 
Meeting of Experts: Performance-based Contracting and Integrated Work Processes as Elements of Transformational Change
Actionable Items Summary
The focus of this expert meeting is on how the General Services Administration (GSA) can use performance-based contracting and integrated work practices to achieve four primary outcomes related to procurement in their efforts to lead the drive toward high-performance federal facilities.
The table below summarizes issue areas, responsibilities, and tasks identified during the Meeting of Experts and breakout sessions, which took place 19 and 20 September 2011 at the National Academies of Sciences in Washington, DC. Following this table, specific strategies and examples for each issue area are described in more detail.  
	
	
	
	
	

	
	[bookmark: RANGE!B2:D9]Issue areas
	Responsibilities
	Tasks
	

	
	Performance Based Program
	Joni, Don (Office of Federal High-Performance Green Buildings (OFHPGB) with Office of Design and Construction (ODC) to research practices)
	- Research design-build (D/B) and other successful American Recovery and Reinvestment Act of 2009 (ARRA) projects
- Tell the stories the right way in the right publications
	

	
	Communications
	Michael, Bryan, Patrick, Office of Governmentwide Policy (OGP) (Joe and June)
	- Follow up on tools discussed during convening
	

	
	Training
	Michael, Bryan, Patrick, OGP (Joe and June)
	- Follow up with John LaMonte
- Follow up with Design-Build Institute of America (DBIA) and Arizona State University (ASU)
	

	
	Framed Issues for Leadership
	Joni, Ann, Virginia, Laura, William, Chuck
	- Draft HPGB Vision Statement during a separate convening
- Bring together a team (Regional/Central Office PBS and OFHPGB) to develop executive presentation (identify what's already been said/done)
	

	
	Integrate Performance Criteria into P100 Rewrite
	Martin, Joni
	- Links to guidance and policy
- Both minimal (required levels)
- Include aspirational levels
- Link P100 standards to contracting process/requirements
	

	
	Research and Propose Revised Policy that Facilitates Lifecycle Resourcing
	Don, finance expert to be determined
	- Include in expert discussion on finance / budgeting
	

	
	
	
	
	


Table 1. GSA actionable items.


Performance Based Program
Codify and share lessons learned from GSA’s experience with performance-based implementation to date
· ARRA projects – evaluate examples of excellence that can be reasonably incorporated into standard business practices, such as: 
· Shared risk – from individual to the team / organization
· Increase communications driven by condensed timeframe 
· Bypassed inefficient processes to spur action
· Promoted lifecycle planning
· Identified stretch goals 
· Verified performance 
· National Renewable Energy Laboratory (NREL) Research Support Facility (RSF) project – examine the use of performance standards to achieve a net zero environmental footprint
· St. Anthony Falls Bridge in Minneapolis-St. Paul, Minnesota – understand how performance based contracting drives speed of delivery
Initiate a Planning Excellence Program to support GSA’s commitments to excellence in public architecture, engineering, and construction
· Set measureable and verifiable performance specifications and planning standards
· Incorporate internal and external peer review during all phases of the project lifecycle, especially in planning and feasibility studies
· Provide guidance on assessing and managing organizational risk and the selection of team members
· Develop a planning checklist and performance specifications template
· Establish guidelines for proposals to control contractors’ cost to respond
· Make lease language and metrics more meaningful
· Integrate/bundle budgets for related project elements (e.g., interior design – lighting, furniture, information technology infrastructure, etc.)
· Require documentation of decisions, failures, and corrective actions 
· Develop multiple scenarios for project success
Communications
Bring existing tools together and engage others to understand how the information is effectively communicated
