LANDING GEAR COMMODITY COUNCIL

This is a documentation of actions and lessons learned by the Landing Gear Commodity Council (LGCC).  The Headquarters Air Force Material Command (AFMC) created a team to implement Purchasing and Supply Chain Management (PSCM).  The PSCM team generated an eight-step process for all commodity councils to follow in their task of implementing the principles of PSCM for a particular commodity.  The eight-step process is in appendix A.  This document shows how the Landing Gear Commodity Council accomplished the task, final products from each step and sub-step, and lessons learned.

This is a living document and will be updated as new information is gained.

Step 0, Team Selection and Training

The Executive Steering Group, a gathering of Headquarters and Air Logistics Centers (ALC) Directors of Logistics and Contracting, in conjunction with the PSCM team determined the initial commodity at each ALC.  The PSCM team determined the specialties needed on a commodity council.  This list is in appendix B. 

Populating the LGCC did not go smoothly and delayed kick off and the completion of step 1.  Here are some notes to consider before creating commodity councils.  Directorate, Division and Branch chiefs should determine the commodity and pick a full-time team lead.  They should, in conjunction with the PSCM team, pick a coach to support the team who is knowledgeable in PSCM.  The coach should meet with the team lead to provide initial materials and an overview prior to formal training.  The team lead can start picking individuals to fill the council.  The team lead receives training from PSCM team.  After this training and with knowledge of the commodity, the team lead determines council membership requirements and submits this proposal to Branch, Division and Directorate chiefs.  The Directorate must take the lead on requesting members outside Branch and Division, core and support members.

While assembling the team, the Division and Branch chiefs must find office space to co-locate all core team members and ensure they have required resources including telephones, computers and conference room space.

Once all core members are identified, assigned and co-located, they receive training from PSCM team and Enterprise Data Warehouse (EDW) team.  EDW is a computer tool to assist in system data compilation.  The team lead, coach and IST support to council support members will provide orientation to the support members.  After all the initial actions are complete and the team has an understanding of the task before them, the council will establish their time-line and schedule.

Step 1, Review Current Procurement And Supply Chain Strategy

Step 1.1, Conduct Spend Analysis

The spend analysis is the most demanding task and takes a considerable amount of support.  Appendix C lists all the different systems used and data obtained.  This data is for fiscal years 2000 – 2002.

The LGCC was tasked with three federal stock classes (FSC).  The FSCs are 1620, landing gear components; 1630, wheel and brake components; and 2620, aircraft tires.  Shorting after launching into the spend analysis and coordinating the Landing Gear Requirements Branch, the LGCC decided to limit their work on FSC 2620 because there was an Integrated Process Team (IPT) already established to create a strategic sourcing initiative for tires. Graphical presentations of the spend data is in appendix E.

While compiling the spend data and referencing our customers and active AF weapon systems, we pared down our weapon system universe.  Weapon systems like the C-141 are retiring soon so we are not including them.  The HH-60 helicopter landing gear is managed by the US Army.  A Contract Logistics Service (CLS) manages other weapon systems including the C-17 and F-117.  The list of active weapon systems in our purview is in appendix D.

There are several strategic sourcing initiatives already accomplished or in work.  These are presented in appendix F.  Over 255 items in our scope are already covered with these initiatives.

FSC 1620.  There are 1477 national stock numbers (NSN) in FSC 1620.  Of those, there was either spend or forecast data for 832 NSNs.  There are 97 companies that supply these NSNs.  At this time, one company is unknown.  As you review the companies, you realize there are several companies providing only one item and more than one company supplied some items.  There were substantial price variances on items over the three-year analysis.  

FSC 1630.  There are 711 NSNs in FSC 1630.  There was either spend or forecast data for 384 NSNs.  There are 47 companies that supply these NSNs.  There was similar information as FSC 1620 concerning suppliers and price variances.

There are 13 suppliers that provide items for both FSCs.  There are several companies with more then one cage code so they are listed more than once in our numbers.  Some of these companies include Goodrich, Parker-Hanifan and Boeing.  Ninety percent of the new buy and contract repair spend goes to only 13 companies.  Appendix I shows a breakdown of the acquisition method codes for items that had spend or forecast but also includes 62 2620 FSC stock numbers.  Approximately 50 percent are coded competitive and 40 percent are sole source.  The other 10 percent are not coded.

Most of our purchases were “tactical” buys.  This means a single contract for a single item and only one contract action.  When we needed the same item again, we submitted another purchase request and wrote another contract.  One part of Goodrich provides 47 items.  We wrote 117 contracts over three years for those items.  Overall, 77 percent of our contracts had only one contract action.

Step 1.2, Identify Stakeholders & Customers

Stakeholders are identified as the leadership in the Air Force that support or will benefit the commodity council.  In this case, they are the ESG members and MAJCOM leadership.  Customers are defined as the users of landing gear components.  These include the individual flying units, aircraft depots, and landing gear repair facilities.  These lists are in appendix F.

