

zcorrtupondin¢~ﬁﬁ-bnr of pages wvare:

1) Pest control (13)
2) Transportation maintensnce and operations (4)

3) Boiler plant and distribution system maintenance and
operations (8)

4) Food services (25)
5) Audiovisual services (10)
6) Adainistrative telephones (&)
7) Maintenance of military family housing (18)
8) Other bulldings saintenance (18)
#2) Grounds/surfaced areas mtrintenance (£3)
10) Custodial services (8)
i1) Supply opsrations (3}
£ach annex brok§ down even the most stmple service into
painstaking detail. For example, the food service section
included such guidance as to what constituted clean windows
and dbors. Actusl proc‘durcl were not delineated but
standards vere.
The applicable directiver and publications subsection
was equaily exacting. Although ornly eight pages in length,

it iisted 112 different ducuments. Additionally, it dictated
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the contractor assume full responsibility for any changesa in
the form of supplements or amendments to the relerances.
Each docusent wag coded either advisory or msandatory. The
contractor was obiigatad to fo!low th» mandatory items only
to the extent stated in the specification whan a specific
paragraph was referenced. Nevertheless, the raquirement wvas
substantial given that only 20 of the documents were
advisory.

Degspite the guidance contained in the original PUS,
Naval Postgraduate School personnel stiill considered the P¥S
incomplete. As 1s often the case, PWS praeparation time
actually required more than the allotted tioe.
Neverthe less, Western Division issued the RFP sclicitation
with an incomplete PUS. Consequently, the RFP required a
toitai of eieven amendments over a six and one-half aonth
period which ultisately resulted in a 9 January proposal
submission deadiine.

The tirst fcour amendments prisariiy invoived additions,
deletions, and modifications to the original PWS ana the
technical exhibits which contasined the historical data
inforsation on which the offeror must base hic proposel.

Some of these changes includad:

- reclasgiftying "saterial costs"™ as "material iInvoice
costs"

- ugsing strictly the "Corps of Engineers Safety Manual®
rather than in conjunction with OSHA Regulations
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- holding the contractor responsible for providing
petroleua, ofil and Jubricant pruducts tfor
transportation services

- adding a No. 5 oil reguirement to the natural gas
requirement in NPS boilers

Al though these amsendnents vere relatively eRsy to
incorporate {(into a proposal, it would bs unfair to expect
the offerors to sti]ll meet the original deadline.
Acoordingly, auendsent five postponed thu proposal receipt
date to 30 August 1983.

Apendment six (24 August 1583) postponed the raeceipt
date to 25 Ootober 1883 in anticipation of & revision to the
technical axhibits. Data accumulation proved to be a
afgnificant problem Lhroughout the PWS preparation process
as a thorough jJob and cout acocounting system was not iIn
place. This deficiency resulited in the use of either
incomplete or inaccurate estimates in the original technical
exhibits. Consequently, ameadaent sevan contained
significant technical erhibit revigsions which forced the
offerors to reviaw their proposals and the governmeni to
postpone the proposal recaipt deadline.

Amsndaent eaight contained minor revisions to tvo
annuxes.

Amoendment nine (1 November 1983) delcted all portions of
the basic RFP and amendments one through eight as pertaining
to NAVFAC, Point Sur, in anticipation of its ctasure. This

eliminated annexes 4, 10, and 11 und reduced the scope of

36

Y T SO




all others eaxcept annex 5. This reduced the scope of work
aignltlonntly thereby affecting the offesrors’ proposais.
Consequantiy, the government postponed the proposal receipt
deadline until 16 December 1883.

Amendment ten did not aftect the PWS nor the scope of
work

Amendmeant sleven (19 Decesber 1983) postpo ed the
receipt date until 6 Jan 1884 to allow additiona) tln: tor
the offercrs to prepare their proposals since ths source
lnlcotion‘proooa- would not commence until after the holiday
period.

