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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'Commodity' = 

segmentable

category of goods or services

n

Does 

not

imply an expendable or non

-

complex item

'Commodity Council' = cross

-

functional sourcing team

n

Develop enterprise

-

wide procurement strategies

n

Integrate customers and suppliers

n

Drive commonality and standardization

n

Leverage purchasing volume 

Characteristics of a Commodity Council:

n

Executive

-

level endorsement

n

Well

-

informed and market savvy commodity experts

n

Centralized strategy . . . decentralized execution

Commodity Council Overview
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'Economies of Scale' widely

-

accepted method of cost saving

n

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

n

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

Purchasing Magazine, 10 Oct 02

Not a new concept

n

Advocated by Purchasing & Supply Chain Management initiative 

within AF's Spares Campaign 

n

Farming co

-

ops, distributors, 3PLs, consortiums, etc.

n

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

n

The same way your personal finances benefit from consolidation!

n

E.g., mutual funds, 401Ks, Costco, Sam’s Wholesale, 12

-

pack 

vs. 6

-

pack, etc.

Commercial Industry Success
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Leading industry firms are radically reducing purchasing 

costs . . .  over and over again . . . year after year

n

TIMKEN 

–

10% reduction across safety supplies and then another 

23% by consolidating spend via third

-

party firm

n

WHIRLPOOL 

-

$200M reduction this year (15

-

20% targets)

n

INGERSOLL

-

RAND 

-

$300M (direct) and $100M (indirect) savings 

achieved (avg. 17%. . . up to 50% savings in certain commodities

)

n

TEXTRON 

-

$100M saved in purchase costs this past year alone

n

DUPONT 

–

$400M (14%) last year . . . this year’s goal = $1B

n

KODAK 

-

$1.4B . . . double

-

digit productivity targets again this yr.

n

ENGELHARD 

–

25% productivity improvement goals this year

n

MOTOROLA PCS 

–

Anticipates $500M savings possible if 

standardization/commonality achieved across product lines

Manufacturers Alliance’s Purchasing Council, Oct 02

Commodity Councils and volume leverage are key factors!

Commercial Industry Success (cont.)
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Achieve cost savings and performance improvements by 

leveraging commodity volumes across the Air Force

n

Improve customer support

n

Reduce purchase cost of items

n

Increase quality of goods and services

n

Accelerate delivery responsiveness

Implement the 'Commodity Council' concept within the AF

n

Eliminate duplication of effort

n

Minimize supply chain costs through integration / collaboration

n

Demonstrate the power of leveraged purchasing

Air Force Vision
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Our AF spend profile shows many leverage opportunities

n

CUSTODIAL 

-

JANITORIAL SVS. 

–

$140M, 80 purchasing offices, 

239 new contracts, 177 contractors

n

OFFICE FURNITURE 

-

$76M, 79 purchasing offices, 363 new 

contracts, 179 contractors

n

TRASH 

-

GARBAGE COLLECTION SVS. 

-

$40M, 72 purchasing 

offices, 124 new contracts, 83 contractors

n

ADP EQUIP. 

-

$904M, 85 purchasing offices, 462 new contracts

n

MAINTENANCE (OFFICE BLDGS.) 

-

$237M, 69 purchasing offices, 

358 new contracts, 282 contractors

n

LANDSCAPING 

-

GROUNDSKEEPING 

–

$61M, 59 purchasing 

offices, 114 new contracts, 76 contractors

RAND's

Analysis of FY01 AF

-

wide DD350 data

Etc., Etc., Etc., . . . we have a target

-

rich environment!

Where We Can Improve Performance
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Centralized authority and control is required to ensure:

n

Effective execution of operations

n

Effectiveness, efficiency, and economy of operation

n

Limitation or mitigation of operational risk

n

Prevention or elimination of unnecessary duplication of faciliti

es 

and overlapping of functions

This directive authority is not intended to:

n

Discontinue decentralized responsibility for logistics support

n

Discourage coordination by consultation and agreement

n

Disrupt effective procedures or efficient use of facilities or 

organizations

Doctrine for Logistics Support of Joint Operations, J

oint Pub 4

-

0, 6 Apr 00

Vision Supports Logistics Doctrine
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'Each service component has the capability to initiate 

contracts for needed support.  However, the CINC 

may elect to employ the Joint Theater Logistics 

Management (JTLM) element or establish a contract 

clearing house to ensure that service components 

are not bidding against each other for the same 

commodity or service.'

Doctrine for Logistics Support of Joint Operatio

ns, Joint Pub 4

-

0, 6 Apr 00

Centralization Works in Peace and War
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'The logistic system must be responsive to the needs 

of the most forward combat forces.  It must start 

from CONUS and extend to the forward operational 

areas, providing supplies and services when and 

where they are needed.'