Step 1.3, Identify Current Initiatives/Contracts

Appendix G lists the current strategic initiatives and contracts directly for landing gear components.  We are only considering strategic contracts, contracts for more than one year and one purchase request.  There are other initiatives in work from other sources with companies that also produce landing gear components.  Oklahoma City ALC has a strategic source contract with Honeywell.  There are 24 sole source FSC 1630 items and a competitive item that might be added to this contract.  We only concerned ourselves with strategic contracts and not tactical or one-time purchases.

There are some notes to recognize on the current contracts and initiatives.  The contract with Aircraft Braking Systems (ABS) is a Defense Logistics Agency (DLA) contract with some AF managed items.  The contracts with Heroux and ATI are for the repair of components.  Some of the items on these contracts are on other contracts for the purposes of procurement including Goodrich.  The contract with Messier-Bugatti is an acquisition contract for a new aircraft brake and follow-on spares.

Step 1.4, Identify Barriers And Impediments

As a pathfinder commodity council, we had two separate types of barriers and impediments.  One concerned areas that impede the work of our commodity council; internal.  The second type concerned anything that keeps us from creating the most cost effective and simplistic solutions; external.

Interior Barriers And Impediments.  A new computer system, Enterprise Data Warehouse (EDW) was briefed as the single source for our spend and forecast data requirements.  During the time of our analysis, EDW was not available.  The system was down more than not and we had to request access several times.  EDW does not contain any data concerning organic repair.  It did not link to weapon systems.  Only the development site was populated with data and it only covered FY 00 to FY 02.  Since EDW was not the best source for data, other systems were used and this increased the data collection time four fold.  A list of data sources is in appendix G.

Exterior Barriers and Impediments.  This section really should be called challenges.  There are laws, regulations, policies, and procedures that may impact our final package.  This is just a list explaining why these subjects may impact our process.  Until we are ready to propose a solution and it has to be modified due to an exterior cause, they aren’t barriers, just challenges.

AF and the Landing Gear Requirements Branch do not manage all the components of landing gear systems.  DLA manages many common, consumable items and subcomponents of landing gear systems.  Our commodity council cannot influence their procurement procedures so it is possible we develop the best plan for a system and component and yet availability does not improve due to nonavailability of subcomponents managed by other agencies.  The AF is required to use DLA as first source – FAR Part 8, Clause 52.208-9 in contract requiring use of mandatory sources. 
Policy and public law require the consideration of Small Business.  Small Business policies may not provide the best value to the government.  Small Business regulations impact bundling requirements, which may provide more efficient procurement strategies.

The Competition In Contracting Act requires all procurements are submitted for competition.  Conducting a competition is expensive and time consuming.

The AF does not currently conduct detailed market intelligence.  Most often contracting officers do not have time to perform adequate market research.  Accurate knowledge of the universe of suppliers who can provide specific goods and services, their capability and capacity is lacking.  The ability of the government to consistently purchase, store and update data required for competitive requirements is lacking.  There are multiple systems emerging to resolve this shortcoming.  

Suppliers cannot view government computer systems due to security firewalls.  If they could view our demand and forecast data, they may be capable of anticipating our requirements and provide better support.

The D200 system is the primary source to forecast repair and procurement requirements.  The system uses history, the past eight quarters to forecast requirements for the next year.  The item manager for a component must review the data to ensure it is accurate and the data does not show and increasing demand.  The D200 does not accurately forecast increasing demand.

The G005M system supports supply levels in the depot.  It has a flaw in its supply level logic.  It sets the stock level according to issues.  If you deplete the stock and backorder parts, the system shows no issues while you are out of stock.  Since there are no issues, the system reduces the stock level.

The 50/50 rule may limit the AF on the best value for the repair of components.  This rule is being redefined.

The government has difficulty awarding contracts to contractors who provide the lowest life-cycle cost rather than the lowest initial acquisition cost.

The government has failed to establish metrics to support justification to pay higher prices for shorter delivery times.  For example, commercial airlines pay more for parts, but are normally able to obtain them in 24 hours, not one to two years like the government.  One airline company provided a list of parts they may need within 24 hours and do not pay extra for the service.

The weapon systems used by the AF are aging and in many cases are beyond their initial expected life span.  This is creating a problem with diminishing sources of supply.  This is also one of the reasons why this commodity council is important.

The Landing Gear Requirements Branch funds the procurement of new buys and repairs with Material Stock Division (MSD) funds.  MSD funds are one-year funds budgeted annually.  Creating multi-year contracts will be difficult without knowing if the funds are available.  During discussion with suppliers at industry day, it appears this will be a significant barrier to efficiently procure items.  You don’t know your budget until the beginning of the fiscal year.  You only receive a portion of the budget at the beginning of the fiscal year and the balance in March.

Step 1.5, Evaluate Commodity Procurement and Supply Support of Stakeholder & Customer Needs

To simplify our customer feedback, we did not solicit each flying unit.  Instead, we contacted the weapon system lead command maintenance point of contact.  A questionnaire was sent to each of these and there was limited response.  Some were contacted directly with a telephone call.  After receiving limited formal feedback from the MAJCOMs, a couple flying units were called.  Each aircraft depot was also called and a meeting was conducted with the organic repair facility at Ogden ALC.  The PSCM Customer Relationship Management team met with leadership from AMC and ACC.