The RFP required the offerors to subait price proposais
for the base contract year (including phase-in) and each

individual option year one through four.

C. PREAWVARD PROCEDURES

1. Governaent Solicitation Preparation

The government spends a iarge amount of time and
money in the preparation of the solicitation docusment. As
previousliy mentioned, the PUS preparation process is the
most expensive and time-consuming.

The Naval Postgraduate School PWS process took
almost two years to complete. Untamiliarity with the A-76
process and lack of supporting docusentation and data
precluded a amoother, shorter process. Consequently, the

sactual procedure differed substantiaily from the published
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guidelinea. The SOVW writing phase actually preceded ' job
angiysis phase eince there wvas Ilimited data availsble
initially to the BOSC coordinator. Throughout the aeantire
PWS process, the historical data was constant!y updated to
best reflect the solicitation®s requirewments.

The initisl step in this study involved travel ¢to
Pensacola, Florida of threr top sanagers of the functions
plannad far study. Naval Air Station, Whiting Field had
completed a similar CA study in 19882, The prisary objective
of the travel was to obtain first-hand inirormation of the
process and problems. These three individuals also returned
with a copy of the Pensacola CA study. The framework for
the Naval Postgraduate School study was basad primariiy upon
this inforsation. A base engineer nf the Engineering
Division then examined generic PWS's developed by the Naval
Faciiities Engineering Command (NAVFAC).

Although considered use?ul by the engineer, the
ganeric PUWS’s still required extensive modification to fit
the speciftic regquirements of the base.

After extensive tailoring, the "rough®™ PUS's were
delivered to the shop forsmen for second person roeview.
Tiis is where the workers themselves had the cpportunity to
provide inputs. For the first three months of the PWS
procesas sach shop foreman conducted weekly "quality circles”
where five or six workers discussed what shouid be included

in the spescific tasking subsection of the PWS. Tha shop
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foremen then consolidated and refired these inputs. This
took a considerable amount of time. Although these PWS’'s had
already beson talilored to the base, one interviewee stated it
took him three sonths, four hcurs per day to acourately
reviav theas. The primsary reason tor this lengthy review
process was the lack of inputs on how the job was being
done. Accurate data on how a job was done and how long 1t
took was not readily availiable. Navs! Air Station, Lewmocore
provided inputs to the data acoumulation process since at
the time of the study, work performance data wvas not
regularly tabulated at the Naval Postgraduate School.
Consequently, activities who had studies done were used as
sources of information. Adapting data from other activities
to the HNaval Postgraduate School was, without question,
the mode of operation.

After the shop foremen tailored ths PUS’s, the base
engineer rechecked the PWS's and delivared thes to WVWestern
Division NAVFAC, the contract i{ssuing authority. In this
final state, contracting personnel chacked the PUWS's for
style, ambiguity, misused words, sentences, etc. Every word
had to be scrutinized to preclude possible interpretation to
the contractor’s advantage.

The final step in the PWS process involves the
developeent of a surveiliance plan or quality assurance

program. The BOSC Coordinator and three personne! froa the
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Commercial Activities Prograas Detachmant, Sau Diego
developed this pian In one month. Exact details concerning
the eurveillance plan were not clear since the BOSC was
retained in-house and the majority of the work was done by
the CA Detachment. The Public Wogrks Department doces not
currently use the QA pian since the guidance it has received
indicates the MEO will perform quality control. Two specific
documents support this cortention:
i) Comamercial Activities Program Detachaent letter Ser &
4860, dated 24 June 1983 states:
"A comprehensive Quaiity Assurance Program must be
implemented at the Naval Postgraduate Schcol to insure
the government receives quality work and service
shoul!d the Base Operations and Mainterance Functions
contained in solicitation RFP N62474-83-R-2945 convert
to contract.™
2) Chief of Naval Operations letter Ser # O9BL/4U306465,
dated 31 October 1884 stateg:
"Quaiity <control is one of two areas in A-76 cost
comparisons where the government is not required to
bid on the same worik as the n~ontractor. Shoul!d the
Postgraduate School perform the public works function
in-house, its MEOQO will perform quality control. it is
not required to establish a separate quality assurance
organization to monitor in-house perforamance."”
In sussary, the amount of man-hours expended on the
PWS preparation was excessive. The base engineer himself
worked in the PWS development process approximately half-
vime the first year, and full time the second year. One
shop foreman estisated that personnel in his shop (including
himself) worked between two and three man-years 1in this

