PBL in the Navy – It’s Not CLS
by Larry Garvey

There is often confusion in DoD regarding the differences between Performance Based Logistics (PBL) and Contractor Logistics Support (CLS).  Many in the logistics community contend that PBL is best approached at the weapons system or platform level.  There is a corresponding perception that PBL, pursued at this level, requires CLS.   Are these perspectives accurate?  

The Defense Acquisition University (DAU) defines CLS as the performance of maintenance and/or materiel management functions for a DoD system by a commercial activity.  Current policy allows for the provision of system support by contractors on a long-term basis.   Performance-Based Logistics (PBL) contracts should be used when utilizing CLS.  
DAU further defines PBL as the preferred sustainment strategy for weapon system product support that employs the purchase of support as an integrated, affordable performance package designed to optimize system readiness.  PBL meets performance goals for a weapon system through a support structure based on long-term performance agreements with clear lines of authority and responsibility.
Do these definitions infer that CLS and PBL are one and the same?  Is a PBL support strategy dependent upon a CLS arrangement between government and industry?  Is a CLS strategy always performance based?   Must a contractor have total control over all facets of life cycle support to enable efficient and effective delivery of a performance based outcome?  Is it impossible to integrate a performance based solution into existing supply system infrastructure?  
In fact, there are some significant differences between a PBL strategy as implemented and executed at the Naval Inventory Control Point (NAVICP) and a CLS approach as it is generally understood.   Intended outcomes of the two strategies can be the same, but the path to these goals can differ greatly.  Ten years of practical Navy experience demonstrate the clear distinction between PBL and CLS.  Most Navy PBLs are not CLS.  Successful, affordable PBL outcomes are often best achieved through a combined sub-system, component level approach.  Most Navy PBL strategies are integrated into existing logistics infrastructures.  Significant and longstanding improvements in warfighter support have been attained through an approach that combines the best practices of both government and industry with a reasoned and logical sharing of life cycle and supply chain responsibilities.  NAVICP PBL strategy is an innovative approach to logistics support incorporating acquisition reform, industry partnerships, and best commercial practices.  The primary goal is to improve support to the warfighter. Improved support comes in the form of increased weapon system reliability, improved material availability, and enhanced system performance or capability often attained through tech insertion. Contractual metrics are tied to war fighter operational availability requirements.


Under PBL arrangements, industry assumes responsibility for an increased scope of effort.  The additional functions assumed include obsolescence management, configuration management, reliability and availability improvement, wholesale inventory management, organic depot management, requisition processing, transportation, quality assurance, retrograde management, and other logistics elements.  For all new systems and, to some extent on legacy systems, a PBL goal is decreased logistics footprint and planeside allowances tailored to reduced response times and improved reliabilities. As industry partners assume these responsibilities, they are able to apply best commercial practices and take greater ownership for the full life-cycle support of the products that they produce.  


At the same time, all PBL strategies at NAVICP are fully incorporated into Navy Supply System infrastructure.  PBL at NAVICP is transparent to Fleet customers.  Asset visibility, retrograde tracking, requisition processing, and other supply processes are the same under PBL.  In addition, NAVICP remains the designated Logistics Manager for all systems covered by the PBL arrangement.  Many responsibilities are delegated to the PBL contractor, but ultimate responsibility for sustainment remains at NAVICP.  In all cases, the Program Manager at the Hardware Systems Command remains singularly accountable for meeting warfighter performance expectations.

In contrast, under a CLS arrangement, all support responsibility is passed to the contractor.  Support may not be transparent to the customer.  There is a significant potential for duplicate infrastructure and support systems such as 1-800 numbers, unique databases, and segregated storerooms.
Every PBL awarded at NAVICP must be in compliance with core statute provisions (10 U.S.C 2464) regarding establishment and maintenance of organic depot capability and workload.  PBL support for any system, sub-system, or component that is deemed core must be pursued through a PBL partnership. In a partnership, the organic depot provides skilled depot touch labor and, in effect, assumes the role of subcontractor to industry.  Industry manages the repair process, provides piece part support, assists with facilitization, and incorporates commercial processes in a true teaming arrangement with government personnel.  NAVICP cannot realign workload from organic depots to commercial repair under a PBL.  To emphasize, PBL in the Navy is NOT outsourcing.  The PBL strategy is focused on using existing infrastructure and fosters partnerships between government and industry.  