Ask experts within GSA for feedback on the use of performance-based approaches, possibly as part of upcoming interviews GSA will conduct, to brainstorm ways to make the Strategic Sustainability Performance Plan more useable
Partner with Harvard University Business School to develop case studies from successful and challenged projects
Develop a plan to improve communication among government stakeholders and within GSA
Promote an environment of shared learning within and across government agencies (e.g., collect and publish information in a central repository)
Prepare risk management strategies to address negative feedback
Training
Champion training efforts on performance-based best practices with topics including:
· D/B execution
· Performance specifications
· Risk management
· Public relations messaging
· Conflict resolution
· Internal communication
· Mentoring
Framed Issues for Leadership
Create and communicate a clear, unambiguous leadership vision to define a common goal, reduce uncertainty, and advance common understanding – similar to the ARRA vision of “on budget, on time, on green.” GSA leadership will need to:
· Prioritize specific needs and goals (design excellence versus performance; “wants” versus “performance”) for a portfolio approach
· Understand GSA’s role as owner and fulfill it
· Identify the next great purpose as GSA’s portfolio shrinks and resources decrease
· Determine and manage acceptable levels of organizational risk
· Set performance-based requirements for operations, rather than prescriptive to-do lists
· Leverage GSA’s “teamwork policy” to move strategic and tactical objectives forward
· Create organic change that transcends appointees / administrations
Improve the Design Excellence Program to incorporate sustainability as a primary objective
Work to gain legislative support to enhance the use of disadvantaged businesses on a single contract that includes the prime and subcontractors
Integrate Performance Criteria into P100 Rewrite
Meet the December 2011 deadlines to make the Facilities Standards for the Public Buildings Service (P100) reflect a performance-based approach:
· Incorporate performance specifications and verification into the document re-write
· Provide P100 users summary briefs written simply and clearly 
· Use of minimum requirements cautiously
· Provide a national framework / template that outlines how to comply with the P100
Research and propose revised policy that facilitates lifecycle resourcing
Research how the Department of Defense budgets for D/B
Focus on performance standards and integrated work processes to institutionalize forward thinking on risk management 
Merge appropriation of design and construction funding to promote lifecycle budgeting and planning
Integrate lifecycle planning within the five year budget process
Use the lessons learned from GSA’s Legacy Program to prototype D/B policy.
Discussion Around GSA Defined Outcomes
GSA wants to become a more intelligent, informed buyer for sustainable products and services and identify how performance-based contracting and integrated work processes can be rapidly adopted to manage its facilities portfolio and meet its goal for a zero environmental footprint. According to the convened experts, doing so requires a movement from prescriptive and minimum standards to requiring better performance and project delivery. The experts shared their experience implementing three D/B projects (ARRA, NREL, and the Pentagon) and research on project planning and performance-based systems. 
The following is a summary of the presentations and discussion around the meeting’s four pre-defined outcomes:
1. Incorporating life cycle thinking into federal processes
2. Effective use of performance standards to procure and manage service contracts
3. Establishment and management of integrated teams to address risk and solve multiple problems at once
4. Reducing  handoffs to increase contracting effectiveness while using the federal government’s spending power to move the market towards sustainable products and services

