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Naval Aviation Costs
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hen assessing the strength of today’s Department of Defense (DoD)
weapon systems, affordability is just as important as performance.
Acquisition leadership is not focused only on determining whether a
weapon system is affordable in the development and production phases
but, more important, in sustainment, where 70 percent of programs'
life-cycle costs are borne. History has shown that operations and support (O&S) costs
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are more likely to exceed projections than to come in under
their budgeted level. Controlling and reducing weapon system
sustainment has proven difficult and is quickly becoming one
of Naval Aviation's top priorities.

Facing an estimated $3.5 billion O&S funding shortfall between
Fiscal Year (FY) 2013 and FY 2019, Naval Aviation must renew
its emphasis on “cost-wise readiness” and develop a demand-
ing “should cost” perspective across the Naval Aviation Enter-
prise (NAE). NAVAIR's Cost Analysis Team estimates it will
take a 15 percent reduction in Naval Aviation O&S costs to close
this gap. An effort of this magnitude must include a dynamic
O&S cost reduction strategy. This article spotlights the NAE's
renewed focus on reducing O&S cost through the application of
proven best practices, innovative new processes and the intro-
duction of an advanced analytical tool set across the enterprise.

The Naval Aviation Enterprise

(The Framework)

The Naval Aviation Enterprise is a partnership of key Naval
Aviation stakeholders from the Navy and the Marine Corps.
The Enterprise framework brings together the many parts
that make up Naval Aviation in order to foster better decision
making that benefits Naval Aviation as a whole. By partner-

Figure 1. Today’s NAE

ing in a collaborative manner, Naval Aviation is better able
to produce warfighting readiness in the most cost-effective
way. This enterprise approach facilitates cooperation with
other commands, the provider domains and other organi-
zations that impact Naval Aviation in order to improve the
alignment of resources to achieve desired levels of readiness.
The goal is an integrated approach to maximize readiness
and efficiencies.

Through this alignment of the myriad organizations that im-
pact Naval Aviation, the NAE is able to perform its stated mis-
sion: advance and sustain Naval Aviation warfighting capabili-
ties at an affordable cost ... today and in the future.

Naval Aviation Enterprise approach is based on the following
principles:

* Consistent cross-functional process thinking. Working
horizontally across organizations, an enterprise can achieve
desired results more effectively with less time and fewer
resources.

* Process discipline. Dedicated, committed and coordinated
efforts from stakeholder organizations will drive positive and
predictable results.
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Integrated, consistent and hierarchical metrics. Relevant
measurements must be linked throughout the processes
and must build on each other.

Full transparency of data, information and activities. Each
piece of the enterprise must see the process ahead of it and
the process behind it.

Accountability for actions and results. People within an
enterprise hold themselves accountable for actions taken
and not taken.

Integrated governance structure. Effective governance is
adaptable to opportunities, inclusive and well-suited to work
across boundaries and seams to sustain readiness.

Total ownership cost perspective. A strategic financial
management view provides the ability to understand and
manage affordability, while balancing risk and meeting op-
erational requirements.

More than 190,000 sailors, Marines, civilians and contractors
contribute to the enterprise approach within Naval Aviation.
They work in different organizations that must all cooperate
to ensure cost-effective readiness. This enterprise behavior
model has been successful in identifying and understanding
cost and readiness degraders, and removing barriers to ef-
ficiently deliver warfighting readiness to the fleet.

The NAE Cost Initiative Key Stakeholders

(The Stakeholders)

The NAE's Air Board is the governing body and is led by three
3-star Flag/General officers (Commander, Naval Air Forces,
Vice Adm. D.H. Buss, U.S. Navy; Marine Deputy Comman-
dant, Aviation, Lt. Gen. R.E. Schmidle, U.S. Marine Corps;
and Commander, Naval Air Systems Command Vice Adm.
D.A. Dunaway). To optimize readiness, each element com-
posing that readiness—"people, stuff and money”"—must be
managed. Cross-functional teams are functionally focused
to manage these elements properly. These cross-functional
teams are composed of members from different stakeholder
organizations and are critical to the success of the NAE. NAE
cross-functional teams and focus areas include:

Current Readiness: Focused on meeting current and
future operational requirements at an optimal O&S cost.
Future Readiness: Champions future readiness and cost
issues that optimize Total Ownership Cost and future
sustainability of new and legacy systems.

