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AB STRA CT

The Chief of Naval Material has recently

r e—emphas ized t r a n s f e r  of i n v e n t o r y  m a n a g em e n t  f r o m

hardware Systems Commands to the Naval Supply Systems

Command. This study of the various aspec ts of the
stock transfer process was requested by the Naval

Electronic Systems Command (NAVELEX ) as an assist in

identifying which of their items should be transferred
to the Ships Parts Control Center (SPCC). The

approach taken was to first determine and evaluate the

methods of inventory management used by NAVELEX and

SPCC. The second step wa s t o  conduc t  a c o m p u t e r

analysis cf demand data of items ma naged by NAVELEX to

see if any criteria would be suggested to provide

guidelines for transferring an item. While no

criteria were developed within the time frame of this

research, the com parison of the method s of inventocy

manageme nt suggests that a majority of items should be

transferred to SPCC .
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I. INTRODUCTION

A con t inu ing  goal wi th in  the Depa r tmen t  of Defense  (DOD)
is to coordinate and consolidate inventory management

functions wherever possible. Preventing two or more

organizat ions f r o m  m a n a g i n g  t he  same i t em cr in p e r f o r m i n g
similar inventory  management  tasks assists in m a i n t a i n i n g  a
simplified material support organization within DOD and the

individual services.

Stock coordination is the term used in the N a v y  for  the
administrative p rocess of identify ing and contrclling

material ccgnizance for an item , group or categor y of

material and assigning ma te r i a l cog nizance to a single
inventory znanager (1 ]. Stock coordination has also become

synonymous with the actual yearly transfer (or migra t i cn)  of
items of inventory between the cognizant commands.

Specifically , the objectives of stock coor d ination are:

1. To al ign mate r i a l  cognizance among Na y
i n v e n t o r y  managers  to ensure con tinuous an
effec t ive supply support;
2. To achieve eco~iomy by reducing t~ e n u m~ er
ot generally simila r i tems and  e l i m i n a t i n g
and preven ting duplication of management by
the several Navy managers;

3. To the  extent practicable, to concen t ra t e
all sup ply manag~ mex~t functions for items orgroups ot items withi n the Navy under the
cognizance of Navy Supply Systems Command
inventor y control points42]

The current NAVMAT INST ~4Le 4O.37C giv es responsibility “for

the overall policy and guidance in matters pertaining to the

Stock coor d ination Program ” to the Deputy Chief of Naval

Material (DCNM) for Logistics. The Na val Supply Systems

10
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Com mand ( N A V S U P )  has been tasked  by the  Nava l  Ma te r i a l
Command ( N A V M A T )  to admin i s t er the  Stock Coord ina t ion
Program in accordance wi th  exis t ing  N avy poli cy as provided
by NAYNA T . The Commander , NAVSUP as administrator has the

fcllowing specif ic responsibilities:

1. Perform the manag ement (Planning,
Direction, . Control and Tr~ ining)responsibilities for the Stock Coordination
Program and chair all Stock Coordination
review meetings .

2. Monitor all Navy items to ensure that an
it e m ~ of supply is not managed by more t han
one inven tory man~ ger and concurrently en sure
ap prgpriate material management assignments
within the Navy .

3. Develop , coordinate wit h SYSCOMs, and
publ is h in J~ n u a r y  of each yea r a schedule of
stock coordination reviews by cognizance
sym bol to be con duc ted during the cal endar
year .
4. Develop and mainta in  in federal  stoc k
num ber se quence a mechanized file of all
SYSCON managed items with related federal
catalqging data required to conduct a. stock
cocrdinatio~i -review meeting .  Lis t ings  f r o m
the mechanized tile will be provi~ad tosYsçoi~is , three months prior to a scheduled
review.