The customer needs the part on the shelf when the requirement occurs.  If the part is not available, the customer expends additional effort to find a reasonable solution.  If the customer is a flying unit, they decide if the part keeps the aircraft from flying.  If the answer is yes, the part is ordered and given a MICAP priority.  If the aircraft is scheduled to fly, the unit will cannibalize the part from another aircraft.  ACC units change the cann aircraft every three weeks.  They want to receive the MICAP part before they have to remove it from the next scheduled cann aircraft.

There are two types of aircraft depot customers.  Some aircraft have a programmed depot maintenance (PDM) schedule and include the overhaul of the landing gear.  Other aircraft do not have a PDM schedule or the landing gear is not programmed for overhaul or change during PDM.  The Landing Gear Requirements Branch provides replacement gear to an established stock level for the aircraft in the first category.  For aircraft in the second category, they must rely on the customer’s timely request.  

Aircraft depot customers have more lead-time.  For scheduled depot work, they know months in advance when aircraft will arrive.  Units notify the depot of any scheduled work they want accomplished while the aircraft is at depot including time-change of landing gear components.  They accomplish this in accordance with T.O. 00-25-4 using an AFTO Form 103.  The unit can submit this form to the system program office (SPO) no earlier than 45 days before the aircraft scheduled induction date.  Depots can only order parts for an aircraft when funding is received and they create a job order number (JON).  Depending on the type of aircraft there is some time after induction before the depot needs landing gear components.  This is listed below.  If the aircraft depot does not receive the replacement part within their time requirement, they are forced to make a decision based on anticipated delivery.  They can accomplish schedule work-arounds, they can reinstall the original component with unit and MAJCOM approval or use a component from another aircraft later in the flow.

In addition to scheduled work on the landing gear, the aircraft depots also discover previously unidentified problems.  In these instances they are just like a flying unit; they need replacement parts on the shelf.  If the replacement part is not available, their schedule is disrupted.  

The Landing Gear Repair Depot, OO-ALC/MANL, is a customer.  As a customer, they receive their work based on LGHL forecast.  They also require subcomponents to repair components.  They need the subcomponent on the shelf when required.  If the subcomponent is not available, they are forced to make a decision.  They can stop their repair while waiting for the subcomponent, they can remove the subcomponent from another component or they can try to repair the subcomponent.  All these options increase their cost.  They need an accurate forecast of parts to repair and all required subcomponents available.

All our customers are also suppliers.  The depot supplies repaired components.  The units supply components that need to be repaired.  They also need to supply feedback concerning our effectiveness.

Our customers have another demand.  They want reliable landing gear components.  Instead of always having a component on the shelf, they would prefer a component that does not fail or require time-change.

Information from aircraft depots.

F-15 – Need part by day 21 of process.  No parts available in base stocks.

C-130, Hill – Need part by day 60 of process.  Robins – Need part by day 15.

C-5 – Need part by day 60 of process.

E-3 – Need part by day 50 of process.

A-10 does not normally change gear while at depot.

F-16 - only routes FMS program landing gear through depot.  They go to SP Kelstrom in the Netherlands.  Their turn around time is 45 days.

The F-15 program office at ACC had another input.  Landing gear backorders is not one of their primary concerns.  The number of landing gear backorders is less than other systems on the aircraft and is not driving aircraft availability.  Their primary concern was a part called the rigid link on the F-15E.  This part caused five aircraft mishaps in the last two years due to failure.  They want this problem fixed more than the reduction of backorders.

Step 1.6, Define Performance Baseline for Commodity

Our charter is to improve aircraft availability and reduce ownership costs.  Appendix H has charts depicting backorder and MICAP data, acquisition lead-time broken by administrative (ALT) and production (PLT) for our FSCs.  Refer to appendix D for data depicting how much money we spend on these items to support the Air Force.  Customer wait time (CWT) is a factor in these metrics.  In Dec 03, the CWT for Landing Gear was 6.083 days.  These data points will be our performance baseline.  The logistics response time is the time to fill a requirement if the part is not immediately available.  The LRT for landing gear is 33.23 days.  The goal is to reduce each of these metrics.

Step 1.7, Develop Summary Of Current Procurement And Supply Chain Strategy

When you review the number of backorders and MICAPs, the long procurement lead times and consider the price variances, you can conclude there is significant room for improvement.  These areas of opportunity are known in AFMC and drove the creation of PSCM and commodity councils. 

The majority of landing gear part requisitions are considered tactical buys.  The item manager identifies the requirement for a part maybe based on backorders or high condemnation rates and submits a purchase request.  After a period of time, the item manager recognizes the need for parts and submits another purchase request.  With better forecasting, these tactical buys can be simplified with strategic contracts. 

One of our greatest challenges will be calculating cost and savings.  Showing a change in unit price is easy.  The cost savings to a flying unit by having a part on a shelf is intangible.  Simplifying the requisition process and lead-time is another intangible cost savings.

There are several avenues that appear to have promise worth investigating.  Forecasting can use significant improvement.  Creating a system where the suppliers stock long lead items could help.  Improved communication with suppliers is a must.  Transitioning to electronic business practices and procedures should help also.  These will be expounded in subsequent steps.

