
📝 Overview 

Federal agencies use a variety of contracting methods and contract types to meet their diverse 
needs. These choices depend on factors like urgency, dollar value, complexity, and market 
conditions. As I’ve studied the FAR and related acquisition resources, I’ve learned how critical it 
is to match the right method and contract type to the right situation, balancing risk, 
competition, and performance. 

 

📦 Contracting Methods 

Method Description Best Used When… 

Sealed Bidding 
(IFB) 

A formal, price-based process where bids 
are opened publicly. No 
negotiations—award goes to the lowest 
responsive and responsible bidder. 

Requirements are clear, 
and price is the only 
determining factor. 

Negotiated 
Procurement (RFP) 

Uses a Request for Proposals; includes 
evaluations and negotiations to select the 
best value offer. 

Technical ability, 
experience, or past 
performance are 
important. 

Simplified 
Acquisition 
Procedures (SAP) 

Streamlined method for lower-value 
purchases (under the SAT). Fewer 
administrative requirements. 

For small purchases 
where speed and 
simplicity are key. 

Micro-Purchase 
Procedures 

Used for very small buys (usually 
<$10,000). Often uses a purchase card. 

Office supplies, training 
materials, minor repairs, 
etc. 

GSA Schedules / 
IDIQ Contracts 

Pre-negotiated contracts for commonly 
purchased goods and services. Includes 
ordering flexibility. 

When recurring needs 
exist or timelines are 
tight. 

Other Transaction 
Authority (OTA) 

Used primarily for R&D or prototyping. Not 
subject to all FAR rules. 

For innovative projects 
(e.g., DoD technology). 

 

 

 

 



Contract Types 

Contract Type Description Risk to 
Government 

Risk to 
Contractor 

Firm Fixed Price (FFP) Fixed price; contractor delivers 
for agreed cost regardless of 
outcome. 

Low High 

Cost-Reimbursement Gov’t reimburses allowable 
costs + a fee. 

High Low 

Time and Materials 
(T&M) 

Gov’t pays for labor at hourly 
rates + material costs. 

Moderate Moderate 

Incentive Contracts Includes profit incentives for 
cost savings or performance. 

Varies Varies 

Indefinite Delivery, 
Indefinite Quantity 
(IDIQ) 

Allows flexible ordering of 
services/products as needed. 

Flexible Flexible 

Letter Contract Used to start work immediately, 
before the final contract is 
negotiated. 

High Moderate 

 

Real-World Example 

Suppose an agency needs 300 standardized laptops quickly. If the requirements 
are crystal clear, a Firm Fixed Price contract using SAP or a GSA Schedule 
could get the job done efficiently. 

On the other hand, if the agency is developing a custom software tool that may 
evolve during development, a Cost-Reimbursement contract under a Negotiated 
Procurement (RFP) method would be more appropriate due to the higher 
uncertainty and technical complexity. 

 
What I'm Still Exploring 

I’m currently diving deeper into the decision-making process behind choosing one method or 
type over another. I’m especially curious about hybrid contracts, how COs weigh risk, and how 
legal/market research factors influence these choices. I plan to continue studying FAR Part 16 
(Types of Contracts) and reviewing real solicitations on SAM.gov to build practical 
understanding. Worth noting that the FAR overhaul is happening.  
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