Commodity Councils

(Reference AFAC 2003-1105)

The referenced AFAC introduced the Commodity Council concept and revised the AFFARS to enable the establishment and function of Commodity Councils in acquisitions.  The following documents provide an overview of commodity councils and the steps the Air Force is taking to implement the commodity council strategy in acquisitions.  The SAF/AQCA briefing, embedded in the attached Concept of Operations, is especially helpful for understanding the rationale and expected payoff in using Commodity Councils.

Basically (and risking over-simplification), the Air Force will determine which groups of items (commodities) purchased by many activities throughout the Air Force can be provided better (faster, better quality, less expensive, etc) if a single activity establishes and implements a common strategy and contract vehicle for the items.  Once established, decentralized ordering at the established prices will be possible. 

The Air Force leadership is currently identifying candidate commodities and establishing commodity councils.  SAF/AQCA will be involved in this effort and will be integrally involved with establishing the contract vehicles for ordering the commodity items or services.  Once established with contract vehicles in place, each commodity council will provide instructions to acquisition personnel Air Force-wide regarding decentralized use of the centralized contract vehicles.  Some commodity councils are functioning already; the goal is to have most established by 2005 and all being fully utilized by 2008.

Attachments


Commodity Council Concept of Operations


Commodity Council Overview briefing (embedded in the Concept of Operations)

Commodity Council

Concept of Operations

Introduction

‘Commodity Council’ is a term used to describe a cross-functional sourcing group charged with formulating a centralized purchasing strategy and establishing centralized contracts for enterprise-wide requirements for a selected commodity grouping.  Following the council’s strategic sourcing actions, decentralized units then execute tactical ordering against those pre-established business agreements.  Air Force Contracting is adopting the commodity council concept to better leverage its spend and improve its customer responsiveness.

In this definition ‘commodity’ simply means a defined category of goods or services, and does not imply an expendable or non-complex item.  The commodity council concept is predicated upon maximizing the cost-reduction advantages of leveraging enterprise-level spend, utilizing market experts to formulate sourcing strategy, and forming strong relationships with preferred suppliers.  The key to the commodity council approach is relying on market experts for the specific commodity being purchased to make well-informed, market-savvy sourcing decisions that fully meet all enterprise-wide requirements for a specific commodity.

Typically, the AF's current procurement strategy does not leverage overall AF spend.  Although the AF has achieved some consolidation of requirements in certain “pockets of excellence,” the AF generally relies upon local strategy and execution to fulfill individual unit requirements.  This results in multiple, decentralized sourcing strategies that tend to increase the overall prices that the AF has to pay for goods and services.  This decentralized approach also decreases the AF’s ability to influence its suppliers across the enterprise.  Creating a commodity council approach at an enterprise level changes this process and will allow the AF to better leverage its spend to reduce the unit cost for goods and services and to improve customer responsiveness.  Bringing together a group of commodity experts to establish the AF’s sourcing strategy will better ensure the best overall performance for the entire AF.

Commodity councils have been a quantifiable success for commercial industry’s best purchasing organizations.  As documented in Purchasing Magazine’s 10 Oct 02 issue, the average anticipated cost reduction goal for commercial manufacturing firms is 12%.  A similar savings for the AF could result in $4.2B in cost savings (based on an approximate sustainment/operational spend of $35B annually).  Obviously, savings of this amount would have a huge operational impact upon the AF.  Although skeptics will no doubt say this amount of savings is unrealistic for the AF, this level of savings is certainly supported by the experiences of leading-edge commercial firms committed to cost-reduction and improvement efforts within their purchasing and supply chain management functions.  The time for commodity councils is now—the AF must join the ranks of world-class purchasing organizations by applying best practices and reaping the associated rewards.

Vision

Achieve cost savings and performance improvements by leveraging commodity volumes across the Air Force

· Improve customer support

· Reduce purchase cost of items

· Increase quality of goods and services

· Accelerate delivery responsiveness

Implement the 'Commodity Council' concept within the Air Force

· Eliminate duplication of effort

· Minimize supply chain costs through integration / collaboration

· Demonstrate the power of leveraged purchasing

Objectives

The objectives of a commodity council are to identify crucial commodities for centralized management. This includes gathering market intelligence, developing a written sourcing strategy, and selecting suppliers based upon that strategy.  Once this strategy is developed and managed, the actual execution will be at a decentralized or local unit level.  This concept ensures an approach that maximizes the benefits of centralized management while retaining the flexibility and operational risk mitigation of decentralized execution.