5. Establish u n i f o r m  f o r m a t  and  procedures
fo r  item t r a n s f e r  actions, i n c l u d i n g  r ep or t s
to DCNM (Logistics) , for those actions
c o n su wm a t e d  as a result of a stock
cocrdination rev iew meet ing.  Lu. ]

Although the primary inventory management

responsinil i t ies in the Navy are- assigned to NAVSUP ’s

Inven tory Control Points (ICP’s) , many other Navy ac tivities
such as the Hardware Systems Commands (USC) find it

necessary to manag e sm all inventories in performing their

primary duties. USC’S are responsible for the development ,

planning, program m ing, acquisition , installation, logistics,
and technical suppor t and guidance for a par ticular class of
weapons systems and their related equipments required in

support of all facets of naval operations throughout the

system/equipment life cycle [3). The Naval Electronic

Systems Comm and (NAVELEX) is the USC which maintains

11
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t empora ry  inven t ories du r ing  t he  des ign and deve lopment  of
new Navy electronics material , or hardware. As a

consequence , N A V E L E X  must  be responsive to the  c r i te r ia  fo r
stock coordination as set forth in the NAVMAT INST 4440.37

series [4). In particular , NA VELEX and th e other sys tems
comman ds are responsible for the following:

1. Designat e stock ccordination
representatives to assist in determining
appropriat e material  m a n a g e m e n t  a ss ignments .
2. Thirty days prior to a scheduled meeting,
return to NAVSU P one copy of the FSN
(Federal Stock Number) listing appropriately
annotated with the ,prescrined criteria .
Requests for reverse mig ration transfers will
ne forwarded to NAVSUP together with
sup porting rationale.

3. Maintain adequate technical documentation
to justify material retention at the SYSCOM
under criteria code 3 (unstable in design).

4. Coordinat~ item transfer dates, technical
data requirements, and contract
administration requiremements with NAYSUP
and ,the receiving activity with full
consider ation given ~o the budget cyc~.e~ tcpermit orderly assumption by the receiving
ICP of all budgetary responsibilities for the
i~ ems being tra~isferred. Provide to NAVSUP
within forty—five (45) days a schedule of
item transfers which have teen coordinated
with the receiving activ ity. L’ s ]

NA V N ATI N ST 4~$4O.37C also lists four retention

criteria (and their Codes) which a systems command or its

field acti vity may use to justify their managing the

inventory of an item. These criteria and two otners (code

0—withdrawal of interest; and code 5—selected for transfer)

are assigned by the USC to each item in the inventory and

are updated prior to each periodic stock coordination

review. At the review , the particular criteria assigned to

each item may be accepted or cha llenged by NAVSU P , NA Y N AT,
or the ICP. Those criteria whica are challenged must be

resolved durin g the review . The four dSC retention criteria

are as follows:

1. ~~~~~~~~~~~~~~ ~~ii.4 ~~x~i~~ uat ~~~~~~

12



Items qualifying under this category must be
un der development and not ye t in Fleet
operational use.

2. ~~~ Requiring ~~~~~~~~~ contrQi
Decisigns. This cr~terion is applicable w’E~ n
~ “6I~~ ~~gree of , engineering judgemen t ,is
required concerning design or relation ships
to a system . It , pertains principally to
those items requiring ~ngineering decisionsduring product io~i or prior to each issue.
Items that remain in this category after two
(2) , yçars , of operational use must be
iustified, in the sam~ m~nrLer as , Criteria Code
Four (4) items of this instruction.