process. An 1internal Public Works mewmorandum dated 12

April 1983 indicated since March 1982 the Public Works
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department incurred 219,922 in costs assoclialed with the CA
gstudy. Final estimates were in the #400,000 range.

2. Industry oftfer Prepzration

Three commercia!l contracting firms subaitted
proposails in response to the BOSC~-type solicitation, To
better understand the preparation process, the rasearcher
intervieved the president of one firm (Firm A) and the
proposal coordinator of another (Firm B). Although the
firmes differed significantly in experience Ileavel, the
process they used were actuzlly quite similar.

Firm A, founded in 1971, had msinimal experience with
BOSC-type contracts and submitted its proposal as a joint
venture with another inexpevienced firm (founded in 1980).
Additionally, Firm A immediately hired a consultant to
prepare the proposal. The consultant was a retired Navy
Supply Officer with extensive experience in Navy service
contracts and PWS preparation. it was felt this background

and understanding was critical to prepare a successtul

offer.

Firm A's direct involvement with the offer
preparation was quite limited. The consultant coordinated
the entire process. Firm A's personnalA contribution

consistad of clerical assistance and employee interviews
which totaled approximately 250 hours, The consultant
himself spent approximately 700 hours including the

interview time on the sclicitation preparation. The final
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proposal docuaent iotalod aver 250 pages coating Firm A over
325, 000.

Convergely, Fira B had axtensive experience in
service <contracts with the government. It had performed
BOSC-type work for several A‘r Force kases, bt had limited
Navy contiract experiesnce. Consequently, Firm ! appointed as
the oropcsal coordinator, a relativas newvcower whn had gailined
relevant e¢xperience prior to joining Firm B. Like Firm A,
Firm B felt that Navy expaerience was critical to a
successful preparation.

Firm B used an approach similar to Firm A's. The
groposal coordinator received limited inputs from lower-
leve! persannel arid relind @ostly wupon his past Navy
exper ience. Firms B's final proposal document totalad over
400 vpages costing Ficrm B approximately 20,000 and 400 man-
hcurs.

Both firme stregsed <experisnce is aextremely
valvable wvhen bidding BOSC-iype contracts. Even with
experience, hott firms recomnwended the use of consulting
servicses. it was clear to the researcher that each service
drafty its service contracts differentiy with distinctly
different terms, phrases, and atandards. Accordingly, firmas

feel *hiring the expert™ is the only approach available to

win coutracts.
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D. GQUTCOME

The source selectinn procesrs coamenced 16 Jnﬁuary 1984.
Five weighted factors as dalineated in the original
salicitation provided the basis for seiesction. The wmost
important factor wzs 'Hothoﬁ of Operation®. This factor
involved the svaluation of the adequacy and effectiveness of
hov personnel, facllities, and other resourccz would te used
to accomplish the work in ezch annex of the PWS. The
annexes were slso weighted {n that they were arranged in
groups by relative ilportnnch with Group A being the wmost
important and Group E being the least important. The
grouped annexes broke down in tha following manner.

Group A: 8
Group B: 3
Group C: 2, 5, +, Y
Group D:
Group E: 6

The second wost important factor was "Proposed
Organization®. This factor included evaluation of the lines
of authority and responsibility, span of control, position
descriptions, and the qualifications of parsonnel.