Knowledgeable commodity experts should be chosen to chair established councils, and cross-functional representatives should be appointed to each council, as required, to ensure full-spectrum customer representation from across the AF.  In order to ensure correct strategies are developed at the council level, it is critical that those members chosen to serve on the council are indeed the AF's acknowledged experts in that commodity grouping.  Beyond the council level, a single acquisition executive should be designated to approve the sourcing strategy developed by the council to ensure a single point of responsibility and authority.  

Commodity Council Roles & Responsibilities

The key roles of the commodity council are to provide an AF-wide strategy for the procurement of a specific commodity and to ensure this strategy is executed properly at decentralized levels.  The formulation of this strategy is accomplished by maintaining a close watch on industry trends, supplier performance, and customer requirements via market-savvy and versatile cross-functional council members. 

Other responsibilities of the council include:

· Creating and maintaining supplier relationships

· Integrating suppliers into business operations

· Driving commonality and standardization of requirements

· Leveraging volume across the enterprise

· Reducing supply chain costs

· Developing guidelines, strategies, and scorecards

· Determining what level of effort to be decentralized

The council will need to develop strategies that include:

· Number of approved suppliers and effort awarded to each supplier

· Recommended local and global suppliers

· Supplier development plans

· Supplier relationship methodology (traditional, strategic alliance, etc)

· Contract type, length, and terms/conditions

· Incorporation of socio-economic programs

Commodity councils should be rank-ordered by merit of their performance by the acquisition organization, and commodity councils’ performance ratings should be determined by the performance of their selected suppliers in meeting the approved commodity strategy goals and objectives (i.e., “you’re only as good as the supplier you select”).

Getting Started

Steps to begin Commodity Council implementation:

1) Establish executive-level support for specific commodity initiative

2) Establish working group with MAJCOM representation to scope council activity

3) Select Commodity Strategy Official

· Single acquisition approval point for sourcing strategy

4) Select commodity council lead

5) Select commodity council members

· Ensure cross-functional and full-spectrum representation 

6) Gain AF-wide endorsement

· MAJCOM/CC involvement is critical to gain WG/CC confidence/support

7) Initiate commodity council methodology

Conclusion

Creating a commodity council approach within the AF is the best way to reach AF Contracting's Procurement Transformation's strategic sourcing objectives.  Implementation will decrease unit cost of purchases, decrease lead times, and increase AF purchasing flexibility.  Commodity councils are already a proven, cost-effective purchasing method used by commercial firms.  For the AF to become a best in class purchasing organization, implementation of a commodity council is imperative.  
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Good Morning 



I’d like to thank Mr Diamond and Mr Benavides for inviting us to participate in this event – it’s a great opportunity for us to engage in forums like this to help communicate what our vision is for the future of AF procurement.







Air Force Contracting



What Motivates Change?



Industry innovation directly affects the bottom line   



Profit = Revenue - Expenses



Government innovation directly affects the customer   

Enhanced Warfighter Capabilities = Available Resources - Cost



The AF must leverage its “buying power” to enhance the warfighters capabilities.
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The Case for Change





Every year DoD leaders struggle to do more with less



		“the re-capitalization rate for military facilities is 192 years”      - Rep Jim Saxton 2003 Defense Budget Hearing

		“when development began USAF intended to purchase 648 F-22 aircraft . .  now we hope to field 330” – F/A 22 Program Info Sheet

		“the maintenance backlog for the military departments was $1.2 billion at the start of FY 00”  -DoD IG Audit Unfunded Depot Maintenance Requirements, 2001

		“the QDR force is simply not affordable at the budget levels proposed for FY 01-10 . . .there will be little choice left but to make additional personnel cuts, force structure reductions, and spending cuts in defense re-capitalization and modernization programs”- Adequacy of the defense budget, 8 Feb 2000
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FY 01: RAND spend analysis study identified initial leverage opportunities 

FY 01 RAND AF spend profile indicated many potential leverage opportunities

		CUSTODIAL - JANITORIAL SVS. – $140M, 80 purchasing offices, 239 new contracts, 177 contractors

		OFFICE FURNITURE - $76M, 79 purchasing offices, 363 new contracts, 179 contractors

		TRASH - GARBAGE COLLECTION SVS. - $40M, 72 purchasing offices, 124 new contracts, 83 contractors

		ADP EQUIP. - $904M, 85 purchasing offices, 462 new contracts

		IT Selected as initial pilot Commodity Council (ITCC)

		MAINTENANCE (OFFICE BLDGS.) - $237M, 69 purchasing offices, 358 new contracts, 282 contractors

		LANDSCAPING - GROUNDSKEEPING – $61M, 59 purchasing offices, 114 new contracts, 76 contractors



						RAND's Analysis of FY01 AF-wide DD350 data



So, let’s look specifically at how the Spares Campaign is going about its business.

