
DLA Troop Support Plans to Reduce Costs 10 Percent Over Five Years

DLA Troop Support is taking a comprehensive look to 
make sure its 16-year-old National Allowance Pricing 
Agreement (NAPA) program is up to date with cur-

rent industry standards regarding pricing and allowances.
NAPA is designed to allow DLA Troop Support custom-

ers to save money on food items they purchase by way of 
volume sales discounts it negotiates with manufacturers.

Efforts to refresh and reorganize the program accelerated 
in January when the Defense Logistics Agency launched 
an Enterprise Cost Reduction program with the goals of 
significantly reducing operational expenses, as well as the 
acquisition price of items procured.

Under pressure to reduce costs, DLA Troop Support plans 
to achieve a 10 percent reduction in costs by fiscal 2018. 
DLA Troop Support plans to reach the goal in increments 
of 2 percent a year over five years beginning in fiscal 2013.

“It’s a part of our comprehensive look at pricing,” said 
Tom Lydon, chief, strategic material sourcing, Subsistence 
Supplier Operations.

For subsistence, the plan is to achieve reductions through 
lower material costs. DLA Troop Support wants to negoti-
ate bigger NAPA discounts with manufacturers by reaching 
out to industry and relying on prime vendors to get better 
prices from manufacturers. In the case of prime vendors, 
a combination of lower product, distribution price and 
operating expenses are expected to contribute to overall 
supply chain efficiencies.

INDUSTRY PRACTICES
DLA Troop Support intends the NAPA program’s struc-

ture to remain as is. “I think what we’re attempting to do 
right now is to take a fresh look at what current industry 
practices are now in the food industry in terms of allow-
ances and discounts,” Lydon said. “We want to make this 
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NAPA holders: “they will be 
fact-driven based on general 
commercial practices and 
our position or rank in the 
marketplace.”

INDUSTRY CHANGED
Industry has changed 

since the NAPA program be-
gan. Some suppliers partici-

pating in the program now did not have sales in the 
United States when it began, and there are more compa-
nies that DLA wants to consider, Steenberge explained.

He estimates that DLA has processed 300 changes 
a quarter over the last 20 years, and now is doing a 
further evaluation. “All we’re doing is taking a look, 
doing a further evaluation of are we getting what we 
should be getting,” he said.

At the same time, more value-added and prepared 
items are being used for troop feeding now. When the 
NAPA program began, military food service prepared 
meals mostly from scratch. This transition represents 
economies to customers and a natural progression of 
food pricing.

“They may certainly give economies to our custom-
ers,” Lydon said. “They don’t need as much prepara-
tion, you might not need an actual cook, but, in terms 

of the actual item itself versus the items they replaced, 
if something was made from scratch, now you’ve got a 
fully prepared entrée. Some of that is just the natural 
progression of food pricing in most areas, and some of 
it is the area of items that we are currently carrying.”

COST REDUCTION
By taking steps to create economies and reduce oper-

ational expenses as well as the acquisition price of items 

a fact-driven process.”
One consideration is whether the current level of 

discounts and allowances on pricing meet existing 
industry standards. DLA Troop Support may get a 
significant discount now on an item, but some greatly 
increase in value over time, which raises the question: 
is the return less than it once was?

Coffee, for example, costs $6 a pound now com-
pared with $2 a pound in 2000. “If we have the same 
discount we had seven years ago as a percentage, maybe 
that needs to be adjusted,” said John Steenberge, chief, 
National Allowance and Pricing Branch Subsistence 
Supplier Operations, at the time of this interview.

Regarding allowances, DLA Troop Support believes 
that it is treated fairly by the vast majority of its busi-
ness partners, but plans to expend resources to review 
current food industry practices in terms of allowances 
and discounts from suppliers.

Also under consideration, DLA Troop Support has 
never established a minimum discount. “We’d like to 
look at what industry standards are in terms of what 
a minimum discount would be,” Lydon said. “Our 
analysis is that some of the NAPA discounts are argu-
ably too low.”

DLA Troop Support designated a person to talk 
with suppliers by phone on this question. “The initial 
question, after talking with a number of our friends in 
industry, is what is the current commercial practice, has 
it altered much; then from there, I think everything 
flows naturally,” he said.

A third is to re-compete a longstanding data-tracking 
agreement that DLA Troop Support has with One2O-
neUS LLC. The solicitation closed in March and DLA 
Troop Support expects to have a new contract in place 
by Oct. 1, 2012.