The remaining factors were afl weighted equally.
"Corporate Experionce"” evajuated experience in performing
work ot the same or similar scope and size as that required
in the annexes. "Managesent and Administration™ involved

evaluation of qualit, contrel, personnel recruiting =nd
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training, accounting, subcontracting., znd safety. "Phage-in
Expog}d&n‘ snd Plan” involved evalustion of the phage-in
schedule to assure availability ot kcy p¢rsonncl and sinimal
disruption. -

@pprouinaialy‘ ﬁﬁono month prior to the source
selection procesa, Western Division app;lntod six Technical
Evaluation fcn-s (TET's) and onﬁrTochnlési Evaiuation Board
(TEB). fé*’s consisted cof NFPS, VWestern Division, and
Coumercial Activitias Program Detachaent personnel familiar
with the area ‘hay were evaluating. The §ca-s and number of
parsonnsi on each were: |

Team Qi= Buildings and Structures (3)

Team 82: 2Audiovisual (2)

Team 83: Administrative Tnlophong/Fqllly Housing (2)
4

Team #84: Transportation Maintenance and Operations/Boiler

Plants (4) .

Toam #5: Pest Contro!/Grounds and Surface Areas (2)

Tean #6: !anagesent Review (7)
The primary focus of Taeass 1-5 was "Mathod of Operation®
evsiluation. Team 6 evaluated the remaining factors.
jarrative and point 3cores were assigned in accordance with
existing guidelines and instruotiona. This precess lasted
twvo veeks.

The TET's then presented thsir findings to the three-

member TEB comprised of Western Divisior and NPS personne..

The TEB members were all senior personnel in the Navy Pubiic
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Works community. The TEB's primary focui at this stage was
to consolidate and coordinate the TETs' evaluations.
Earlier in the process, iho TEB trained the TET msembers on
the evaluation sethods to ensure the TETs produced
evaluations of proper quality and thoroughness.

The TER then presented a briefing to the Source
Selection Board (SSB). The SSB aiso consisted of NPS and
Weatern Division Personnal. Unliks the TEB, these board
members wverc not part of the Navy Public Works co.nunity;
Specific areas covered in the briefing included:

- team conposition

individual/team training

- security measures taken

evnlu;tion resulta (point totals and narratives)
The SSB based its final decision on the contentas of this
brief.

The source selection process concluded in amid-February.
The cost of contracting-out exceeded the cost of government
performance by two million dollars. Consequently, the SSB
judged in-house performance to be wmore econoaical and
retained the BOSC solicitation in-house.

The government’s in-house estimate was based on the MEO
developed by the Shops Director, Publilc Works. The
approximate reduction of manpower from 97 man-years to 982

has held up. The manning levels have increased but only
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V. CONCLUSIONS AND RECOHMMENDAT IONS

A. CONCLUSIONS

The Apri-nry purpose of this thesis was to investigate
the probleas experienced 1in the use of ths PWS as the
baseline for solicitation documents in the CA program, and
how these problems oould be resolved iIn the pre-award
process. This was done through extensive Iiterature
research and interviews with government and industry
personnel. Based upon this research, the ressarcher
concludes: |

1. The PWS preparation process and_{ts _associated docu-
mentation is _a useful tool_for efficient management.

Belore this A-76 study, no crganizationa! anaiysis
existed. The mode of aperation ressmbled "squeaky wheel"™
sanagement rather than careful, methodical nlanning. The
FPUWS preparation process stimulated meticulous examination of
the organization. Managers investigated more efYicient and
aeffective procsdures and psrsonnel! assignments to meat thelir
requirements. Favorable byproducts of the process included
& anced management avareness, standardized procedures, and

clear responsibilities.

2. The PWS preparation process as it currently exists
ic unneceassarily lengthy and expensive.

Intervievees telt obligated to include as many
specifications as possible to ensure the tasks waould be

1 £0%° o properiy. Consequently, the money and time costs
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to detail thc.np.ctficntions vere excessive. Two related
percaptions of the PNS dioctate tals need to overspecity:

- The governasnt views the PWS as the nminiaum amount ot
quality and work that is accepiabdle,

- The governagnt perceives that the ocontrasctor views the
PUS as the imum amount of quality and work that
will be POrtorafd.