1.  Incorporating lifecycle thinking into federal processes
Specific discussions regarding lifecycle thinking and federal processes included the broader conversation of improving performance-based contracting, using integrated work processes, and the need to understanding how to request design and construction funds at the same time rather than separate funding requests “capital planning” and “repair and alteration.”  
2.  Effective use of performance standards to procure and manage service contracts
Performance-based requirements are effective when the owner has clear vision of goals and is able to communicate this via the RFP process. Goal developing begins early in the planning stage but continues through building construction and operation. 
Performance Standards
The traditional design-bid-build delivery system relies upon detailed lists of specifications and standards prescribed by the government team prior to issuing a request for proposal or invitation. Procurement in this project delivery system develops a culture focused on contractor management instead of the desired outcomes. Micro-managing the winning contractor to detailed specs and standards has had the affect of decreasing their effectiveness and creativity. The use of performance standards, especially with D/B, promotes procurement and delivery based on the desired outcomes. The objective is to provide the prospective contractor with the minimum amount of information necessary for them to develop the solutions. It then becomes the contractor’s responsibility to manage risk not the government.
In contracting, performance standards provide more room for modification because initial conditions are not fixed, and it’s up to the contractor to deliver the desired outcomes. To be effective, performance standards should be simple, non-technical, and verifiable, with a focus on delivery from product selection to closure to operation. The requirements should also align with the owner’s basic parameters to have a certain facility type within a fixed budget. Merging performance standards with a fixed budget allows the contractor to select rather than require building materials and products. 
Putting Performance-based Approaches into Practice
The experts explained that in a performance-based approach, budget is as important as finding a contractor that is capable, collaborative, and honest. These contractors tend to offer “best value” because they know how to solve problems and manage risk. 
Ensuring the performance standards are clear and arranged by critical project needs are essential to the contractor selection process because these help focus the contractors. When the contractors understand the technical scope, they are able to respond more clearly to the RFP. Qualified technical contractors are in a better position to explain their approach with simple and not overly technical descriptions. Limiting page limits for proposals is another tactic that helps differentiate experts from the under qualified. Management tools or checklists that outline the project needs, national contract templates, prototype testing, and contracting officer training are other approaches that help the government select a qualified contractor.
Performance Measurement
Measuring performance should allow for tracking of performance from design throughout the building’s lifecycle. Current practice bases capital investment decisions on 30-year net present value calculations without performance assessment.   New approaches in the ARRA for transparency and reporting should allow for a more auditable assessment of performance, as will the requirement for facility re-commissioning every four years.
Risk
Identifying the project risks up front and managing them appropriately helps performance-based delivery. In this type of process, the contract becomes a management tool to transfer risk onto the contractor and reduces contract modifications.   Using a performance-based contract and an experienced contractor should better protect the government and the contractor.
Two types of risk were mentioned during the meeting: uncontrolled and technical risk. From the government’s viewpoint, only uncontrolled risks are acceptable. Planning is the best way to manage this risk. Unless the project is for demonstration purposes, technical risk should be absent because qualified contractors should be able to eliminate or minimize technical risk. The more technical risk present, the less experience the contractor.
3.  Establishment and management of integrated teams to address risk and solve multiple problems at once
The experts spoke about the need for capable individuals who work well in teams and understand the D/B process. Building the right integrated project team (IPT) takes time, and may involve switching people in and out to achieve the best fit for the project. The government and contractor should assemble an IPT with representatives who understand facility design, construction, management, and operation. The selection of this IPT should focus on qualifications of each person and their past work on similar projects. 
Motivation and adaptability are also important throughout the entire construction and delivery process. This includes using trade and craft workers with the right attitude to stretch rules and find new ways to obtain solutions. To motivate the entire team, a suggested method was to tie compensation to performance thereby holding everyone accountable at every level. This shared goal facilitates collaboration and promotes win-win opportunities. Regular interaction among the integrated government/contractor team builds trust, cooperation, and communication enabling the team to stay informed, comfortable, and motivated. Using an IPT also promotes collective decision making, which minimizes risk.
4. Reducing handoffs to increase contracting effectiveness while using the federal government’s spending power to move the market towards sustainable products and services
The discussion concentrated on reducing handoffs by emphasizing the importance of well-coordinated front-end planning, improving the process for project delivery, and incentivizing contractors to move the market toward availability and use of sustainable products and services.
Front-End Planning
Studies conducted by ASU show that the buyer is most often responsible for ineffective contracting, commonly resulting from a lack of clarity in project purpose. Because the buyer is in the best position to know what they want, it is their responsibility to define expectations. Front-end planning with the correct representatives helps develop this clarity by aligning project goals with project outcomes. Such early efforts reduce needs to double back on efforts.
From discussion of the meeting participants, some of the lessons learned for this outcome are:
Successful projects require excellent planning, capable people, multiple reviews, and properly defined performance-based requirements
The value of front-end planning, including goal-setting, shows itself during the delivery phase
Integrate all team members early in the process
Improving the Process
The experts shared their experiences with the project delivery process, and provided insights on implementation. A common theme was getting contractors and government representatives together at regular intervals to talk through potential problem areas. 
From discussion of the meeting participants, some of the lessons learned for this outcome are:
Utilize partnering sessions to improve understanding of everyone’s roles and responsibilities
Physically locate key decision makers in close proximity to improve communication, problem solving, and decision making
Use lateral and parallel decision-making to improve project delivery as opposed to the slower sequenced decision-making
Weekly IPT meetings ensure new risk areas are identified within six days
Focus on the most pressing problem first (e.g., the one that may cause the biggest schedule delay), and then address the next highest priority problem
Monthly program reviews should focus the team around achievement and the performance specifications with evaluations based on pre-established criteria
ASU research substantiates that the design-bid-build process is a bigger driver for failure than having the wrong people in place
Using Incentives
Government project teams for the Pentagon reconstruction project and new NREL RFS building used incentives to increase project efficiencies and effectiveness. The Pentagon project team made quarterly award fee determinations based on integrity of work performed. The team also used a guaranteed maximum price opportunity with a risk sharing ratio to incentivize contractors to complete work on time, without cost overruns, and to work collaboratively with straightforward communication.
The NREL project team incentivized contractors by limiting the competition to three companies and offering a stipend for bids they submitted.  This stipend offset the cost for the changing design requirements and gave ownership of design to NREL. 
From discussion of the meeting participants, some of the lessons learned for this outcome are:
National contracts for high-volume and straightforward projects would streamline the cost to manage and administer contracts 
Re-capitalization planning and improvements create an opportunity to obtain high-performance at an incremental cost
Risk sharing in the form of an award fee incentivizes contractors to be accurate in meeting quality targets and deadlines
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