Total Force: Focused on the NAE's people.

Integrated Resource Management Team: Focused on pro-
viding integrated solutions and strategies across the NAE.

An important foundational process of the NAE is the Type/
Model/Series (T/M/S) briefing cycle. During this process,
platform-specific program reviews are conducted, begin-
ning with an O-6 level weapons system review with the fleet
and Program Management leadership and culminating with
a concise issue-oriented brief to NAE leadership. This brief
provides the opportunity for Flag/General officers and Senior
Executive Service leaders to review and discuss readiness and

This enterprise behavior

model has been successful in
identifying and understanding
cost and readiness degraders,
and removing barriers to
efficiently deliver warfighting
readiness to the fleet.

cost degraders affecting the success of individual weapon sys-
tems, and also address systemic issues across the enterprise.
These platform “deep-dive” reviews are critical in providing
NAE leadership:

* Increased awareness and understanding of those factors
causing readiness gaps and driving cost

* Awareness and status of engagement by provider orga-
nizations to mitigate gap drivers that negatively impact
warfighter readiness

* Development of actionable plans to address readiness
and cost barriers

Rear Adm. Timothy Matthews, Deputy Chief of Naval Op-
erations for Fleet Readiness, said: “It's important to remind
ourselves that our responsibility is to the warfighter and the
taxpayer, and how well we support them is measured by our
ability to advance and sustain NAE warfighting capabilities
that meet current and future operational requirements at the
optimal O&S sustainment cost. This is especially important
during these austere financial times.”

The NAE Strategic Guidance for 2013-2014
(The Goal)

The NAE Air Board recently released NAE Strategic Guidance
designed to address the O&S shortfall. Highlights include:

* Reduce the overall Flight Hour Program’s Cost per Flight
Hour (CPFH) by 10 percent, with no net increase in mili-
tary manpower. The following initiatives, although not all-
inclusive, represent a roadmap to assist in reducing CPFH:
— Apply the O&S Cost Reduction Initiative across all

T/M/S platforms.
— Implement the use of the Integrated Logistics Support
Management System (ILSMS) data analysis tool.
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— Expand the use of Commander, Fleet Readiness Center
(COMFRC) Aviation Rapid Action Teams (ARATSs).

— Expand the use of COMFRC Colocated Maintenance and
Maintenance Optimization initiatives.

— Mandate that T/M/S teams address future O&S costs
in their new acquisition programs and renew their focus
on addressing readiness degraders and cost-reduction
initiatives in their “"deep-dive” review briefings.

NAVAIR Commander Guidance

(The Direction)

As the lead provider organization within the NAE, NAVAIR has
a significant role in determining success in meeting the NAE's
Strategic Guidance. Its organizational structure and reporting
relationships with the Assistant Secretary of the Navy (Re-
search, Development and Acquisition), the Program Execu-
tive Offices, and individual Program Managers AIR (PMAs)
places NAVAIR in a unigue position to affect cost efficiencies
for T/M/S teams. In support of the Chief of Naval Operations’
guidance to ensure that our warfighters are ready to fight and
win while building capability for the future, VADM Dunaway
has issued his NAVAIR Commander's Intent, which includes
three main focus areas:

Figure 2. NAVAIR Organization Structure

* Increase speed to the fleet.

 Consistently deliver integrated and interoperable war-
fighting capabilities.

* Improve affordability by reducing operating and sustain-
ment costs for fielded systems and implementing life-
cycle cost reduction initiatives as part of new systems
development.