3. Iteas Unstable  In Desian. Items which are
determin ed 5y an en~in~~~in~ decision to be
highly subject to design change cf the item
itself, or replacemen t of the item through
modifica tion of its next higher assembly. End
items, componei,its, a sse mbl ies, test, andevaluation equ~.pment ,unstable in design do
not exclude their intrinsic parts from stock
coordination review. Items retained for
managemen t under this category , will be
transferred to an ICP after completion of (2)
years  op erat ion~ l use unless a ma jo r  designchange or ~iodification has been approved
and/or is being accomplished at , the time of
the Stock Coordination Review. Further
re tent ion upon completion of ,the  approved
design , c~ ange or modif ication must be
j u s t i f i ed in accordance wit h Cri ter ia  Code
Four (4) . -

4. Item s E~~~ress~~y Assi~~~~ ~~ a 
~~~~~~Comman~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 

b~~ S~2ara te Au~ horiz 1n
1~I’V~~~ ct iye~~~’ It~ ms qu Iiryin~~~o~ !‘~tcategory are limited to items of major
im portan ce and depot level reparables .
Inclusion in this category i~ a watt~ r for
CNN ~ecision based upon ,justifying rationale
submitted by ~he originating Command. As ,a
general rule items changed , from CrIteria
Codes (2) and (3) into this code will be
transferred to an ICP for inventor
management even though the procuremen
function r~ mains at the iieadq~iarters leveL.
Items assigned under this criterion will be
consi4ere~ as an adjunct to stock
cocrdination and therefore are not precluded
from forma l review when scf~eduled. (4]

In recent years the absence of an active stcck coordination

effort between the USC ’s and the ICP’s has motivated the

Chief of NAYMAT in a letter dated 9 July 1976, to direct

that action be taken to re—initiate stock coordination

proceedings and called for specific reports from the USC’s

and NAV SUP concern ing the status of the USC inventories, the

status of currently scheduled stock coordination reviews ,

13



recommennations and comments concerning ways to improve the

reviews , and “th e degree to which r3mcte terminals and

UICP (Unifor m Inventory Control Point) programs  a re/ a re  not
being used to manage items retained at Headquar t e r s
level[5].” The letter also re—emphasized the requirement

for stock coordination reviews and set an arbitrary goal of

25 percent of the USC inventories to be transferred to an

IC? or to be deleted from all inventory managemen t during

the next yearly stock coordinat ion cycle.

14



II. HISIORY OF THE NAVY SUPPLY PLAN

The Navy Sup ply Plan of 1947 had as its primary
object ive  the  establishment  of an integrated supply ccmplex

in support of the,, basic Navy programs. At that time the

Navy was tasked to develop its plan following the DOD policy

statement:

~J i th i n  each mi l i t a ry  service ( A r m y ,  N a v y ,
Marine , Corps, and Air Force) there shall be
established and maintained but one single
supply and inven tory control point for each
category of items.

The total volume of inventories should be
analyzed and reviewed by ,all , services ~ndreduced so ,far as possible in conjunction
wita the assigned mission of the respective
departments. (6)

The Navy Stock Coordination Program , as a result of
these objectives, becam e a reality in a memoran dum of 5
Decem ber 1950 from the Chief , Bur eau of Supplies and
Accounts (BUSANDA), now N A V SUP, to the Navy Supply System
inventory managers. Initially the stock coordination

concept appeared to be directed only at the ICP ’s wnich were
then called Supply Demand Control Points (SDCP) , but it

quiciUy grew to include the technical bureaus, now HSC’s.

The first definition of stock coordination reflected this

emphasis:

Stcck Coordination is the process concerned
with the elimination where practicable, of
outright dupl ication ; the prevenjion , of
potential dupl ication through prcvisioning ;
t~ e utilization of material in the system in
lieu of new procurement; a log;cal
çeassignm~ nt of similar but not identical
i,te•s which are managed by several supply
demand control points; and a reduct ion in the
range ~nd kinds of ma terial through
standardization and simplification

15



prograws.(6]

How to best imple ment a stock coor dination policy was
the subject of a study by a special Ad Hoc Committee of

BUSANDA in 1951. This committee prepared a report which

