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Iraq Drawdown:

Enormous logistics challenges are associated with the drawdown efforts, but we have met or exceeded all our goals.
DoD, U.S. Forces Iraq (USF-I), and Services  developed integrated and coordinated plans, policy, and direction to ensure the systematic and responsible drawdown of supplies and major end-items in Iraq.
The Department is tracking the drawdown progress of equipment in Iraq against specific goals.
Bottom Line: We are accomplishing drawdown actions while retaining logistics flexibility to adjust to the operational changes in mission requirements.

Joint Supply Chain Architecture (JSCA)

JSCA is a DoD-wide, SCOR-based process model that 
Links business processes, performance measures, commercial best practices, and technology features into a unified structure
Promotes process standardization and integration
Leads to improved supply chain effectiveness and efficiency.
JSCA Proof of Concept on the H-60 identified opportunities to improve supply chain efficiency, speed, and reliability
Currently analyzing supply chain performance, complexity, and processes for Close In Weapon System, C-13, and M1 Abrams

FY10 NDAA Inventory Management Plan:

Section 328 of the FY10 NDAA required a comprehensive plan to improve inventory management practices of the Services and DLA.
Legislation requires 8 sub-plans to address two concerns:  Don’t acquire materiel that becomes excess and don’t store excess inventory .
Our intent  – improve overall inventory management using innovative approaches with specific metrics and targets.
Focused on transforming inventory management through …
Taking a fresh look at how we segment out inventory
Making informed decisions based on a lifecycle approach that leverages visibility and manages readiness risk to achieve greater efficiencies.
SCESC ensures leadership remains engaged throughout the process.

RFID

RFID delivers effective ITV, enabling  near real-time end-to-end visibility of items in the supply chain.
RFID enables more efficient business operations, increasing productivity in processes such as shipping and receiving.  Army reported 16.5% and 39% improvements in receiving processes at Fort Bragg. DLA data shows actual delivery averages 8 days earlier than MRA entered.  
RFID provides new visibility data, which enables process improvement.
Through increased visibility and process improvement, improvements will be seen in DoD supply chain metrics such as  Customer Wait Time, Perfect Order Fulfillment, and total supply chain costs.
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Better Buying Power — Dr. Carter
Published September 14, 2010

OFFICE OF THE UNDER SECRETARY OF DEFENSE

MEMORANDUM FOR ACQUISITION PROFESSIONALS

SUBJECT: Better Buying Power: Guidance for Obtaining Greater I fficiency and Productivity in
Defense Spending

On June 28, [ wrote to you describing a mandate to deliver better value to the taxpayer
and warfighter by improving the way the Department does business. | emphasized that , next to
supporting our forces at war on an urgent basis, this was President Obama’s and \‘.Lu.nr\ Gates'
highest priority for the Department’s acquisition pro LHS]O[ld]\ To put it bluntly: we have a
inuing responsibility to procure the critical goods and services our forces need in the years
ahead, but we will not have ever-increasing budgets to pay for them. We must therefore strive to
achieve what economists call productivity growth: in simple terms, to DO MORE WITHOU'
MORE. This memorandum contains specific Guidance for achieving the June 28 mandate.

Secretary Gates has directed the Department 1u pursue a wide-ranging E {Ticiencies
Initiative, of which this Guidance is a central part. This Guidance affects the approximately
‘S-lfl{} billion of the S?Ui] billion defe iget that is spent annually on contracts for goods

eapons, electronics, fuel, facilit amounting to about $200 bi lhion) and services (IT
services, knowledge- hmll services, facilities upkeep, weapons system maintenance,
transportation, etc., amounting to about another $200 billion). We estimate that the efficiencies
targeted by this Guidance can make a significant contribution to achie ving the $100 ht”mn
redircetion of defense budget dollars unproduetive to more productive purposes that is
ght by Secretary Gates and Deputy Secretary Lynn over the next five years.