NAVAIR's commitment to improve affordability by reducing
O&S cost in fielded systems and to introduce life-cycle cost
reduction initiatives in new systems development has resulted
in the introduction of key cost-cutting strategies that are being
implemented across the enterprise.

Rear Adm. CJ Jaynes, NAVAIR Assistant Commander for
Logistics and Industrial Operations (NAVAIR 6.0) and the
Commander, Fleet Readiness Centers (COMFRC), is spear-
heading NAVAIR's initiative to improve affordability. Jaynes is
uniquely qualified for this task, being a career logistician with
more than 20 years of sustainment expertise, coupled with
two tours as a Major Program Manager. The initiatives that
her COMFRC, cost reduction and logistics integration teams
have developed are the key enablers for the NAE's Strategic
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Guidance and NAVAIR Commander's Intent. These initiatives
include O&S Cost and O&S Should Cost reduction efforts;
the development and implementation of the ILSMS tool and
corresponding Logistics Assessment data triage process; and
the use of innovative COMFRC-related efforts that include
Aviation Rapid Action Teams, Colocated Maintenance and
Maintenance Optimization.

“In order for the NAE to meet the O&S cost reduction
goals, three areas must be kept in center focus: First, the
initiatives must be vetted, easy to implement, and effec-
tive when used; next, we must have buy-in from all ele-
ments of the NAE stakeholders from the flight line to the
Triad; and lastly, the metrics we obtain from these initia-
tives must be accurate to a level to allow the leadership
team to make informed business decisions,” according to Rear
Adm. Jaynes.

Emerging Sustainment Initiatives

O&S Cost and O&S Should Cost Initiative

The first initiative centers on finding cost efficiencies in depot
maintenance, aviation depot level repairables and consumable
materials. These cost drivers present the greatest opportunity
for savings. The team recently launched best-practices, af-
fordability and readiness strategies, all of which have been
replicated across all platform teams. The O&S Cost effort
focuses on reducing current readiness sustainment costs,
while the O&S Should Cost effort focuses on reducing future
readiness O&S costs that might be inherent in weapon system
acquisitions.

The O&S Cost and O&S Should Cost initiative performs Root
Cause Analysis (RCA) in four areas: Maintenance Practices,
Maintenance Planning, Repair Capability and Contract Strate-
gies. Maintenance Practices focuses on reviewing current fleet
maintenance practices and identifying areas of opportunity
for improving maintenance practices and/or reducing cost
per flight hour. Under Maintenance Planning, the focus will
be to apply actual failure data to current maintenance plans,
investigate opportunities to turn high-cost consumables into
repairables, and determine if additional repair capability is
warranted. In Repair Capability, current repair capability and
capacity at both Maintenance Level Il (Intermediate) and
Maintenance Level Il (Depot) are documented. During the
Repair Capability phase, the ARAT members interact with
the platform team to better utilize Intermediate-Level repair
capability to avoid costs associated with Depot-Level repair
of assets. Under Contract Strategies, supply chain manage-
ment support contracts are reviewed to seek opportunities to
optimize cost-wise readiness and broaden the vendor base in
an effort to reduce sustainment costs.

“To impact those issues driving readiness gaps and cost, we
must continue to influence design for supportability to en-
able future readiness and attack readiness and cost drivers
to enhance current readiness. By standardizing our readiness
assessment processes, properly training our analysis teams,

"By standardizing our readiness
assessment processes, properly
training our analysis teams, and

holding provider organizations

and resource Sponsors

accountable, we can drive cost
down and increase readiness.”

—Rear Adm. CJ Jaynes

and holding provider organizations and resource sponsors ac-
countable, we can drive cost down and increase readiness,”
Jaynes said.

Platform-Specific Logistics Assessments Utilizing
the Integrated Logistics Support Management
System (ILSMS)

The second initiative is centered on the implementation of the
ILSMS tool in all platform program offices and the execution of
the Logistics Assessment as a platform team enters its NAE
briefing cycle.