contained as one of its recommendations the establishment of

a supply coordinator within the BUSANDA organization. This

recommendation resulted in the establishment of a Stock

Ccordination Division in BUSANDA on 31 July 1952. The new

division was tasked with responsibility “f o r  the  deve lcpm ent
and implementation of materia l cognizance ccntrol policies

and cognizance control allocation procedures for the Navy

Supply System .”(6]

Developing the principles and policies was one of the

first orders of business after the new division was fully

staffed, and the policies had to be created in a manner

which would suppor t the primary objective of the Navy Supply

Plan. The first principles and policies were also developed

in conjuction with the technical bureaus before being

publishe d (See A ppendix A for a compl ete lis ting) . For
comparison, the current list of established principles and

policies of stock coordination is pr’ovided in Appendi x 8.

Al though  no documenta t ion  is available to trace the
evolution of the current list from the first one, the reader

readily notices that it has expa nded considerably.

Along with developm ent of the principles and policies,
the Stock Coordina tion Division also sought to develop some
oblectives of stock coordination which would not only

su pport the Na vy Supply Plan but also improve the
effectiveness and economy of the supply system. These

objectives diff er somewha t in emphasis from the current ones
which were stated in the introduction. They ar~ provided,
again for co~iparison:

1.Realignmen t of the material miss~.ons of theSDCP ’s to ma ximize supply responsiveness to

16



t he  nasi c Navy p rog rams .
2.Purification of the Supply System to reduce
to ~ minimu~ , multiple management of
identical material, an d the number of sizes ,
kinds and types of generally similar items.

3.Containment of the input of ma terial to
that determined essential to the support of
authoriz ed Navy progra ms.

4.daxiinum utilization of inventories.

5.Simplification of the supply problems of
the consumer .[7]

Although these o bjectives mak e no specific men ticn of
inventory ccntrol at the technical bureaus as distinguished
from that at tae supp ly d eman d control points, it should be
noted that this subject was covered in the original policies

and principles.

The last area for which stock coordina tion became
responsibJ,e was in controlling the input of materia l, or
provisioning . This occurred in 1954. “The Navy Supply

System is first apprised of its repair part support

responsibilities with respect to the equipment” during

provisioning. It is a logical area of effort within stock

coor d ination necause the prevention of duplication and
errors at the material input point is absolutely necessary

in maintaining control of the long run program (7).

New procedur es had to be devised in or der to
successfuLL y transfer inventory management functions from

one activity to another. Forma l guidelines had to be

established, new financial and accounting proce dures were
required , new terminologies and responsi bili ties required

defining , a formal provisioning program had to be
establis hed , a cen tral cataloging and numbering system was

required , and a mea ns of exchanging information between

commands was required. All of these requirements were

successfully initiated to a degree which allcwea the progra m

to begin, and efforts to improve these requirements are

continuing today.

17



The effort to centralize inventory control functions at

the SDCP ’ s began almost immediately and between July 1954

and March 1957 “34 ,344 line it e ms valued at $500 ,000 ,000
were  t r a n s f e r r e d  f r o m  the technical nureaus  to the  SDCP ’ s,
as directed by SEC NA VINST 4408.1 or 30 November 1953 “(6).

In spite of some very recent interruptions, this process has
continued to the present. For example, in the  past six
years NAVELEX has transferre d over 3,000 line items.

By 1957 , the cent ralized control of stock coordinat ion
by B US àND A had been reduced to the point  where  most
ind iv idua l  item t r ans fe r s  were accomplished by the SDCP ’s

w i t h o u t  clearance from B U S A N D A .  I n i t i a l l y ,  central ized
control was strong to preven t either ( 1)  misinterpretations
as to d e f i n i t i o n s  of i tem categ or y responsibil it ies  which