PBL at NAVICP also supports the existing maintenance concept derived from the Level of Repair Analysis (LORA).  The LORA drives the maintenance concept.  If analysis determines that a three-level maintenance concept (organizational-intermediate-depot) is most affordable and efficient, the PBL is constructed to support that outcome.  PBL in the Navy does not compel two-level, O to OEM, support.  CLS often requires a two-level maintenance concept which drives infrastructure costs (retail plane-side allowances, etc) for the entire life cycle.  PBL also incorporates the outcome of the depot selection process. PBL incorporates existing or planned “intermediate” level maintenance capability.

Finally, all PBLs at NAVICP must be deemed affordable before award.  PBL support can cost no more than traditional support.  The BCA test is "break-even or better".   Affordability and cost-wise readiness are essential considerations on all NAVICP PBLs.  A PBL cannot be awarded without documented affordability.  

An additional benefit is the inherent incentive provided by the pricing structure of PBL arrangements.  Most PBL contracts at NAVICP are firm-fixed price.  A firm-fixed price structure inherently incentivizes the contractor to improve performance and "time-on-wing".  Profit is tied to performance. Use of the Navy Working Capital Fund (NWCF), a revolving, non-appropriated account that does not expire, enables implementation of true long-term contracts with industry, one of the most significant factors facilitating industry's ability to improve the level of support without increasing costs.  The guarantee of future business allows industry to make investments that would not be made in a traditional support scenario. The long-term commitment under PBL enables the contractor to balance risk and investment.  The Navy is uniquely positioned to facilitate long-term contracts through the use of NWCF.   In CLS arrangements, sustainment of existing organic infrastructure can be an issue.  CLS often means two-level, “O” to “D” maintenance.  There may be additional expense associated with a CLS arrangement required to address duplicate infrastructures or to procure retail allowances associated with two-level maintenance.  In many cases, CLS is cost-plus.  CLS contracts are generally funded by O&M and procurement accounts in lieu of NWCF.  True long-term contracts are difficult to achieve as funding is often appropriated on a yearly basis.  And, a CLS support approach is not necessarily performance-based.  CLS can simply mean that support is provided by a contractor, it may not be outcome-driven.
To emphasize, PBL at NAVICP uses NWCF and most often supports Firm-Fixed Price (FFP) contracts; CLS vehicles use appropriated accounts and are most often cost-plus contracts.  The inherent advantage of a FFP contract is tremendous. Traditional incentive structures whereby a contractor makes money by doing additional repairs and building additional spares are turned on their head under a FFP PBL.  From day of contract award, the provider is incentived to improve reliability, reduce consumption, and improve time-on-wing.  On a PBL contract, industry makes more money and improves its’ bottom line if systems fail less often, if fewer repairs and spares are required.  Long-term, FFP arrangements flexibly funded are key to this behavior.

Every PBL at NAVICP addresses supply support and sustainment, that is, logistics elements traditionally funded with NWCF.  PBL at NAVICP ties supply support metrics to warfighter requirements.  Material availability and response time metrics are tailored to achieve expectations of sparing models.  However, any PBL at NAVICP can address other Integrated Logistics Support (ILS) elements if the traditional resource sponsor realigns applicable ILS funding to the PBL vehicle.  In practice, this means that other colors of money, in addition to NWCF, are allocated to the PBL to procure other ILS performance outcomes.  

Any performance-based strategy, PBL as practiced at NAVICP or CLS, must have measurable, appropriate metrics directly tied to warfighter requirements.  Metrics in all cases must support warfighter requirements as expressed in the Performance Based Agreement (PBA) with the warfighter.  Care must also be taken that the Navy is not procuring more support than required.  Appropriate and measurable metrics are essential.  The Navy focuses much attention on ensuring that this requirement is part of every PBL.  Often, ultimate warfighter metrics (Operational Availability, Full Mission Capability, Ready for Tasking aircraft, etc) are not deliverables on NAVICP PBL contracts.  There are variables outside of the PBL provider’s control that contribute to this higher level requirement, thus making it difficult to assess contractor performance against the higher level metric.  The key is to tie metrics within the contractor’s control to the higher level requirement.  All metrics are designed to accurately assess the contractor’s performance in terms of the warfighter requirement.  A given on all PBLs is a regularly scheduled Performance Review where contractor performance is assessed.