We need to continue drilling into the spend data.  We have data concerning our acquisition method codes.  The next step is to segregate the data and determine the sole source items, the supplier and then draft contracts with those sole source suppliers.
Step 2, Evaluate and Assess Current Market

Step 2.1, Determine Data Sources

Data sources for market research are in appendix J.  The Engineering Branch of the Commodities Management Division has continuously conducted market research as part of their efforts to qualify vendors and search for new component materials.  Market research was recently conducted for the limited competitive strategic contract submitted for landing gear strut outer and inners pistons.  The Landing Gear Commodity Council held an industry day and the results are detailed in step 2.4.

Step 2.2, Document Market Trends

The market for landing gear commodity is complex.  There are several original equipment manufacturers (OEMs) including Goodrich, Honeywell, Aircraft Braking Systems and Boeing.  They are still coded as the sole source supplier on over 35 percent of all landing gear components.  They may not be the actual component manufacturer but are coded as the acquisition source.

Some of the larger priced landing gear components are forgings.  Obtaining forgings from the forging companies is a determining factor in the production lead-time.

The standard length of a contract in the market is three years.  That is the normal time between significant changes in market conditions.

The aviation manufacturing market is considered small and most companies are known by reputation.  The airlines use reputation to weed out suppliers.  Because the market is small, it is very competitive.  Companies are hungry for work.

Airlines do not have an extensive number of strategic contracts.  Several pay for their wheels and brakes by the landing and have a long-term contract with Honeywell.  Another has long-term contracts with the companies that accomplish the repair and overhaul of their landing gear.  Most new buys of landing gear components are purchased on a very informal process.  For the most part though, they are limited to buying from the OEM.

The OEM and FAA dictate the overhaul schedule for airline landing gear.  It is based on aircraft flying hours or landing gear cycles.  One airline company flies their aircraft on average six flights per day so they hit the cycle threshold before the flying hour threshold.  Other airline companies hit the flying hour threshold.  The airlines have very defined flying schedules so they know over a year in advance when an aircraft landing gear overhaul is due.  Over 95 percent of their landing gear is removed for overhaul, not repair.  Their landing gear do not fail between overhaul because they use high quality components based on life cycle cost instead of purchase cost.  All repairable components are tracked by assigned serial numbers.  The full-up landing gear are overhauled twice and then condemned.

The airlines have small requirements and purchasing offices.  For some, the repair branches drive the purchasing requirements and this is based on the flying schedule.  The purchasing office has several buyers assigned by either the supplier or the commodity.  Another has a contracting and purchasing office for all their engine and landing gear requirements of 13 people for a fleet of 1000 aircraft.

Step 2.3, 
Analyze Market For Emerging Suppliers, Products And Services 

Companies are anxious to increase their function with the Air Force to include the entire management of landing gear.  Some companies would like to manage the depot bench stock program.

Other emerging services include direct vendor delivery and consignment of materials.  The repair facility has an arrangement with a supplier of forgings.  A manufacturing forecast is provided to the forging company.  The forging company makes forgings and stores them at the repair facility.  The forgings are paid for as they are drawn from the storage area.

High velocity oxygen fueled (HVOF) plating is a new plating procedure that can replace chrome plating.  On average, HVOF plating lasts three times longer than chrome plating.  The application costs about the same.  This can save significantly on repair and overhaul costs.

The Engineering Branch is working with a company to create a new steel alloy called ferium S53.  Testing shows this material is just as strong as standard steel, 300M, and will not corrode.

Some Airlines are increasing their repair capacity and contracting with other air carriers.

There are tools to assist tracking wear on components called interactive process order development and display (iPODD) system (G057).  This system measures areas on components that wear and transfers the measurements to a database.  You can analyze the database and determine forecasted condemnation rates. 

Step 2.4, Exchange Information Between PSCM-CC's And Potential Suppliers (Include MA)

We held an industry day with our suppliers.  The purpose was to introduce them to our new way of business and then solicit their inputs.  Most of the companies favored the concept of long-term contracts.  Some were concerned if they did not win a long-term contract they could not afford to continue the capability to manufacture the component.

All the companies were enthusiastic about the concept of earning a long-term contract and then increasing the flow of communication.  In particular, they wanted a better view and concept of our forecast.

Most of the suppliers complained our current form of business was too time-consuming, inefficient, and our forecasting was horrendous.  Several companies recommended we create “like item lists” of a family of parts and contract with multiple sources using ID/IQ contractual vehicles.  They also requested we qualify suppliers based on the like item list instead of qualifying each supplier on each part.

Step 2.5, Collaborate with Suppliers on Capacity / Capabilities (include MA)

None of companies admitted to any capacity constraints.  Several mentioned their production cycles could improve if they had better information to include the entire forecast versus just the current order.  This would enable them to schedule their work more efficiently.

MA also said they working below capacity.  Their swing shift is only 40 percent of the size of day shift.  The mid shift is a skeleton crew to keep key time-essential task in order.