Individuals from across the AF, academia and industry were brought together and divided into 5 multi-disciplinary teams (we will look at those 5 teams shortly) to come up with ideas and recommendations for achieving 3 things:



1.   Re-engineering the supply process and improving support to the warfighter. Specifically, to reverse some of the negative aspects of performance shown here (read through points under negative performance)



2.   Achieve best mission capability given fiscal realities



3.   And, to improve support to EAF operations.



All of these aims lie at the core of what the Air Force is in business to do and are very much on the minds of its senior leadership. They are serious leadership challenges that cannot be ducked and the successful outcome of which will be key to the USAF remaining the most potent deliverer of air power through the 21st Century.
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FY 02: Further analysis indicated that USAF had opportunities to leverage spend by supplier and by product type   

Source:  RAND analysis of FY02 data.    

		Our Spend By Supplier		Our Spend By Product/Service Type

		Organizations 
(Top Five by Dollars)		$ Millions		Buying
Organization		FSC 
(Top Five by # Contracts)		$  Millions		# Contracts

		Lockheed Martin Corp		$10,010		88		Maintenance / Misc Buildings		$224		450

		The Boeing Company		$8,388		81		RDTE / Defense Applied Research		$304		443

		Raytheon Corp		$2,332		75		Maintenance/Office Buildings		$157		354

		Northrop Grumman Corp		$2,155		124		Office Furniture		$98		352

		United Technologies Corp		$1,680		32		Gas Turbines and Jet Engines		$2,058		328



		WE WERE NOT BUYING AS ONE ORGANIZATION		WE WERE NOT CONTRACTING AS ONE ORGANIZATION













































































The FSC class with the next highest number of contracts after Office Furniture is Gas Turbines and Jet Engines with $2,058 and 328 contracts.



Passenger Air Charter Service had 745 purchase-order type contracts out of 770 total contracts or (97 percent).  AMC/DOY (contract airlift division that buys for CRAF missions) made all but one of air charter service purchases.  Of the 770 contracts, 197 contracts went to Southwest Airlines and 117 contracts went to Miami Air International.  Essentially all were purchase orders (197 and 114, respectively).
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Depot Jet Engine Bearing Opportunity

 242 Suppliers/Distributors   

339 Contracts

1037 Contract Actions

247,531 Avg.  Annual Qty

$25.6M Avg. Annual Cost

Total Bearing Manufacturers = 5

Is this the best solution…not likely

Is 5 the right solution…probably not for  SAF/SB

But we know we can do better





An analysis of bearings purchased for the Oklahoma

City 

Air Logistics Center found . . .
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The Leverage Opportunity

 AFMC eGPC



Top Potential BPA Vendors

(Dollars in millions based on FY02GPC spend)









No GSA schedule



AF BPA 

with Office Depot 

5% Discount

 



These numbers are based on the CARE data from FY2002 with the following items removed:

		Government to Government Transfers

		IT purchases, because of AFWAY contracts

		Medical purchases, because of existing medical contracts

		Training and education

		Travel expenses

		Any transactions over $25,000, because they are most likely contract payments

		Convenience checks and any other financial transactions

		Any transaction under $0.01, these are refunds, returns, corrections, or rebates

		And any miscellaneous transaction for vendors who will not lend themselves to commodity purchases, like membership organizations, charitable organizations, entertainment . . .