might  cause cognizance t r ans fe rs  in all direct ions or (2)
the  crea tion of excessive workloads.

The stock coordination progra m has  been successful to
the extent that today the total  number  of line items wi th in
the N a v y  which  are managed outside the Navy  I nven to ry
Control Points is 18 ,000 , app rox ima te ly  t h r e e  percent of all
N a v y  managed  items . It is th is remaining three percent
towards which the current NAV NAT effort is directed.
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III. THE PROBLEM

The basic problem within the stock coordination progra m

is how to identify candidate items for transfer such that
the items which remain at the non—ICP activity (in this case

NAV ELEX) are onl y those items which can best be manage d at
that command.

The re quirement placed by NAY MA T on the H SC ’ s to
transfer or delete 25 percent of their inventories during

the next stock coor d ination process and the increased

emphasis in the pursuit of an effec t ive stock coor dination
program have highlighted various bottlenecks in

accom plishing this requirement. Some of the bottlenecks are

the result oi individua l philosophies and interpretations

throughout the man y d~ cision levels at the ccinmands involved

in the  program.  Other  bott lenecks are created simpl y by
exist ing organ iza t iona l  procedures.

A major problem that surfaces in trans ferring inventory
mana gement responsibilities between N A V ELEX and SPCC
involves the  basic dif ferences  in i n v e n t o r y  m a n a g e m e n t
philosophies and policies. Transferring control to SPCC

naturally concerns som e individuals at NAVELEX because they
fear a loss cf control and individual attention that they

have been able to provide for some of their items of

inven tory in the past. Those items within the NAVELEX

inventory are designated 2Z cognizance (COG) material. The

ma jority of these, when transferred to SPCC, become ‘4G COG

items. This inventor y of NAVELEX 2Z items is considered by
NAVELEX to be nearly 100 percent program relat3d , that is,

many of tne items are designated for a particular end user.

This program—ori ented inventory results from the basic

NAVELEX responsibility to various Chief of Naval Operat ions

(CNO) sponsors and other gov ernment agencies. NAVELEX
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control in issui ng this material is felt ~y some to ne
essential in avoiding missed future committments. Although

m a n y  low deman d and p rog ra m re la ted  i tems are m anaged  at
SPcc, comp uterized inventory models dominate and are

pr imar i l y  designed to handle  items wi th  h igher  and less
predictable demand patterns.

The average 4G COG electronics inventory manager at

SPCC manage s approximate l y 3000 line i tems. On the  other
hand, NAVELEX inventory managers handle approximately 100

items each and tend to do so on a manual basis with an
assist from a requirements and acquisition tracking computer

management informa tion system.

Identifying when persoz~nel resources should transfer
with the management function is still another problem which
has hindered previous stock coordina tion reviews. Although

this problem was largely remedied in the NAVMAT letter of

9 Jul 1976 which stated that such compen sating personnel and

funding resources were not a requirement in transferring

material , it still remains as a possib le managemen t pro b lem
in terms of the allocation of scarce resources. However ,

the cu r r en t  stoc k coordination Principles and Policies
recognize that  s i tuat ions may exist which requ i re  a
redistributicn of resources to ensure equitability ( see

Appendix B, item 24) (5].

A thir d proolem area involves the assignnent of the

retention criteria to individual items in the NAVEL EX

inventory during the initial review process. Obviousl y an

i tem should remain external to the NAVSUP supply system only

as long as NAVELEX is the only source of expertise which

can provide constant technical support to the item.

However , terms such as “high degree of eng inee r ing
judgement” or “highly subject to design change ” are not

easily guan tifiable(these criteria were listed in the

Introduction)

The primary basis for these retention criteria was

related to engineering or technical probl ems with the HSC
