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Is it really possible to understand industry?

W= 𝐹𝐹+𝑂𝑂𝑂𝑂+𝐺𝐺𝐺𝐺
𝐷𝐷𝐷𝐷

Understand the Universe Understand Industry’s  Universe
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Rates: Graphical View of Cost & Price Buildup
Total Costs + Fee or Profit = Price

Fee or Profit

Materiel
Sub-Contracts

G&A
Security

Overhead

Fringe

Direct Labor

ODC (Travel, 
Shipping, Etc.)

Vendor
Labor

Other contract 
costs not tied to 
direct labor base

Special Security

Fed Holidays, 
Vacation, Payroll 
Taxes, Incentives,
Health Care 
Insurance, 401(k)

General Mgmt, 
Accounting, 
NBR, IRAD, 
corporate

Indirect Labor, 
Supplies, 
Services, 
Facilities, 
Depreciation, 
Compliance,
Travel, Training
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A Systems Dynamics View of Your 
Industry Partner’s Universe

DL

W

Competitive
Position

Opposite Direction

Same Direction

F+OH+GA

• Is it possible to increase DL without winning new business?

• Can we disconnect “F+OH+GA” from “DL”?

W= 𝑭𝑭+𝑶𝑶𝑶𝑶+𝑮𝑮𝑮𝑮
𝑫𝑫𝑫𝑫
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BMC Corporate Division Organization

Division President

ENG

Contracts

Supply Chain

Legal

Comms (Pub Affairs)

Human Resources

CFO

OPS

Business Area B Business Area CBusiness Area A

• Annual Oper Plan
• Compliance
• Financial Planning / 

Budget / Execution
• Capital

• MFG
• Facilities / IT
• Safety
• Security

• ENG Solutions
• Mission Assistance
• Technology
• Tools
• Logistics
• Quality
• Test

Programs Programs Programs

GA
$18M

OH
$27M

FOR BUS UNIT B:
Direct Labor =        $10M
Fringe Rate = 50%
Overhead Rate=     60%
G&A Rate = 25%
Wrap Rate= 3.0
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What does all this mean for Defense 
Engineering LLC?

• What does this data tell you about the 
DE’s wrap rate?

• What does this data tell you about DE’s 
competitive position?
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