		Any transactions with a foreign vendor (transaction made at a vendor site outside the US)









Sheet1


						AF									AFMC


						OFFICE DEPOT			$30.6						OFFICE DEPOT			$10.1


						GRAINGER			$17.9						GRAINGER			$5.0


						SAN ANTONIO LIGHTHOUSE			$16.5						LCI BASE SERVICE CENTER			$3.5


						LCI BASE SERVICE CENTER			$16.4						STAPLES			$2.1
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						LABSAFE			$5.1						KIMBALL OFFICE FURN			$1.2


						OFFICE MAX			$5.0						XEROX			$1.2


						SOI*SNAP-ON INDUSTRIAL			$5.0						LOWE'S HOME IPROVEMENT WR			$1.1


						LOWE'S HOME IPROVEMENT WR			$4.7						SOI*SNAP-ON INDUSTRIAL			$1.0


						HOME DEPOT			$4.0						CORP EXPRESS			$1.0


						SEARS			$3.9						BOISE OFFICE			$1.0
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Analysis of Industry indicated that Strategic Sourcing and Commodity Councils offered a process to leverage spend and increase process efficiency

		'Economies of Scale' widely-accepted method of cost saving

		'Volume leverage' is #1 strategy for purchasing cost reduction

		Avg. purchase cost reduction goal for manufacturing firms = 12%



				Purchasing Magazine, 10 Oct 02



		Not a new concept

		Advocated by Purchasing & Supply Chain Management initiative within AF's Spares Campaign 

		Farming co-ops, distributors, 3PLs, consortiums, etc.

		In 1997, 20% of Fortune 500 firms participated in consortiums, garnering 13.4% savings and a 767% ROI 



					CAPS Research, 1997



		It’s about combining individual needs to gain leverage

		The same way your personal finances benefit from consolidation!

		e.g., mutual funds, 401Ks, Costco, Sam’s Wholesale,                12-pack vs. 6-pack, etc.





Leading Fortune 500 companies have recognized for a number of years the benefits that accrue from leveraging their buying power….



IBM, which has a purchasing budget and size very similar to that of the AF and one of the leading proponents of transformation,  reports a $12B gain in competitive advantage as a result of their efforts in the late 90s.



The concept of leveraging is not new… individually we each take advantage of the concept whether it’s in our personal finances or buying a twelve pack instead of a six pack at the local carry-out – leveraging your volume reduces your costs! 
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Commodity Council Overview

'Commodity' = segmentable category of goods or services

		Does not imply an expendable or non-complex item





'Commodity Council' = cross-functional sourcing team

		Develop enterprise-wide procurement strategies

		Integrate customers and suppliers

		Drive commonality and standardization

		Leverage purchasing volume 





Characteristics of a Commodity Council:

		Executive-level endorsement

		Well-informed and market savvy commodity experts

		Centralized strategy . . . decentralized execution
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Commodity Council

Process Overview





 Each Commodity Council will have adequate cross-functional representation and will utilize a standardized process
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Key Stakeholders



Commodity Council Process



If imitation is the greatest former of flattery then the IBMs of the world are red-faced even as we speak… our process at the 50,000 foot level looks a lot like industry….  

Review Current Strategy:  here you conduct spend analysis, identify key stakeholders, identify current contracts and initiatives, identify current policy and statutory requirements, look at current processes used to procure items, document current metrics that are being tracked, hold review sessions with major customers and suppliers, and begin identifying leverage opportunities

Evaluate/Assess Current Market:  here you identify which data sources you will use, identify market trends, analyze the market for emerging suppliers and products, analyze suppliers and supplier capacities, stratify market by socio-economic factors, and identify key market cost drivers

Forecast Future Demands:  Here you collect requirements info from customers, develop customer-approved demand forecasts, establish cost estimates, analyze projected funding against demand, determine spend projections, and validate spend plan with stakeholders

Create Future Strategy:  Here is where the council develops and prioritizes commodity goals, performs gap analysis between current strategy and goals, develop strategies for meeting goals, synchronize spend plan with supplier capacities, mitigate threats to supply chain stability, and ultimately develop the recommended Commodity Acquisition Management Plan (CAMP).

Approve Strategy:  Here is where the CSO approves the strategy and the workload for required new contracts is allocated out to the field.

Establish Contractual Instruments:  This is where contracting offices establish any required business agreements.

Rollout Strategy:  Here is where you communicate the new strategy to the field, conduct any necessary training, transition from previous suppliers, and begin executing against the new strategy.

Monitor and Continuously Improve:  This is the critical step where you keep tabs on the market place and customer demands, tweak the strategy as required to optimize performance, and where you also reallocate budgets across the AF as savings and improvements materialize.
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What's Different?