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inventories. Addit ional criteria are now being considered.

One such is the “family grouping ” concep t which considers

how an item relates to other similar items. Some of these

relationships include the degree of substitutability between

items, the differences in capa bili ties and tae
interchangeability of spare parts. A tremendous potential

exists for savin g a significant amount of Navy bud get

dollars in this area as well as helping to identify

candidates for transfer if an objective system of

i d e n t i f y i n g  f ami ly  relations can be determined.
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IV . TEE PLAN OF ANALYSIS

In order to develop a m e a n i n g f u l  set of crit er ia
relating to stock transfer between NAVELE X and SPCC a

thorough understanding of the prob lems inherent in stock
transfers was required . To obtain as much information as

possible a b o u t  cu r ren t  p r o g r a m s  and ?roceduzes r e l a t i n g  to
i tem m a a a g e m e n t  and stock t r a n s f e r , a f a c t  g a t h e r i n g  process
was initiated. This process required (1) visiting

act iv i t ies  involved  in the stoc k coord ina t ion  process , (2) a
l i t e ra tu re  search , (3) te lephone inqui r ies, and  (4) a
compute: analysis of the  past de iand his tory of 2Z COG
ma terial.

An introduction to stock coordination was provided

during a visit to NAVELEX in June , 1977. Brief

presentat ions were provided on the overall stock
coordination process as seen from the NAVELEX point of view

and  specif ic  problems with past t ransfers  were highlighted.

Informa tion on NAVELEX management philosophies and current

problems was also provided.

In or der to o btain a differ ent perspec tive on t he
problem, representatives at NAVSU P were contacted. Their

analysis of past problems in stock coordination and their

feelings regarding items which should be managed by the

HSC ’s provided a beneficial alternative point of view.

~aterial gathered from this first series of visits was

studied in preparation for a visit to 52CC, th e primary
receiving point for material transferred from NAVELEX. The

S visit to 52CC in September , 1977 provided yet a third

perspective to the problem.

A follow—up trip to NAVELEX 4S well as NAV NA T prcvided

addit ional background material with a discussion of some

initial ideas regarding stock coordination procedures and
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past problem areas.

The second stage of the research process involved the

study of reports and other documenta t ion which had been
collected from the various commands involved in the transfer

process.

Questions which arose during the cours e of the research
were normally answered through extensive telephon e contact

with the commands involved in the stock coordination

process.

Finally , a compu ter analysis of past 2Z cognizance
deman d data was undert aken. The point of this analysis was

to determine if any characteristics in the demand data might

suggest a set of criteria which could be explored and

possibly used in recommendin g an item fcr transfer. The

data base for this analysis wa s the Cumulative End Item 
S

Ledger (CENILE) which is a Transaction History File of 2~
ccgnizance mater ia l .  T his data base is m a i n t a i n e d  by SPCC

and is a deriva tive of the Z~aster Data File. Once weekly

when SPCC’s Transaction History File is updated, the CENI L E
is also processed for update. Since the CENILE is basically

a version of the M D ? , its va l id i ty  is considered excel lent .
Appendi x C provides a key to the  various e lements

coi~tained within each record on the CENILE tape. Data is

configured on the tape in stock number sequence wi th recor ds 
S

wit hin stock numbers broken down by the Unit Identification

C3de (tJIC) of the requisitioning activity.

In analyzin g the data from the CENILE tap e, eac h
transaction for a particular stock number was put through a

fil ter process to determ ine if it was a deman d and, if so ,
what type. Since a transaction is composed of any number of

actions by various activities w ithin the requisitioning
p rocess, care was taken to group all recor ds associa ted wi th
a uni que requisition document number and to identify only

the f i rs t  of these records in  de te rmin ing  the t y p e  of demand
