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What is it? 

Enterprise Sustainment places common components used by 

multiple weapon systems under a single contract to: 

• Target affordability and control cost growth 

• Preserve and/or improve warfighter readiness 

• Incentivize productivity and innovation 

• Reduce non-value-added processes 

• Secure better buying power 

• Improve productivity 

• Reward efficient sustainment management 

Enterprise model - do more with less 



Enterprise Approach 

Component Management: 

• Supply chain (economies of scale, long term agreements, etc) 

• Requisition processing 

• Warehousing/tracking 

Inventory Strengths: 

• Central consignment from integrated inventory  

• Best price approach to consumables  

• Joint approach to historical data/forecast for baseline 

Manufacturing Approaches: 

• Leverage contractor expertise into manufacturing process 

• Engineering change proposals 

• Technical resolutions 



Why is it important? 

Defense budgets are declining 

• Less-costly options will beat 

high performance solutions 

• Affordability is as important as 

performance 

• U.S. DoD “better buying 

power” requires cost savings 

• Pending Sequestration is 

another $55 B a year 

 

 

 

DoD Base Budget by Account 

Military 

Personnel 

(26%) 

Operation and 

Maintenance 

(40%) 

Investment 

(32%) 

Other 

(3%) 

Maintenance versus Investment 

DoD  FY 13 Budget, Table 8-1. DoD Base Budget by Appropriation Title 

Investment is Procurement and RDTE 



U.S. DoD Enterprise Pilot Program 

“….a  single  PBL  contract  to  

support  APU across  the  

Services  would  rationalize  the  

business  structure  and  allow  

for  the  exploitation  of  

economies  of  scale  and  scope  

while   yielding  significant  

savings” 

Defense Logistics Agency Request 



U.S DoD Enterprise Pilot Program 

“...enterprise PBLs in order to 

deliver better value to the 

warfighter and taxpayer is 

consistent with Secretary Gates 

comments to pursue efficiencies 

in the way we do business 

Office of Secretary of Defense 

Response 



How will it be done? 

The pending DoD Pilot Program will  combine the Enterprise 

approach with Performance-Based Logistics (PBL) contracting: 

• Time and material contracts 

• Contractor paid for parts regardless of 
impact on warfighter 

• Short term (1 to 3 years) 

• Cost plus with award fee 

• Government owns all risk 

• No investment by contractor 

• Quantity is better (more $’s) 

• Government responsible for mitigating 
obsolescence issues 

• Focus on warfighter-defined outcomes 

• Payment based on specific results (example: 
availability) 

• Long-term contracts (10 years) 

• Fixed price with incentive fee 

• Contractor manages “shared” risk 

• Investments based on return 

• Quality is required (efficiencies rewarded) 

• Contractor addresses obsolescence challenges 
during contract period 

Traditional Support Model Performance-Based Logistics vs. 



Performance-Based Logistics Model 

Military  

Savings 

Contractor 

Reward or Risk 

Time 

Cost Drivers 

• Poor Reliability 

• Poor Maintainability 

• Inefficient Supply Chain 

• Organizational Redundancy 

• Obsolescence 
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Acquisition Cost 

~ 30% of Life Cycle Cost 

Traditional Sustainment Cost 

~ 70% of LCC 

PBL Guarantee 

(FFP contract) 

Contractor 
Opportunity 

• PBL Goal - control cost drivers to 
deliver improved service and 
reduced cost 

• Contractor makes money by 
managing life-cycle cost drivers 

• Contractor is at risk to implement 
additional efficiencies to earn 
margin  

Projected Cost 

Price is guaranteed, profit is not 



Affordable Defense Logistics 

“….(Performance-based logistics) have 
shown improvements in material 
availability (above 95 percent), world class 
response times (2-4 days), significant 
reductions in inventory, and average 
savings of 16 percent...” 
 
“Despite these proven results, performance-
based logistics contracts are not widely or 
uniformly adopted by the military services. “ 
 
“These opportunities come at an inflection 
point in our history when unprecedented 
budget pressures, global defense 
challenges, and commercial logistics 
opportunities are coming together.” 

Despite success, not widely adopted 



Proposed Enterprise PBL Terms 

• 10-year term (5 year base, 5 year option) 

• Performance-based metrics to validate actions 

• Revenue - per flying hour / per landing 

• Commercial-based contract 

• Mechanism for adding new components 

• Single supply chain  

• Implement standard practices 

• Leverage manufacturing capabilities 

The proposed Enterprise PBL will place common components used by 

multiple weapon systems under a single contract with the following: 

Consistent terms with performance metrics 
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Additional Opportunities 

Enterprise PBL Content 

KC-767 – all 

HON 

Components 

 

M1 Abrams 

Tank – 
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Gas Turbine 

Engine 

 



Enterprise PBL Efficiencies 

FEATURES EXPECTED RESULTS HOW 

Improved Reliability 
Up to 20% fewer 
repairs and reduced 
maintenance labor 

• Hardware improvements 
• Repair scope management 
• Engineering Design Authority 

Lower Repair Cost 
10-15% cost savings per 
repair 

•  Labor productivity 
•  Repair versus replace 

Shorter Logistics 
Response Time 

Customer wait time 
reduced by 80% and 
fewer spares required 

• Integrated Supply Chain 
•  Lean manufacturing  

Single Logistics 
Infrastructure 

15-30% related cost 
savings 

• Leveraging a larger base over 
a single infrastructure 

Consistent Contract 
Terms 

One way of doing 
business 

• 20+ contract vehicles 
• Manages spares buys 

Facilitates greater levels of savings 



Why is Enterprise Sustainment Critical? 

New Budget Era 

• “Cost” will be the evaluative criteria 

• Military budgets are declining 

• Resource competition between new and legacy systems 

• Need to preserve military capability 

Integration of Commercial Maintenance Practices: 

• Eliminate multiple contracts on common components 

• Leverage supply chain, inventory and manufacturing 

• Fixed price, long-term arrangements to manage cost risk 

• Performance metrics to ensure performance 

 

 

 