Data tracking is a good tool that enables DLA Troop 
Support to understand the items purchased through 
the NAPA program. “Any program, if you’re going to 
make intelligent, fact-driven decisions, you need to 
crunch that data in appropriate ways,” Lydon said. 
“It’s a program that we found to be a value for us.”

Whatever revisions are made to the NAPA program, 
Lydon wrote in a letter from DLA Troop Support to 

Executives representing seven overseas and seven stateside prime vendors joined a 
roundtable discussion with senior leaders from the Defense Logistics Agency that 
was hosted by dLA director navy vice Adm. mark Harnitchek. the march 30 meet-

ing aimed to strengthen DLA’s relationships with the subsistence prime vendors.
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may need to change. Achieving 
reduced material and operating 
costs has to be accomplished pri-
marily with the distributor and 
being able to reduce inventory, 
which is a big cost, and requires 
complete transparency and ac-
countability.

“The bottom line in all of this 
is there has to be complete trans-
parency and accountability as 
we reduce the cost,” Daley said.

REINVIGORATE NAPA
Against that backdrop, DLA Troop Support is review-

ing the NAPA program to overhaul and reinvigorate 
it. Changes have been made since the program was 
launched, but DLA focused its attention on developing 
the Manufacturer Pricing Agreement (MPA).

“That’s not to say that some of our business part-
ners have not made adjustments over time, but we 
just made an assessment, we put so much emphasis 
on developing the MPA [Manufacturer Pricing Agree-
ment] program, we just haven’t focused enough on 
the NAPA piece,” Lydon said.

Established in 2009, the MPA realizes pricing criteria 
being implemented for DLA Troop Support’s OCONUS 
Subsistence Prime Vendor Program. Under the program, 
the government agrees to a set Free On Board (FOB) 
origin price of the product with the manufacturer, and 
all other costs are collected by the Subsistence Prime 
Vendor contractor under their distribution fee.

Since creating the NAPA program in 1996, DLA 
Troop Support negotiates with manufacturers to take 
advantage of a commercial practice of affording dis-
counts to volume purchasers.

Under the NAPA program, dining hall/galley manag-
ers or procurement officers place food orders through 
their regular prime vendors. Those food items carry 
pre-negotiated discounts or allowances authorized for 
DLA Troop Support’s customers by the manufacturers. 
The Subsistence Prime Vendor deducts that allowance 
from the cost of the item and charges the DLA Troop 
Support customer the reduced price.

For manufacturers, the NAPA program is an op-
portunity to promote their brand names by offering 
discounts to end-users, as well as the ability to mer-
chandise their products. —GFS

procured, DLA Troop Support is 
responding to the Enterprise Cost 
Reduction Program launched in 
January by the Defense Logistics 
Agency.

The Enterprise Cost Reduction 
program is a response to budget 
cuts affecting defense spending 
that were made in response to 
requests from President Barack 
Obama and Secretary of Defense 
Leon Panetta to get down to a 
$525.4 billion budget, a reduc-
tion of $5.2 billion from the $530.6 billion in fiscal 
2012. These cuts have trickled down to DLA, which 
last year had sales of about $40 billion, including $5 
billion in subsistence.

“The whole idea is to reduce cost, and a key part 
of reducing total cost is to reduce material cost,” said 
Tom Daley, deputy director of Subsistence, DLA Troop 
Support.

DLA has asked industry how to achieve reductions. 
For example, executives representing several overseas 
and stateside prime vendors joined a roundtable dis-
cussion with senior leaders from DLA that was hosted 
by DLA Director Navy Vice Adm. Mark Harnitchek, 
SC, USN.

The March 30 “Captains of Industry” meeting aimed 
to strengthen DLA’s relationships with the subsistence 
prime vendors that are significantly involved in the 
direct support of America’s warfighters. It made indus-
try partners aware of the changes ahead and to hear 
feedback on any DLA processes or procedures that can 
be reviewed for improvements allowing both sides to 
better work together.

Harnitchek asked industry how material cost could 
be reduced and to look for operational efficiencies 
that can lead to reducing the mark-up DLA is charged.

“So, we’re looking for our industry partners to re-
duce material costs,” Daley said. “We want them to 
negotiate better pricing from the manufacturers; at 
the same time, we want them to look for operational 
efficiencies within their own processes, which could 
decrease the mark-up and the distribution fees they 
charge us. And it’s not just the industry that actually 
has this burden. Even internally we have to reduce 
some of our operational costs, and maybe even change 
the way we order.”

Internally, DLA has to reduce costs and its customers 

Daley
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