encountered . Throug hout th is  analys is  each unique
transaction was considered a demand irrespective of the
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1
total quantity requisitioned. In other words , requisi tion
size was not  an i tem s tudied .  The C E N I L E  record h ierarc hy
was similar to the one utilized in a thesis w r i t t e n  by

~cCar thy ,  et al (3]. Appendix D provides an in—depth

overview of the actual  screening procedure utilized and

contains t h e  assumpt ions  made to c l a s s i fy  t he  var ious
records into specific types of demand categories.

The utilization of a computer program enabled an

analysis of the entire ac t ive popula t ion  of stock numbers
managed  by N A V E L E X  whereas  the  thesis of M c C a r t h y ,  et al ,
utilized a manua l  screen process which necessitated looking
at a sample  of only 396 i tems.  W h i l e  m a n y  of the  ini t ia l
conclusions of this analysis  are s imilar  and suppor t ive  of
the McCarthy, et aJ. thesis, the ca pabil ities of th e sof tware
package developed to analyze the CENILE data allowed for a

much deeper analysis of eac h active 2Z cognizanc e stock
number .  The f i na l  result  of the  data analys is  was specific
summary informa tion regarding demand by type and time (in

quarters) for individual stock numbers. For readability

this  i n f o r m a t i o n  was displayed in the forma t exhibited in
Append ix  E (De m and  Tableau Samples)

Demand  data on the C E N I L E  tape  was divided in to  the
various categories in order to de te rmine  the  r e l a t ionsh ip  3f
un planned demand totals with respect to total business. The

tableau for i i a t  provided 12 quar ters of deman d data
categorized int o one of the f o l l o w i n g  types:  Casua l ty
R eports (CASa EPT) , Unp lanned  Af loa t , U n p l a n n e d  Othe r , PPR

Af loa t , PPR Othe r , or Total Business fo r  the t h r ee  year
period. These categories were chosen so that stock numbers

experiencing unplanned demands (including CAS~EPTS) could be

invest igated wi th  regard to the  premis e t h a t  N A V E L E X  should
not be m a n a g i n g  mater ia l which experiences a significant
a m o u n t  of u n p l a n n e d  demand .

Very recent  i n f o r m a t i o n  obta ined f r o m  N A V E L E X  suggests
tha t  t he  P P R ’ s ident i f ied  in the  a n a l y s i s  may be

understated . The analysis assumed that documents with
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document identifier code (DIC) 100 were always Planned 
S

Program R e q u i r e m e n t s  (PP R)  cance l la t ions  when in fac t  t he
DIC 100 documents wer e also used to ensure removal or
completed P P R ’ s from the PPR file at SPCC.
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V .  R E S U L T S  OF AN AL Y SIS

The Stock Coordination Program is ccmprised of and

interacts with many Navy Supply Programs. Only through an

understanding of programs such as Planned Program
Requirements , Repairatles, Disposal, and Budgeting is it

possible to gain some insight into the Stock Coordination

Program and the effec t of each on the goals of stock
coordination.

A. PLANNED PROGRAM REQUIREMENTS

1. 
~Li!. ~ J&~ ~L~iia~~ ~~~~~~ ~~~~~~~~~~~
Mater ia l  in the NAV ELEX inventory is justifie d and

financed through the budget process as planned or scheduled ,

nonr ecurrin g requirements. Each item is initially purchased

and designated for a part icular customer and although the

r equ i rement  for  the  mater ia l  or the  s up p o r t i n g  p r o g r a m ( s )
may chan ge, the inven tory manager (IN) is responsib le for
ensuring that the  material is available when needed. The IN

is assisted in this task through an interface of computer

programs between NAVELEX and SPCC. NAVELEX managed items are

processed and managed through a direc t link with SPCC ’s

Uniform Inventory Control Program (UICP) data base.

The material mana gement sys tem at NA VELEX, which is
also the managemen t information system (MIS) for all levels

of managemen t there, is calle d the Requir ements
Accumulating/ Acquisit ion Tracking System (RACC/ATS)

RA CC/ATS maintains records of all. NAVELEX
requirements authorized in the Five Year
Detense Plan (FYDP} it determines when
acquisition action will have to be initiated ,
