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A study on the Direction of Development on PBL through

Literature Review & Analysis of Reality
Won, Bong Yeonl®, Lee, Sang Jin2**

ABSTRACT

There has been controversy over whether the Performance-Based Logistics(PBL) initiated by ROK
armed forces in 2010 has resulted in cost saving and improved effectiveness. This study reviewed the
preceding researches to solve these controversies, and analyzed the actual state of PBL application in
Korea and the leading countries of PBL. The following suggestions were made in the preceding
researches. First, only PBL metrics related to availability were emphasized. Second, preceding researches
have suggested the cost saving compensation contract and the cost saving incentive contract. However,
due to the level and scope of PBL in ROK armed forces, PBL metrics related to availability have some
limitations to apply. And due to the burden of determining the planned price, the cost saving
compensation contract and the cost saving incentive contract has been ineffective. To overcome these
limitations, we suggest the followings. First, we decompose and stratify our PBL metrics according to
business objectives to enhance effectiveness. We propose to use PBL metrics to measure the degree of
cost savings. Second, we propose to use the long-term option contract and aiming at a fixed price
contract type. And incentive mechanisms are applied to reduce costs. Applying these direction of
developments would not only meet the warfighter’s requirements, but also reduce total ownership cost.
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