SAVING TIME AND MONEY THROUGH COMMERCIAL BUYING





	The vision of acquisition reform is to acquire goods and services that meet our warfighters needs, smarter, faster, better and cheaper from a globally competitive national industrial base.  To achieve this vision one of our goals is to use commercial products and practices where it makes sense.  By using commercial products and practices we reduce the total ownership cost of the goods or services we need and ensure we gain access to world class technology.  Although the use of commercial products and practices is relatively new within the Department, and there is still much work to be done in the area of Acquisition Reform, we have already established a clear pattern of success.





 For instance, on just the following few examples, we can identify a savings of $11.6 million out of $13 million we would have otherwise spent.  These specific examples of commercial buying are:


Precision Lightweight GPS Receiver (PLGR) - a total of 120,000 units have been purchased over the last 4 years resulting in savings of $2.3 million  in the purchase price (unit price reduced from $20,000 to $700).  This modified commercial item, developed at private expense, not only provided a significant price savings but replaced a military specified unit that provided one communications channel, weighed 35 pounds, and required two operators.  The modified commercial item provides five communications channels, weighs 2.5 pounds and requires a single operator.  A lower power version of the PLGR, PLGR-PLUS, doubled the battery life of the modified unit through commercial technology insertion paid for at private expense.  As such, the overall savings to the Department greatly exceeds the already-significant savings reflected in the contract price.


At Redstone Arsenal, the Army was able to satisfy its requirements for a training simulator and tactical software development facility (Stationary Simulator and Battlemaster) for rapidly deployable, precision strike, defilade to defilade weapon system capable of defeating armored vehicles, rotary wing aircraft and other high value targets with commercial hardware and software at a cost of $69,000 instead of developing the items at Government expense -- which, if uniquely developed, would have cost an estimated $10 million.


By converting to commercial practices and awarding a contract for a 5 year period, the Air Force realized $20,700 annual savings on a forklift maintenance contract (1997 cost of $24,600 versus 1998 cost of $3,900). 


In the purchase of a heat pump system at an overseas site, the Air Force utilized commercial practices and specifications resulting in a savings of $1.6 million.  The cost the government had estimated the heat pump system would cost not using commercial practices and specifications was $2.8 million.  The government actually paid $1.2 million for the item.


Transient aircraft support services are now contracted for an on-call/as-required basis vice full time at Grissom AFB.  This change to commercial practices resulted in an annual savings of $50,000 reducing the new contract price from $99,000 to $49,000





	As in the commercial world, the use of purchase cards, commonly referred to as credit cards, to buy goods and limited services, has grown dramatically.  The expanded use of the card has reduced much of the paperwork and costs associated with using government purchase orders and contracts for purchases under $2,500 that make up 91% of the 7.9 million DoD procurements transactions in FY97.  Savings, based on 5 million transactions during FY97, range from $75 million to $460 million based on a savings of $15-$92 per action.


	Application of commercial distribution principles, such as direct vendor delivery, vendor use of point of sale demand data, vendor management of retail level inventory, and use of quick response contracts have generated substantial savings and enabled a significant reduction in inventory.  Quick response contracts, the retail industry’s electronic commerce trading arrangement, allow us to buy products electronically as we use them, with delivery of replacement items back to the point of use as quickly as 72 hours from the use of an item.  Utilizing quick response contracts has helped make possible an overall inventory reduction of $300 million in Clothing and Textiles from 1993 to 1997, that is money that we didn’t have to invest in stock on the shelf in a warehouse.  Solutions from two sites assisting major customers in reducing retail clothing and textile items inventories follow:


Lackland Air Force Base used an experimental prime vendor program to reduce recruit clothing inventories by approximately $4 million.  


Great Lakes Recruit Training Center used commercialization efforts to eliminate its bulk warehouse inventory of approximately $14 million in its entirety.





	The Defense Supply Center Philadelphia (DSCP) has implemented commercial acquisition initiatives at military medical treatment facilities.  The most important of these is the Prime Vendor (PV) program now fully implemented world-wide for both pharmaceuticals and medical/surgical consumable supplies.  Contracts awarded under this program provide for 24 hour delivery of commercial material, with availability of 95 percent or better, and provide a full spectrum of electronically enhanced capabilities, including ordering, invoicing, and payment.  Within the DLA depot systems, the PV program has allowed pharmaceutical inventories to be reduced from 2,087 to 97 items, and from 4,556 to 2,347 for medical/surgical items.  DLA inventory value has been reduced by $204 million, and depot storage costs have been reduced by $24.7 million.  A single customer, Walter Reed Army Medical Center, reported Inventory reductions from 380 days ($4.5 million) to 10 days ($100,000).  Savings in warehouses and equipment, personnel, improved business practices and item identification provided for $6 million in recurring annual savings.





Separate DLA studies have projected annual customer savings of $54.7 million for the 16 highest volume pharmaceuticals and vaccines alone.  Using “Prime Vendor”, DoD is achieving significant savings by driving down product prices based on DoD wide volume.  In one case, (a five year contract recently awarded for Hepatitis A vaccine), DSCP realized a first year savings of $10 million.





The Defense Logistics Agency used commercial buying practices and purchased high-quality commercial items (instead of military-standard items) which, from a sample of more than $190 million worth of items, resulted in savings of more than 20% in medical supplies and 22% in clothing and textiles.  The logistics response time differential, due to using commercial practices, improved by 50% and, when prime vendor practices were used, improved by 95%.  Using commercial business practices over the past five years, the DLA wholesale inventory alone was reduced $721 million; a 30% savings.  








	In addition to cost savings, utilization of commercial buying practices has resulted in significant time savings, particularly in Procurement Action Lead Time (PALT).  A few specific examples are:


The M1-A2 (Abrams Tank) contract provided for use and/or adoption of commercial standards and specifications as alternatives to military specifications if their adoption would result in reduced cost or enhanced understanding of the design requirements.  As a result, the M1-A2 System Enhancement Package (SEP) design includes commercial circuit cards and the mass memory unit incorporates a commercial hard drive.  Some minor modifications were made to the commercial catalog item to fit the SEP application.  The end result was a development cycle shortened by approximately 6-10 months (a typical 8-12 month cycle for a comparable effort reduced to 2 months). 


Oklahoma City Air Logistics Center awarded a single requirements contract for a multitude of spare parts from General Electric, streamlining the overall acquisition process.  The contract contains many commercial provisions which eliminated several Government requirements and military specifications for packaging were replaced by standard commercial packaging.  Ordering lead time was reduced from over six months to 3 days.  The impact of the contract was demonstrated immediately when $18 million worth of orders were processed on the day of award.


San Antonio Air Logistics Center awarded a Blanket Purchase Agreement to Allison Engine Company for T56 spare parts used on the C-130 aircraft, allowing all DoD agencies to use the agreement in meeting their requirements.  Lead time for award was reduced from an average of 190 days to less than a week for most requirements.





As industry has focused on time as a critical variable in order to become competitive, so too must the Department.  By using commercial products and practices, we can acquire products and services and deploy them with a much-reduced cycle time; meet faster support response time requirements for parts delivery; deal with unanticipated surge requirements; and, overall, perform at much higher levels. 





These examples show the dramatic savings -- cost, time, inventory -- that can result when we adapt commercial practices to our military requirements.  Providing our 21st century warfighter with systems and sustainment on an accelerated timetable can dramatically improve readiness -- and save money.
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