Deliverables

		 Commodity Acquisition 



  Management Plan

		 Advance forecasting to get in FRONT of AF-wide requirements



		 AF-wide commodity strategy
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Key Stakeholders

Establish

Contractual

Instruments

Small Business Strategy

		 Review Current SB Participation

		 Address SB at each stage





Deliverables

		 Demand Plan

		 Cost Estimate

		 Approved Spend Plan





The process is different from how we’re doing business today from a timing perspective… it going to allow us to get the strategy out in front of the requirements generation process so that we’re in a position to develop strategy on a corporate AF basis.



This is going to make it possible for us develop comprehensive material support plans for an entire class of items rather dealing with a single purchase request…  
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1.0 - Review Current Strategy





1.1 -   Begin communication / implementation planning

1.2 -   Conduct spend analysis

1.3 -   Identify stakeholders

1.4 -   Identify current initiatives / contracts

1.5 -   Identify current policy and statutory requirements

1.6 -   Detail current processes with users

1.7 -   Document current metrics being tracked

1.8 -   Hold review sessions with major users and suppliers

1.9 -   Benchmark existing strategies

1.10 - Define leverage opportunities



Deliverables / Tools

		 Spend Analysis Report

		 Current Strategy Report

		 Leverage Analysis Report

		 Draft Communication Plan

		 Draft Implementation Plan



 

		 Spend Analysis Tool
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Summary and Future of PSCM
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2.0 - Evaluate / Assess Current Market
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2.1 -   Determine data sources

2.2 -   Document market trends

2.3 -   Analyze market for emerging suppliers / commodities

2.4 -   Request information from leading suppliers

2.5 -   Analyze suppliers' capacity / capabilities

2.6 -   Determine market availability of commodities

2.7 -   Stratify suppliers by socio-economic status

2.8 -   Develop key industry cost drivers

2.9 -   Evaluate current strategy against best practices



Deliverables / Tools

		 Market Assessment Profile





		 Commodity Prioritization



   Matrices

		 Spend Analysis Tool





Summary and Future of PSCM
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3.0 - Forecast Future Demands
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Key Stakeholders

3.1 -   Collect requirements information from stakeholders

3.2 -   Develop customer-approved demand forecast

3.3 -   Evaluate demand forecast against key cost drivers

3.4 -   Establish cost estimate for demand forecast

3.5 -   Analyze projected funding against demand forecast

3.6 -   Determine spend projections

3.7 -   Validate spend plan with stakeholders



Deliverables / Tools

		 Demand Plan 

		 Cost Estimate

		 Spend Plan





		 Planning and Scheduling



   Tools



Summary and Future of PSCM
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4.0 - Create Future Strategy
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Key Stakeholders



4.1 -   Develop and prioritize commodity goals

4.2 -   Analyze gap between existing strategy and goals

4.3 -   Develop strategies for meeting specific goals

4.4 -   Analyze spend plan against supply base capabilities

4.5 -   Generate approved supplier recommendations

4.6 -   Synchronize demand forecast and suppliers' capabilities

4.7 -   Mitigate internal / external threats to supply chain stability

4.8 -   Develop Commodity Acquisition Management Plan

4.9 -   Establish stakeholder consensus



Deliverables / Tools

		 Recommended Commodity



   Acquisition Management Plan





		 Knowledge Management Tool



  



Summary and Future of PSCM
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5.0 - Approve Strategy
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Key Stakeholders

5.1 -   Approve Commodity Acquisition Management Plan

5.2 -   Allocate workload to establish required new contracts

5.3 -   Communicate workload responsibilities



Deliverables / Tools

		 Approved Commodity



   Acquisition Management Plan

  



Summary and Future of PSCM







Air Force Contracting



6.0 - Establish Contractual Instruments
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6.1 -   Issue requests for proposals

6.2 -   Analyze proposals

6.3 -   Negotiate with suppliers

6.4 -   Select suppliers

6.5 -   Award contracts



Deliverables / Tools

		 Required Contracts



		 Contract Writing Tool





Summary and Future of PSCM
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7.0 - Rollout Strategy





Review

Current 

Strategy

Evaluate / Assess

Current

Market

Forecast

Future

Demands

Create

Future

Strategy

Approve

Strategy

Establish

Contractual

Instruments

Rollout

Strategy

Monitor and

Continuously

Improve

Key Stakeholders

7.1 -   Communicate implementation strategy to stakeholders

7.2 -   Conduct required training / education

7.3 -   Conduct implementation kick-off meetings

7.4 -   Transition from previous suppliers

7.5 -   Execute against new strategy / contracts

7.6 -   Verify implementation

7.7 -   Ensure compliance



Deliverables / Tools

		 Rules of Engagement

		 Training / Education 

		 Executed Commodity Class



   Strategy



		 Knowledge Management Tool





Summary and Future of PSCM
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8.0 - Monitor & Continuously Improve 
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Key Stakeholders