Step 2.6, Determine Market Availability of Commodities

All commodities are available with a lead-time.  There have been situations where a supplier went out of business or changed their business but other suppliers were capable of providing the part.

One manufacturer provided a sheet that listed three parts, the last negotiated price and a new price with a 15-day delivery.  The new price with the 15-day delivery was 14, 26 and 29 percent higher than the last negotiated price.  This illustrates that parts are available faster than our normal process but at premium prices.

Step 2.7, Stratify Suppliers by Socio-Economic Status

Appendix K lists all the suppliers and includes a limited socio-economic status.  We limited our stratification to large, small and foreign.  According to the Small Business Office, there was no need to stratify to any other status.

Step 2.8, Develop Key Industry Cost Drivers

There are several key cost drivers.

Material including access to forgings.  The manufacturing and machine shops say access to forgings significantly increases their production lead-time.  The forging companies say they can provide the forgings within 120 days.  Some forging designs are licensed to an OEM and other companies must pay a fee in addition to the cost of the forging.

Qualification process.  To become a qualified source, a company must provide a prototype of the part or a similar part for evaluation.  This process is time consuming and expensive.

Infrastructure including machining.  The manufacture of landing gear components is considered heavy industry and requires large expensive machines.  This will limit start-up companies and while retaining current manufactures.

Air Force ordering process and quantities.  Not using quantity discounts when buying increases cost.  Submitting a new purchase request for each identified requirement increases administrative cost.

DLA adds a surcharge to all parts they manage.  This surcharge is passed to all customers.
Step 2.9, Develop Market Assessment Profile (MAP)

The landing gear commodities market is very competitive among a small number of suppliers.  Because the market is competitive, the airlines are not interested in long-term contracts with their suppliers beyond three years.  The suppliers are anxious to enter into long-term relationships with the Air Force.  Suppliers are willing to improve their delivery lead-times if they can have better forecast information from the Air Force.  There are new suppliers entering the market and are striving for business.  Most suppliers are willing to try new relationships like consignment of inventory to improve their competitiveness.

Airlines have simplified their requirements and procurement practices.  Their landing gear are overhauled based on their flying schedule and this simplifies their procurement requirements.

Manufacturing and repair capacities are not issues in the landing gear commodity.  Sources of supply are not issues either.  The only concern is the high number of sole source items, over 35 percent.

Landing gear components are manufactured to exact tolerances.  Cost of manufacturing and repair makes this commodity one of the highest cost commodities in the Air Force.  Infrastructure costs limit the number of companies jumping in and out of the market.

This market assessment leads us to a concept of multi-award, indefinite delivery, indefinite quantity (ID/IQ) type contracts.  The current Goodrich strategic source corporate contract illustrates the benefits of long-term contracts.  The administrative lead time reduced from 154 to 3 days.  An analysis on one part demonstrated a savings of over $1.6 million in inventory when you reduced the ALT to 30 days.

Step 3, Analyze Forecast Future Demands

Step 3.1, Collect Forecast Future Demand by Commodity

Forecast Future Demand is summarized in appendix L.  The forecast data is for fiscal years 2004 – 2006.

Step 3.2, Review Forecast Future Demands

There are over 40 items in the forecast that do not have current AMC screening.

The forecast for some items like the C-5 ballscrew are erratic.  Forecasted demand in FY04 was 29, FY05 is only 3 and then in FY06 the forecast jumps to 96.  This forecast illustrates a need to smooth demand over the three-year forecast.  Another component, the F-15E main wheel has fairly even demand over the three-year forecast.  This illustrates the potential for purchasing on a continuous delivery contract.

Step 3.3, Review Historical Consumption

Step 3.4, Evaluate Forecast Future Demand against Key Cost Drivers

Step 3.5, Analyze Projected Funding Against Forecast Future Demand

The budget for FY 04 is in appendix M.  It is only a partial budget.  In March, we will receive the budget for the remainder of the fiscal year.  We won’t have the FY 05 budget until October.

Step 3.6, Validate Spend (Forecast) Plan with Stakeholders

Step 4, Create Future Strategy and Plan

Step 4.1, Develop and Prioritize Commodity/Supplier Goals

Goal 1, Change culture.  Before any significant improvements can occur implementing supply chain management, the culture of the workforce must be changed.  The workforce, the requirements, contracting, finance, engineering, is not motivated to look long-term at the supply of components.  One way to create a change in culture is reward those that change the most and improve.

Goal 2, One hundred percent contractual coverage.  Placing all managed items on strategic contract will significantly reduce the administrative lead-time for procurement.  Not all the items have a forecasted demand.  For those items the plan is to place them on a contract but not include a purchase price.  There are some items that are managed but there is no plan to procure more so they would not go on a long-term contract.

Goal 3, Reduce cycle time.  The procurement cycle needs to be more responsive and shorter.  Each measurement of cycle time must decrease.  These include administrative lead-time, production lead-time, logistics response time and customer wait time.  The ultimate goal in this list is the customer wait time.

Goal 4, Reduce MICAPs.  MICAPs are measured in cumulative hours, incidents and number of parts MICAP.  Every MICAP is a failure to supply chain management.  The command tracks cumulative MICAP hours.  By reducing MICAPs you improve aircraft availability.