The Logistics Assessment is a data triage process focused on
the equipment pillar of the readiness PESTO (people, equip-
ment, supply, training, ordnance) equation. It is designed to
provide the T/M/S team with a standardized process for iden-
tifying their readiness and cost degraders. The ILSMS tool fa-
cilitates data triage as it provides the analyst with advanced
analytical capabilities, simulation models and improved access
to aggregated data. The primary objectives of the Logistics
Assessment are to:

* Institutionalize a repeatable data triage process with a
common understanding of readiness and cost degraders.

* Improve root cause analysis of those issues.

* Develop mitigation plans with provider organizations.

* |dentify systemic issues across the enterprise.

ILSMS will help facilitate the root-cause and business-case
analyses necessary to identify crucial linkage to reducing read-
iness and cost degraders. The system uses a 10-year historical
baseline to identify components that are performing outside of
established parameters. This ability will give leadership early
indications of potential degraders and allow for mitigation
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before they become readiness or cost degraders. ILSMS also
provides more than 100 top-level metrics, with the detailed
transactional data behind them, to assist in trend analysis. The
Logistics Assessment and ILSMS are key enablers in address-
ing cost and readiness degraders with platform teams, pro-
vider organizations and resource sponsors to affect changes
to improve readiness and reduce cost.

COMFRC Aviation Rapid Action Teams

(ARATs), Colocated Maintenance (CLM)

and Maintenance Optimization (MO)

A third initiative involves the use of innovative efforts devel-
oped at COMFRC designed to aggressively address repair
throughput barriers, process inefficiencies, and readiness and
cost degraders. These initiatives include the use of ARATS,
CLM and MO.

ARATs are agile teams made up of analysts, engineers and
logisticians whose purpose is to provide quick root cause
analysis of potential cost and readiness degraders, and then
formulate innovative solutions to overcome these barriers.
Possible solutions could be to design a new maintenance or
supply process, introduce a new tool or piece of equipment,
or reassign and train a repair technician to perform a new or
additional task. The ARAT team will be an important option
available to the T/M/S team as its members work their cost
and readiness degraders discovered during the Logistics As-
sessment.

The maintenance and supply business efficiencies coming
from the CLM and MO efforts hold the promise of real cost
savings. Both efforts present a graduated approach to inte-
grating Level Il (intermediate) and Level Il (depot) main-

tenance activities and garnering cost efficiencies from that
integration. Using FRC Southeast (Jacksonville, Fla.) as the
testbed, COMFRC has mapped out processes and business
rules, and conducted a prototype demonstration of the po-
tential benefits of the Integrated Industrial Work Center. This
prototype identified 36 components that could be repaired
under this integrated maintenance approach, resulting in a
reduction of $320,000 in a Component Unit Price (CUP)
for FY 2012.

As Rear Adm. John King, Naval Supply Systems Command
Weapon Systems Support, said, “We are living in exciting
times. While the pressures of smaller budgets are challeng-
ing, it is also a time where we can mine data across the NAE
and leverage this information to make cost-saving decisions to
the benefit of both the warfighter and the taxpayer.”

Summary

For the DoD weapon system acquisition process and the
subsequent fielding and sustainment phases, the NAE's re-
newed focus on effective cost management and program af-
fordability has created a whole new opportunity to discover
and implement innovative solutions to the readiness and cost
degraders that have plagued T/M/S teams for a long time. The
processes outlined in this article reflect the disciplined, multi-
faceted approach the NAE will utilize to identify and execute
life-cycle cost reduction while maintaining optimum aircraft
readiness.

The authors can be contacted at robert.farmer@navy.mil, brian.k.jacobs@
navy.mil, craig.owen@navy.mil, dennis.aubrey@navy.mil, michael.
berkin@navy.mil, roy.lancaster@navy.mil, tim.simpson@dau.mil and
duane.mallicoat@dau.mil.
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