Since June, the senior le I(lLT‘\hIF‘ of the acquisition community — the Component
\»quns tion Executives :( AEs), ser mr logis tmm\ dl"l.d ms command leaders, OSD

5 1§ 1 managers (PMs) — has been
e toi mn-m and cr lh this Gu ¢. We have analyzed data on the
es, expenditures, and outcomes and examined various options for changing
ave wug_ln to base the specific actions [ am directing today on the hest data
ent has available to it. In some cases, however, this data is very limited. In these
Guidance mak ovision for future adjustments as cxpcn’cncc and data accumulate
50 llmt unintended conse s can be detected and mitigated. We have conducted some
preliminary estimates of _([ llar savings anticipated from each action based on reasonable and
gradual, but steady and determined, progress against a clear goal and confirmed that the ¥ can
indeed be substantial.

=

D ["..ir"[l]LH 'S 1
our practice:

Changing our business practices will require the continued close involvement of others
We have sought out the best ideas and initiatives from industry, many of which have been
adopted in this Guidance. We have also sought the input of outside experts with decades of
experience in defense acquisition

Why this effort and why now?

“There is every reason to believe the
efficiencies we are seeking can be realized.
It has taken years for excessive costs and
unproductive overhead to creep into our
business practices, but over the coming
years we can surely work them out again. “

“Those who hesitate to do down the road of
great efficiency must consider the
alternative: broken or cancelled programs,
budget turbulence, uncertainty and
unpredictability for industry, erosion of
taxpayer confidence that they are getting
value for their defense dollar, and above
all, lost capability for the warfighter in a
dangerous world. Not only can we
succeed: we must.”
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Five “High Grounds”

e Target Affordability and
Cost Growth

e Incentivize Productivity
and Innovation In Industry

e Promote Real Competition

e Improve Tradecraft in
Services Acquisition

e Reduce Non-Productive
Processes and Bureaucracy



Guidance Roadmap

Target Affordability and Control Cost Growth

Mandate affordability as a requirement

« At Milestone A set affordability target as a Key
Performance Parameter

» At Milestone B establish engineering trades showing
how each key design feature affects the target cost

Drive productivity growth through Will Cost/Should Cost
management

Eliminate redundancy within warfighter portfolios
Make production rates economical and hold them stable
Set shorter program timelines and manage to them

Incentivize Productivity & Innovation in Industry

Reward contractors for successful supply chain and indirect
expense management

Increase the use of FPIF contract type where appropriate
using a 50/50 share line and 120 percent ceiling as a point of
departure

Adjust progress payments to incentivize performance
Extend the Navy's Preferred Supplier Program to a DoD-wide
pilot

Reinvigorate industry’s independent research and
development and protect the defense technology base

Promote Real Competition

Present a competitive strategy at each program milestone
Remove obstacles to competition
* Allow reasonable time to bid
* Require non-certified cost and pricing data on single
offers
* Require open system architectures and set rules for
acquisition of technical data rights
Increase dynamic small business role in defense
marketplace competition

Improve Tradecraft in Services Acguisition

- Create a senior manager for acquisition of services in each
component, following the Air Force’s example

- Adopt uniform taxonomy for different types of services
- Address causes of poor tradecraft in services acquisition

e Assist users of services to define requirements and prevent
creep via requirements templates

¢ Assist users of services to conduct market research to
support competition and pricing

* Enhance competition by requiring more frequent re-compete
of knowledge-based services

* Limit the use of time and materials and award fee contracts
for services

* Require that services contracts exceeding $1B contain cost
efficiency objectives

- Increase small business participation in providing services

Reduce Non-Productive Processes and Bureaucracy

- Reduce the number of OSD-level reviews to those necessary to
support major investment decisions or to uncover and respond to
significant program execution issues

- Eliminate low-value-added statutory processes

- Reduce by half the volume and cost of internal and congressional
reports

- Reduce non-value-added overhead imposed on industry
- Align DCMA and DCAA processes to ensure work is complementary

- Increase use of Forward Pricing Rate Recommendations (FPRRs) to
reduce administrative costs
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