Goal 5, Reduce process cost.  There are several factors involved in process cost.  They include the unit price, total inventory cost including storage and transportation, order processing cost, and unit life cycle cost.  The only factors we have visibility to are unit cost and total cost of inventory.  

Goal 6, Pursue PBL in contracts.  Metrics must be included such as performance based logistics in all strategic contracts.  Areas to measure include reduced cycle times, reduced unit cost, on-time delivery, and quality.  All areas need to improve or cancel the contract.

Goal 7, Improve communications with suppliers.  The suppliers requested more information beyond a purchase request.  With long-term contracts in place, it is possible to increase the communication to include long-range forecasts.

Goal 8, Increase ability to enforce contracts.  Once metrics are included on the contracts, it is important to enforce them.  There will be no improvement in supplier support if they are not accountable.

Goal 9, Optimize the number of contracts.  Managing contracts increases the cost of business.  Reducing the number of contracts and the number of suppliers will simplify business practices.

Goal 10, Improve forecast.  Improving forecast accuracy will simplify business.

Step 4.2, Develop Performance Metrics Data Collection Process And Report

Step 4.3, Analyze Gap Between Existing Strategy And Goals

Appendix A, Eight Step Process (Steps 1 – 4)

	1.0
	Review current procurement and supply chain strategy

	1.1
	Conduct spend analysis

	1.2
	Identify stakeholders & customers

	1.3
	Identify current initiatives/contracts

	1.4
	Identify barriers and impediments 

	1.5
	Evaluate Commodity Procurement and Supply Support of Stakeholder & Customer Needs

	1.6
	Define Performance Baseline for Commodity

	1.7
	Develop summary of current procurement and supply chain strategy 

	2.0
	Evaluate/Assess current market

	2.1
	Determine data sources

	2.2
	Document Market Trends

	2.3
	Analyze market for emerging suppliers, products and services

	2.4
	Exchange information between PSCM-CC's and Potential Suppliers (include MA)

	2.5
	Collaborate with Suppliers on Capacity / Capabilities (include MA)

	2.6
	Determine Market Availability of Commodities

	2.7
	Stratify Suppliers by Socio-Economic Status

	2.8
	Develop key industry cost drivers

	2.9
	Develop Market Assessment Profile (MAP)

	3.0
	Analyze Forecast Future Demands 

	3.1
	Collect Forecast Future Demand by Commodity

	3.2
	Review Forecast Future Demands

	3.3
	Review Historical Consumption 

	3.4
	Evaluate Forecast Future Demand against Key Cost Drivers 

	3.5
	Analyze Projected Funding Against Forecast Future Demand

	3.6
	Validate Spend (Forecast) Plan with Stakeholders

	4.0
	Create Future Strategy & Plan

	4.1
	Develop and prioritize commodity / supplier goals

	4.2
	Develop performance metrics data collection process and report

	4.3
	Analyze gap between existing strategy and goals

	4.4
	Develop strategies for meeting goals

	4.5
	Analyze demand plan against supply base capabilities

	4.6
	Mitigate internal/external threats to supply chain stability

	4.7
	Develop key supplier relationships

	4.8
	Develop  Commodity / Supplier Strategy & Plan 


Appendix B, Commodity Council Team Specialties

Team Leader

Core Members, full-time

Program Manager

Item Manager

Equipment Specialist

Contracting Officer

Depot Supply Analyst

Production Management Specialist

Extended/Support Members, part-time

Financial Analyst

Data Support

DLA/DCMA

Price Analyst

Depot Maintenance

Data Support

IT Support

The LGCC had the Depot Supply Analyst and Production Management Specialist on the extended team.  We did not have a Program Manager or dedicated IT support.  The Depot Maintenance representative was also the Production Management Specialist.

Appendix C, Computer Systems

EDW development (strategic sourcing universe) – buy, contract repair 
D043 & D035 – weapon system to NSN 

G004L – organic repair 

D035A – backorders

D165B – MICAPS

D200 – ALT, PLT
Appendix D, Weapon Systems

F-16 Blk 5-32
F-16 Blk 40-50

B-1

B-52

C-5

KC-135

T-37

T-39

F-4

F-15A-E

A-10

B-2

F-22

C-130

E-3

T-38

F-5

H-53
Appendix E, Spend Analysis

· 1620 Federal Stock Class
· 1496 total stocknumbers

· 832 have spend history or forecast

· 675 have spend history; 633 have forecast

· 1630 Federal Stock Class

· 710 total stocknumbers

· 384 have spend history or forecast

· 294 have spend history; 273 have forecast  

· Totals

· 2206 total stocknumbers

· 1216 have spend history or forecast

· 969 have spend history; 906 have forecast

· 130 total suppliers
	FSC
	Total NSNs
	NSNs 80% of 3-Yr Spend 
	NSNs with 3-Yr Spend
	Total               3-Yr Spend
	Buy
	Contract Repair
	Organic Repair