Doctrine for Logistics Support of Joint Operatio

ns, Joint Pub 4

-

0, 6 Apr 00

But It's Important to Get it Right!
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AF's sustainment / operational spend = $35B annually  

n

If we meet industry's 12% avg. goal, we can save $4.2B

n

$4.2B = 40 F

-

22 Raptors

= 105 Joint Strike Fighters

= 21 C

-

17 

Globemaster IIIs

~ the AF's 'Spares' budget

> the GDPs of 68 nations

When does it become meaningful to you?

n

12% savings in Office Furniture = $9.12M

n

12% savings in ADP Equipment = $108.5M

n

12% savings in Trash Collection = $4.8M

Now is the time . . . we can't afford to wait any longer

What the Impact Can Be
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[image: image13.wmf]01/21/2003 9:55 

AM

3

I n t e g r i t y  

-

S e r v i c e  

-

E x c e l l e n c e

1.0 

-

Review Current Strategy

Review

Current 

Strategy

Evaluate / Assess

Current

Market

Forecast

Future

Demands

Create

Future

Strategy

Execute

Methodology

Establish

Contracts

Rollout

Strategy

Monitor and

Continuously

Improve

Key Stakeholders

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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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
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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
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Spend Plan
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Planning and Scheduling

Tools
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4.1 

-

Develop and prioritize commodity goals

4.2 

-

Analyze gap between existing strategy and goals

4.3 
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Develop strategies for meeting specific goals

4.4 
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Analyze spend plan against supply base capabilities

4.5 
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Generate approved supplier recommendations

4.6 

-

Synchronize demand forecast and suppliers' capabilities

4.7 
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Mitigate internal / external threats to supply chain stabilit
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Develop Commodity Acquisition Management Plan
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Establish stakeholder consensus
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Acquisition Management Plan

§

Knowledge Management Tool
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Issue requests for proposals
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-

Analyze proposals
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Negotiate with suppliers
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Select suppliers
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Contract Writing Tool
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7.1 

-

Communicate implementation strategy to stakeholders

7.2 
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Conduct required training / education

7.3 

-

Conduct implementation kick
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off meetings
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-

Transition from previous suppliers
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Verify implementation
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8.1 
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Collect feedback from stakeholders

8.2 
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Collect industry data
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-

Analyze strategy performance and market changes
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Centralization Works in Peace and War

'Each service component has the capability to initiate contracts for needed support.  However, the CINC may elect to employ the Joint Theater Logistics Management (JTLM) element or establish a contract clearing house to ensure that service components are not bidding against each other for the same commodity or service.'



		                Doctrine for Logistics Support of Joint Operations, Joint Pub 4-0, 6 Apr 00



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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Overview





		 Each Commodity Council will have adequate cross-functional representation and will utilize a standardized process
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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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6.0 - Establish Contracts
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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
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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







U S . AIR FORCE







_1104648236.ppt
I n t e g r i t y  -  S e r v i c e  -  E x c e l l e n c e



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
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5.0 - Execute Methodology
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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
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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
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3.0 - Forecast Future Demands
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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
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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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Key Stakeholders
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What the Impact Can Be

AF's sustainment / operational spend = $35B annually  

		If we meet industry's 12% avg. goal, we can save $4.2B

		$4.2B = 40 F-22 Raptors



		   = 105 Joint Strike Fighters

		   = 21 C-17 Globemaster IIIs

		   ~ the AF's 'Spares' budget

		   > the GDPs of 68 nations

When does it become meaningful to you?

		12% savings in Office Furniture = $9.12M

		12% savings in ADP Equipment = $108.5M

		12% savings in Trash Collection = $4.8M



Now is the time . . . we can't afford to wait any longer



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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Headquarters U.S. Air Force





Major David Reese

Captain Mark Hansen
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The Commodity Council 
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An Implementation Guide
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But It's Important to Get it Right!





'The logistic system must be responsive to the needs of the most forward combat forces.  It must start from CONUS and extend to the forward operational areas, providing supplies and services when and where they are needed.'



		                Doctrine for Logistics Support of Joint Operations, Joint Pub 4-0, 6 Apr 00



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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Commercial Industry Success (cont.)

Leading industry firms are radically reducing purchasing costs . . .  over and over again . . . year after year

		TIMKEN – 10% reduction across safety supplies and then another 23% by consolidating spend via third-party firm

		WHIRLPOOL - $200M reduction this year (15-20% targets)

		INGERSOLL-RAND - $300M (direct) and $100M (indirect) savings achieved (avg. 17%. . . up to 50% savings in certain commodities)

		TEXTRON - $100M saved in purchase costs this past year alone

		DUPONT – $400M (14%) last year . . . this year’s goal = $1B

		KODAK - $1.4B . . . double-digit productivity targets again this yr.

		ENGELHARD – 25% productivity improvement goals this year

		MOTOROLA PCS – Anticipates $500M savings possible if standardization/commonality achieved across product lines



						Manufacturers Alliance’s Purchasing Council, Oct 02

Commodity Councils and volume leverage are key factors!



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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Where We Can Improve Performance

Our AF spend profile shows many 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

		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

Etc., Etc., Etc., . . . we have a target-rich environment!



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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Vision Supports Logistics Doctrine

Centralized authority and control is required to ensure:

		Effective execution of operations

		Effectiveness, efficiency, and economy of operation

		Limitation or mitigation of operational risk

		Prevention or elimination of unnecessary duplication of facilities and overlapping of functions



This directive authority is not intended to:

		Discontinue decentralized responsibility for logistics support

		Discourage coordination by consultation and agreement

		Disrupt effective procedures or efficient use of facilities or organizations



				           Doctrine for Logistics Support of Joint Operations, Joint Pub 4-0, 6 Apr 00



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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Air Force 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 AF

		Eliminate duplication of effort

		Minimize supply chain costs through integration / collaboration

		Demonstrate the power of leveraged purchasing





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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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





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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Commercial Industry Success

'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.





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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Commercial Industry Success

'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.





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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Headquarters U.S. Air Force
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Captain Mark Hansen
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The Call for Action
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