Consequentiy, . the govsrnment is challenged to win this
battle of proper partoruance with ovorlbcclticntion ar the

principal tactic.

3. Lack _of PHS standardization sliows. too such subjec
tivity in the preparation process.

The tirst rule for conducting an A-78 cost coaparison

is for the government and the conttietdr to base tha cost

figures on the same scope of work and the same level of

. portor-ancn; ‘Nevertheless, Iindustry personnel considered

the PUS s document with tremandous potential for abuse.
Considerable zkspticism existed as to the objectivity of the
entire procesz. It vas felt that the government can succeed
in wrongdoings since it statas tho-r.qulrcnint: develops the
spacitication, formulates its own bid, and aslects the
winner. Contractor personnel perceived little independence
in the proocess.

The PWS often contains "country ciub gspecs”™. These
types ot specitications force contractors to bid on
standards that the government itself doas not meet nor oplan

to meet. Writing specifications to a higher standard than
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what s snticipatad to be done is not only unfair but
illagal. It inhibits competition in commercial activities.

4. Lack of experience is a significant barrier to_entry
of inexperienced contractors into A-78 competitions.

industry personnel considerad the entire process as
one that could be easily gamed. Knowing how to play 1is
often more important than actual onpabilities.
Consequently, the industry intervievees felt that a
suweccessful offer required considerable CA expertise. As
previcusly mentioned, ore tire had approxisately 20 years of
experience in service contract and CA work. The other fira
hired an ex-Navy officer for consulting servicea. Only high-
povered personnel with theze ievels of experiensce couid be
expacted to develop a succegsful cffer. The barriers to

entry in the CA prograa can be overwvhelaing.

B. RECOMMENDATIiIONS

1. Tri-Service PWS

The Navy’s Gsneric PWS Program provides field
activities with standardized PWS's for common functional
areas. These standardization efforts have had !imited
success as the generic PWS’s are still notltully utilized.

Aithough efforts like these are visible in all the
gervices, there has been minisal cooperation among the three
services to standardize PWS's across the entire Department
ot Defense. Not a!l functions couid be standardized as each

aservice has its own unique commercigl activities functions.
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There are sany functions which could easily be standardized
within DoD. BOSC's are ideal candidates taor such a progras.
BOSC’s ir lve tasks that are not peculiar to a certain
service. Audio-visual gservioces, pest control, grounds
maintenance, housing saintenance, and food services do not
require digstinct procedures for each service. These cosaon
tasks should have common procedures with coumon language.

Efforts to standardize PUS°s throughout the DOD
would greatly streamline tha pre-avard process. Governsent
PUWS preparation time would be reduced. Neighboring cossunds
couild share “lessons learned™ and other idess regardiess of
service atftiliation. Industry would also benetit from such
a program. Familiarity with the specitications, procedures,
and terminoiogy would substantially reduce the proposal
preparation time.

The (ssue of independence in the process should also
be addressed with a DoD-wide program. Individual coamands
would have their PUWS preparation rezpongibiiities
substantially reduced. This restricts the amount of
subjectivity and aliows a more equitable selection process.

2. Govsrnesnt/Industry PWS Board

The establ!ishsent of a PWS Board comprised ot
government-industry reprezentatives would discount the

independence allesgations. The board's purpose would be to
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review the generic PHS's for content and language to promote
fair and open compatition.

Currently, specifications in the PWUS are often
worded {n such a way as to inhibit potentlal offerors from
bidding. Reaoving the government from the final review of
the PHS would lover industry suspicions of bias. A sense of
objectivity of the process may encourage more cosmercial
sources to enter the A-768 compstitions. Healthy competition
should bring lower costs which, in the long-run, would

offset the high costs of establishing this PWS Board.
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