	1620
	832
	13%
	675
	$346,210,778
	$167,431,801 
	$41,816,898 
	$136,962,079 

	1630
	384
	11%
	294
	$346,333,480
	$233,211,479 
	$909,524 
	$112,212,477 

	Total
	1216
	13%
	969
	$692,544,258
	$400,643,280
	$42,726,422
	$249,174,556


Appendix F, Customers

	Weapon System
	Lead Command
	Other User Commands
	Lead Command POC
	DSN

	B-1
	ACC
	
	SMSgt Robert Alvarez
	574-2326

	B-2
	ACC
	
	MSgt George Jones
	574-4905

	B-52
	ACC
	AFRC
	CMSgt Timothy Finch
	574-4687

	F-15A-E
	ACC
	ANG, PACAF, USAFE, AETC
	CMSgt Bertie Carrington
	574-4910

	F-16, Blk 5-32
	ACC
	ANG, PACAF, USAFE, AETC, AFRC, USN, AFMC
	Mr Rick Hauk
	574-4468

	F-16, Blk 40-52
	ACC
	ANG, PACAF, USAFE, AETC
	Mr Steve Erickson
	574-4468

	A-10
	ACC
	ANG, AFRC, PACAF, USAFE
	CMSgt Walter Cackowski
	574-4740

	F-22
	ACC
	AETC
	Lt Col Brett Haswell
	574-9345

	C-5
	AMC
	ANG, AFRC, AETC
	MSgt Jonathan Wakeley
	779-2770

	C-130
	AMC
	ANG, AFRC, AETC, AFSOC, USAFE, PACAF, USN, USCG
	CMSgt Victor Herbert
	779-2020

	C-141
	AMC
	ANG, AFRC, AETC
	CMSgt Everett Hall
	779-4771

	KC-135
	AMC
	ANG, AFRC
	SMSgt Tim Downing
	779-2606

	F-4
	ACC
	Drone, FMS
	Dimitri Kokoris
	574-9399

	T-37
	AETC
	
	Tony Evans
	487-3171

	T-38
	AETC
	
	John Michalski
	487-3171

	T-39
	AFMC
	
	
	

	F-5
	
	USN, FMS
	
	

	H-53
	AFSOC
	
	MSgt Todd Underwood
	579-2341

	H-60
	AFSOC
	
	MSgt Donald Grant
	579-2341

	E-3
	ACC
	AFRC, NATO, FMS
	CMSgt Bernard Olechnowski
	575-4330


	Weapon System
	Depot ALC
	Office Symbol
	Branch Chief
	DSN

	B-1
	OC
	MABB
	Dan Mooney
	736-7098

	B-2
	Contractor
	
	
	

	B-52
	OC
	MABB
	Dan Mooney
	736-7098

	F-15A-E
	WR
	MABF
	Ellen Griffith
	468-3651

	F-16
	OO
	MABF
	Robert Hall
	775-5393

	A-10
	OO
	MABA
	Rand Williams
	775-2316

	F-22
	None
	
	
	

	C-5
	WR
	MABA
	Col George Ireland
	468-0002

	C-130
	WR
	MABB
	Johnny Jones
	468-4102

	
	OO
	MABC
	Joe Bailey
	777-1003

	KC-135
	OC
	MABA
	Michael Wenzel
	736-7039

	F-4
	
	
	
	

	T-37
	
	
	
	

	T-38
	
	
	
	

	T-39
	
	
	
	

	F-5
	
	
	
	

	H-53
	
	
	
	

	H-60
	
	
	
	

	E-3
	OC
	MABC
	Maj Mike Novotny
	736-4547


Landing Gear Repair Depot

	Position
	Name
	Phone

	Branch Chief
	Dee Mackliet
	777-2597

	Machining & Grinding Shop
	Breck Baker
	777-0203

	Struts, Wheels & Brakes Shop
	Jack Munns
	777-1901

	SSC Chief
	John Medina
	586-4813


Appendix G, Current Strategic Contracts and Initiatives

	Supplier
	Purpose
	AF 1620 NIINs*
	AF 1630 NIINs*
	DLA/ Other 1620-30 & FSCs
	Amount
	Award
	Length
	Type

	ABS
	Buy Wheels, Brakes
	0
	19
	305
	$5M Base $11.7M Opts.
	Apr 02
	1 yr basic, 4 yr options
	SS DLA

	ATI 
	Repair Struts Small Frame
	15
	0
	30
	$4M
	Mar 02
	1 yr, w/6 ea 1 yr options
	Comp

	Goodrich
	Buy Struts, Wheels, Brakes
	26
	59
	44
	$498M
	Jun 02
	10 yrs
	SS

	Heroux Devtek
	Repair Struts Large Frame
	99
	0
	54
	$93M
	Aug 03
	1 yr, w/9 ea 1 yr options
	Comp

	Messier Bugatti
	Buy Wheels, Brakes
	0
	TBD
	TBD
	$102M
	Dec 02
	1 yr, w/5 ea 1 yr options
	Comp

	To be determined
	Buy Struts
	38
	0
	2
	$55M
	TBD
	2 yr basic, 3 yrs option
	Comp

	Totals
	 
	178
	78
	435
	 
	 
	 
	 