8.1 -   Collect feedback from stakeholders

8.2 -   Collect industry data

8.3 -   Analyze strategy performance and market changes

8.4 -   Change operating budgets to reflect optimization

8.5 -   Reevaluate and loop back



Deliverables / Tools

		 Continuous Improvement

		 Compliance Reporting

		 Performance Reporting

		 Customer Service Reporting

		 Strategy Adjustments



		 Supplier Relationship 



   Management Tool

		 Customer Relationship 



   Management Tool

		 Balanced Scorecard





Summary and Future of PSCM
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Commodity Council Policy

		AFFARs changes to implement Commodity Council process

		Commodity Strategy Official (CSOs)  will have acquisition strategy approval authority (responsible for approval of CC ASP/CAMP)

		Definitions of Commodity Council and AQ Policy implementation letter 

		Will detail CSO appointment process

		Commodity Council Charters will be reviewed by AQC

		 AQC will verify that the proposed CSO(s) are appropriate
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What Does a Commodity Council Look Like and How Does it Work?

Example:The Information Technology Commodity Council (ITCC)
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Process & Governance

What’s different about CCs? The Information Technology Commodity Council example

					Pre-ITCC				ITCC

User Participation		•No involvement with strategy     		•MAJCOM & Air Staff

				development			membership in ITCC	



Strategy and Execution	•Decentralized Strategy		•Centralized AF Strategy			( each Base/MAJCOM does their own)	•Strategy group and execution 

				• One group does strategy & execution 	group are separate entities

				(Self-service strategy but all located at SSG)



Compliance		•No requirement to use strategy or contracts	•AF-CIO & SAF/AQC policy 

								direction to use vehicles and 							comply with standards 

Order Execution		•Decentralized Ordering		•Centralized Control—

								Decentralized Execution



Data/Info Usage		•No AF Spend Analysis		•Spend, Market, and Inventory  							Analysis	 

Strategy Approval		•SSG or ESC			•Shared CSO Authority

								(AF-CIO & 	SAF/AQC)	

Contract Approval 	•Unclear & varied 			•Streamlined and consistent

     Execution		• IT2 SAMP controls 			with strategy approval process



Although the Air Force has done some of this before (CIT-PAD, enterprise S/W contracts & licenses, MAJCOM deals with specific vendors, etc….) there are some key differences in this approach which should allow the AF to gain much greater benefit.
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ITCC GOVERNANCE:

Organization

Advisors

		AF-CIO/PT

		SAF/AQCA

		DoD ESI WG

		EXCOM

		JAG

		Commodity Regulatory 



  Expert

		Standards & Architecture 



  Experts

		Business Process Analysts

		Commodity Experts

		Policy Experts

		Industry Commodity Consultants

		HQ AF Commodity User Reps

		Org Change Mgr & Training 



  for ITCC Process

		Commodity Cost & Pricing   



  Data Analyst

		Economic Analyst

		Financial Analyst



Core Members

Mr. John Gilligan

Mr. Charlie Williams

Commodity

Strategy

Official

Matt

Benavides

Director

Ken Heitkamp

Deputy

Director

MAJCOM &

Functional

Reps

Debra

Middleton

Commodity

Project

Manager

Business

Requirements

Analyst

Core

Commodity

Expert

Commodity

Market

Research

Analyst

Commercial

Research

Consultant

Supply Chain

Risk & Production

Analyst

Small

Business

Consultant

Warrant

Authority &

Procurement

Analyst

JAG

Dorothy

Priest

Jeff

Titrud

Lt Col Tom Gaylord

Dorothy Priest

Lt Pam Woods



AF/IL

AF/XIC

AF/XIW

SAF/AQC

AF-CIO

SSG

AFCA

AFSPC

ANG

PACAF

USAFE

AF/SG

AF/FM

ACC

AETC

AMC

AFMC

AFRC

AFSOC

MAJCOM/Functional Reps/ Commodity Stakeholders



















































































































































































































































































































































































































































The Council is led by the Headquarters Standard Systems Group (HQ/SSG).  Other Air Force (AF) organizations (e.g., HAF and MAJCOM representatives) participate in the ITCC both as as Core Members and Stakeholders and/or Advisors.  Membership is as Follows:

Core Team: 

CSO:  Mr. John Gilligan and Mr. Charlie Williams         

Director:  Mr. Ken Heitkamp               

Deputy Director:   Lt Col Tom Gaylord

Project Mgr:  Ms Debra Middleton 

Requirements Analysts: Ms Dorothy Priest and Lt Pam Woods

SSG/JA:  Mr.  Jeff Titrud       SAF/SB:   Mr.   Matt Benavides

AF-CIO:   Ms. Ann Hurley       SAF/AQC:  Mr. Dan Bowman

MAJCOM   Representatives:

ACC:  Lt Col Roland Rivera AFMC:  Mr. Gary Brooks

AFRC:  Mr John Gillespie AFSPC:  Col Wedertz 

AMC:  Maj Bruce Shaw ANG:  Maj Scott Sweat

PACAF:  Lt Col Mark Huson AETC: Maj Adam Green

AFSOC:   Lt Col George Crouse  USAFE:  Carolyn Lee

Functional Representatives:

AF/XIC:   Lt Col David Hunninghake HAF-CIO:  Mr. Charles Vaughters

AF/FM:  Karen Altizer AF/SG:  Maj Lynn Johnson DoD ESI: Sandra Emrich
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ITCC Supports

 Air Force CIO Goals



		Leverage IT to Support and improve Air Force processes to increase both efficiency and effectiveness





		Ensure the Air Force takes advantage of state-of-the-art IT and best commercial practices 





		Ensure responsible stewardship of Air Force financial resources being spend on information management and related information technology





		Transformed processes, continuous improvement and leveraged technology









		New IT and best commercial practices





		Responsible stewardship of IT dollars: visibility, accountability, and flexibility
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IT Commodity Council

Key Objectives

		Fulfill user needs for IT commodities

		Develop AF-wide IT procurement strategies in advance

		Standards-based

		Aligned w/ CIO community vision

		Consistent process

		Reduce IT commodity acquisition cost

		Ensure alignment between Air Force policy and commodity strategies

		Ensure top performing vendors, highest quality products, at the best value for each commodity category







Develop strategies for IT procurement

	Establish socio-economic strategy

	Establish commodity support strategy

	Establish business rules
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Commodity Council Pilot  

IT Commodity Council Update

		IT CC quick win – EOY Buy

		Image Consolidation

		Configuration simplification

		12,500 computers instead of 10,000 for the same dollars spent

		$20M from 6 MAJCOMs pooled to buy 29,154 desktops instead of 17,360 that would have been purchased individually

		New leveraged buy price = $648.00 (vice 1129.57)







		Future efforts

		Laptops/Servers/IO Peripherals

		Future Challenges 

		Process for aggregating buy

		AFWay 

		Small Business Issues



“the Air Force bought computers at a 30 percent discount by buying in bulk . . . And  it’s a strategy that we plan to use more” John Gilligan AF CIO 
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What’s Next?

Two new CCs are now being stood up

		Security Forces 

		Demobilization of Army personnel currently securing AF gates and visitor centers (vehicle inspection)

		XO, PEO/SV, and  AQC forming SF CC 

		Center of Excellence and SF CC at Lackland AFB

		Medical Logistics and Services

		AFMC/SG and AFMLO are leading effort to stand up AFMS CC for professional services, clinical support services, facilities and mnx support, and contingency services

		Center of Excellence at WPAFB

		SAF/SGO and SAF/AQC to be CSOs
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Future Opportunities

		AFLMA 03 study indicated potential future Commodity Council Opportunities





- Systems Engineering Services $2.5B 

- Other ADP & Telecommunications Services $1.4B 

- Base Operations Support Services $1B 

- Environmental $814M 

- Logistics Supports Services $750M

- Utilities/Electric Services $535M 

- Food Services  $334M	

	 - Industrial Trucks, Tractors, & Trailers  $319M
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Executive Summary

		Procurement Transformation:

		Aligns Policies, Processes, People, and Technologies

		Is necessary to support the warfighter 

		By leveraging spend, the AF can better utilize its limited resources

		Commodity Councils are cross-functional sourcing teams with MAJCOM representation who are:

		Utilizing standard processes 

		Charged with implementing contracting vehicles to better leverage spend and manage supplier relationships 



The AF must leverage its “buying power” to enhance the warfighters needs.
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