The FIRST (F/A-18 Integrated Readiness Support Team) PBL supporting the F/A-18 Superhornet is the NAVICP's most comprehensive PBL.  This $955M, five-year firm-fixed price contract with Boeing incorporates various colors of money to deliver performance outcomes across the ILS spectrum.  FIRST was implemented in accordance with general PBL concepts at NAVICP as described above.  It is not a CLS contract, support is transparent to the Fleet, and existing intermediate and organic depot capabilities are incorporated into the support package.  Overall support the F/A-18 platform is provided by FIRST and a combination of other PBL efforts at the engine, sub-system and component level.  FIRST covers approximately 73% of the F/A-18E/F platform; many other PBLs and some traditional support vehicles cover the balance of the aircraft.  Outcomes from all are focused on providing support to the warfighter in accordance with the requirements specified in the F/A-18 PBA.  Effective and affordable support at the platform level is provided through this combined approach. 

There may be a need to rename PBL efforts that are fully incorporated into existing infrastructure and that are clearly non-CLS efforts.  Performance Based Supply (PBS) may more accurately describe NAVICP initiatives focused on sustainment and the supply chain.


The Navy is open to PBL at any level.  Most Navy PBLs are at the sub-system level supporting, for example, the ALR-67(v)3 Advanced Warning Receiver, the F/A-18 Stores Management Upgrade, and the AEGIS Mk 99 Fire Control.  PBLs have also been awarded at the component level on aviation tires and the Auxiliary Power Unit (APU), and at the system level on the F/A-18 FIRST and AV8B HISS programs.  There are also successful Navy CLS programs supporting the T-45 aircraft and the KC-130-J engine.  In the Navy, CLS support is effective on aircraft and platforms with a limited operating base and a relatively small number of systems that have not already made a significant investment in the Integrated Supply System.  In any case, the driving factors in selecting the PBL path are feasibility, affordability, and a focus on the desired outcome.    
 
PBL in the Navy is a strategy that fosters a cost-wise and efficient means to strengthen and improve the links in the supply chain that has significantly improved support to the warfighter.   Across the board, PBL has resulted in significant improvements in Fleet support.  On all PBLs, material availability is increased, and response times are reduced.   For example, material availability on F/A-18 Heads Up Displays and Digital Display Indicators was increased from 47% to 99% through implementation of a PBL with Rockwell Collins.  This 15-year, $360M firm-fixed price contract, a partnership between Rockwell and Fleet Readiness Centers (FRCs) Southeast and Southwest, was awarded in September 2003 and won the 2006 SECDEF PBL award at the component level.  Response times on aviation tire requirements have been reduced worldwide to 4 days through the Michelin PBL.  This 15-year, $261M firm-fixed price contract awarded in February 2001, covers 23 tires used on 17 different aircraft and has allowed the Navy to reduce tire retail allowances by two-thirds, resulting in a $1.7M savings.  The F404 Engine PBL, a five-year, $510M firm-fixed price contract awarded to GE in July 2003, has reduced repair turn-around times by 25% and work in process by 75%.  The PBL, a partnership between GE and FRC Southeast, won the SECDEF award at the sub-system level in 2005.  The Auxiliary Power Unit PBL, a 10-year, $202M firm-fixed price contract awarded to Honeywell in June 2000 has eliminated awaiting parts problems at the depot… components down for parts have been reduced from 232 to 0 and a material availability of 95% has been attained.  This PBL, a partnership between Honeywell and FRC East, won the SECDEF PBL award at the component level in 2005.    The Stores Management System PBL, a 15-year, $99M firm-fixed price contract awarded to GE/Smiths Industries in September 1999, reduced backorders from 489 to 0.   The ALR-67(v)3 PBL, originally awarded to Raytheon in June 1999 and subsequently extended through a five-year, $150M firm-fixed price option in September 2005, increased reliability more than 100% and allowed for a $7M savings in initial retail outfittings.  The PBL won the SECDEF award at the sub-system level in 2008.
While there is room and a place for both PBL and CLS in DoD, it is important to recognize the distinction between the two support options.   Program managers should be aware of these distinctions and craft an appropriate support solution that best fits their weapons system.  PBL as implemented by the Navy has demonstrated its’ cost-wise effectiveness and is an important tool in the DoD toolbox.
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