Appendix H, Performance Baseline



Logistics Response Time

Segment 1: Base requisition is 0.57 days

Segment 2: Inventory Control Point is 24.63 days 

Segment 3:  DLA process time is 2.10 days

Segment 4:  Transit time is 5.93 days

Total:  33.23 days

Appendix I, Acquisition Method Codes

	AMC
	AMC Description
	# of NIINs
	Total 3-Yr Spend

	 
	 
	64
	$24,622,670

	0
	Not assigned when it  entered inventory; never completed screening
	110
	$43,917,369

	1
	Suitable for competitive acquisition for 2nd or subsequent time
	512
	$291,029,339

	2
	Suitable for competitive acquisition for 1st time
	133
	$63,529,727

	3
	Acquire directly from  actual manufacturer for 2nd or subsequent time
	437
	$354,567,379

	4
	Acquire directly from the actual manufacturer for 1st time
	22
	$12,084,701

	Total
	
	1,278
	$789,751,185

	
	
	
	

	
	1620 & 1630
	1,216
	$692,544,258

	
	2620
	62
	$97,206,927


Appendix J, Data Sources For Market Research 

Appendix K, Suppliers by Socio-Economic Status

Appendix L, Forecast Future Demand

	FSC
	Total NSNs
	NSNs 80% of 3-Yr Forecast 
	NSNs with 3-Yr Forecast
	Total               3-Yr Forecast
	Buy
	Contract Repair
	Organic Repair

	1620
	832
	13%
	675
	$346,210,778
	$167,431,801 
	$41,816,898 
	$136,962,079 

	1630
	384
	11%
	294
	$346,333,480
	$233,211,479 
	$909,524 
	$112,212,477 

	Total
	1216
	13%
	969
	$692,544,258
	$214,465,218
	$42,726,422
	$249,174,556


Appendix M, Budget Forecast

First half of FY 04

	LGHL Buy
	
	
	
	

	W/S
	SMC
	Mar 02 Total
	Reparable
	Consumable

	A-10
	329Z
	1.454
	0.727
	0.573

	B-1B
	B01B
	5.241
	4.460
	0.052

	B-2
	B02A
	0.632
	0.628
	0.003

	B-52
	101Z
	2.399
	0.192
	1.563

	C-5
	410Z
	32.574
	28.655
	3.919

	C-130
	400Z
	7.208
	4.653
	0.367

	C-135
	119Z
	4.956
	4.591
	0.158

	C-141
	476L
	0.484
	0.000
	0.000

	E-3
	411Z
	1.894
	1.151
	0.101

	F-4
	327Z
	1.094
	1.094
	0.000

	F-15
	328Z
	17.261
	10.248
	1.875

	F-16
	F16
	22.988
	7.979
	1.781

	F-111
	324Z
	0.047
	0.047
	0.000

	H-53
	482Z
	0.919
	0.740
	0.087

	TRAINERS
	
	6.276
	0.000
	1.028

	OTHER A/C
	
	0.543
	0.185
	0.080

	COMMON 
	9999
	0.375
	0.058
	0.175

	TOTAL
	
	106.345
	65.408
	11.762


	LGHL Repair
	
	
	
	

	W/S
	SMC
	Mar 02 Total
	Contract
	Organic

	A-10
	329Z
	8.575
	0.010
	8.565

	B-1B
	B01B
	3.295
	0.000
	3.295

	B-2
	B02A
	1.457
	0.000
	1.457

	B-52
	101Z
	7.667
	0.000
	7.667

	C-5
	410Z
	58.921
	0.361
	58.560

	C-130
	400Z
	10.028
	3.637
	6.391

	C-135
	119Z
	21.731
	4.632
	17.099

	C-141
	476L
	0.802
	0.003
	0.799

	E-3
	411Z
	1.278
	0.350
	0.928

	F-4
	327Z
	0.731
	0.000
	0.731

	F-5
	420Z
	0.101
	0.026
	0.075

	F-15
	328Z
	10.226
	0.000
	10.226

	F-16
	F16
	16.975
	0.165
	16.810

	F-111
	324Z
	0.018
	0.000
	0.018

	H-53
	482Z
	0.555
	0.555
	0.000

	TRAINERS
	
	1.465
	0.030
	1.435

	COMMON 
	9999
	0.524
	0.000
	0.524

	NIM5
	
	1.097
	1.097
	0.000

	OTHER
	
	0.141
	0.000
	0.141

	TOTAL
	
	145.587
	10.866
	134.721








































































































































































































































































































Backorders *





MICAPS **





FSC





# NIINs


with BO


Activity





Backorder
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Backorder





# of NIINs
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# of MICAP


Incidents





1620





702





30,155





4.0





402





945,308





5,523





1630





378





40,360





2.8





141





655,575





4,174





Total





1080





70,515





3.4





543





1,600,883





9,697





Monthly
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1,679
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FSC





Date





Avg ALT in Days





Avg PLT in Days





1620





March 2002





138





437





 





March 2003





138





446





 





Average





138





442





1630





March 2002





131





306





 





March 2003





129





305





 





Average





130





306





Total





Average





134





374











