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NASA began implementing performance based contracting in the mid-1990’s.  Performance based contracting is a relatively simple concept.  It means telling the contractor what you need to get done, instead of how to do it.  It means letting the contractor determine the best way to do a job—it could be the same way they do it in the commercial sector.  It also means tying the contractor’s award to his performance.  For a contract to be performance based, you need quantifiable and measurable performance requirements, performance standards by which you measure the contractor’s performance against the requirements, and a contract type, such as a performance incentive-type contract, or an award fee-type contract, that ties the contractor’s award to his performance.  You also need a surveillance plan that documents how you will measure the contractor’s performance to the standards and requirements.  Probably the most important thing you need, though, is good communications, especially in our service contracts.  I think a misconception that came out of when performance based contracts first began was that you didn’t communicate with the contractor.  A lot of folks felt like a performance based contract was that you told the contractor what to be done, and there was absolutely no communication from that point on.  What we found, though, is that communications is essential.  Both parties, the Government and the contractor, need to have a clear understanding about the required performance, and the standards by which the performance will be measured.