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wha t  s urce is to be ut i l ized, what  t he
respective cost is es t ima ted  to be .
Addi t ion al4 .y ,  RACC/A tS t racks the f l ow  of
documentation through !~AVELEX . With respect
to • procurement actions it consolid~ tesrequirements , checks stock asse ts, determinesco gni~ant procuring activities, checks
existing con tracts for uncommitted options or
m u l t i —y e a r  quant i t i es  unexpended  genera tes
schedules to meet RDD’s (aequire~ Delivery
Dates) and mon itors specific milestones to
alert  m anagement  to possiole p rob l em
areas .(  3 ]

RA CC/ATS also provides s~~~e l imi ted assistance to the
inven to ry  manager  in equipment  in te rchangeab i l i ty  screening
for possible subst i tu tes  of i tems w i t h i n  the  same equ ipment
category or f a m i l y .  A l though  not designed specifically for
this purpose, the SCAT (Substitutable Category) Code is one
tool used for  this screen , but it neither relates to nor

in terfaces  wi th  the  fami l y/g roup  coding scheme at SPCC .
This subject of equipment substitutabili ty will be d iscussed
in more detail in a lat er section. An assist is also
provided t h r o u g h  a screening test cf n o t — r e a d y — f o r — i s s u e
(N RFI )  assets for the  avai labi l i ty  of inductable material

fo r  overhaul/repa i r .  But of all the f u n c t i o n s  p e r f o r m e d  for
t h e IN b y RA C C /A T S , perhaps the most i m p o r t a n t  is the
tracking of material from the initial re quirements
determination through the complete acquisition cycle to the

f ina l  de l i ve ry  of the material to the end user. Once a

specific customer can be identified and input to RACC/ATS

and the asset screening process dur ing  the cyclic upda t e  has
been per formed , the  i n t e r f ace  w i t h  the  UICP allows RA CC/A ? S
to assign ~ requisit ion n u m b e r  to the mater ia l  designated
for  t h a t  cus tomer .  This requisit ion number  is then
established on the Planned Program R e q u i r e m e n t s  ( P P R )  f i le
at SPCC for use in protect ing these scheduled requirements,

and a n i anda t c ry  action date , which wil l  be def ined la ter , is
computed by subt rac t ing  120 days f rom the Re qu i red  Del ivery
Date (RDD) .

The R.ACC/ATS program uti l izes PP R~ s to protec t
quantities ~of equipments during tests such as the  screen fo r
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unreserved ready—for-issue (RFI) assets and  the screen for
induction availability. The PPR program is one of the key

programs within stock coor d inat ion since it provides the
pr imary  means by  which N A V E L E X  can indicate  w h a t  p rogram
related material requires protec tion from unauthorized issue

after it has been transferred to SPCC management. This

becomes ex t remely  impor t an t  in avoid ing  l i t igat ion
procedures resul ting f r o m  missed schedules due to
unava i lab le  government  ma te r i a l .

2. ~SU~ ~~~~~~~

Planned Program R e q u i r e m e n t s  as viewed by NAVSUP
include:

A n y  k n o w n  or ant ic ipat ed f u n d e d  or u n f u n d e d
pr cj ec t  or pr ggram related requ i rem en t  wh ich
carno t  be pr edicted wi th in  the UICP cyclic
levels rorecasting techniques (8]

The P?E computer  f i le  at SPCC is only a record keeping
process which  is designed to  in teract  wi th  o ther  UICP
opera tions in identifying those i t ems  which requi re
protection. For this reason it becomes important to ensure

tha t  f i le  main tenance  on P P R ’ s is t ime ly  and accurate .
Th ree general reasons can be liste d for es tablishing

PPR’s at SPCC ;

1. To retain stock in the system regardless
of the deman d for the item.

2. To inform the system that a nonregurring
demand will occur on a specific date in the
future.

3. To main ta in  a level of stock at an
ac t iv i ty  as an added cushio n aga ins t  r u n n i n g
out  of s tock .(8]

For example , a PPR recor d m a y  be created to  protect  a system
wide asset of a part icular i tem of stock as Preposi t ioned
War Reserve  Stock ( P WRS)  . This is mate r i a l  wh ich  must  ae
kept on—hand in a sufficient quantity to enable mobilization
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in the event  of war [9 ) .  P P R ’ s may also be used to protect
system stocks by c rea t ing  f ixed  layers  of s a f e ty  stocks,
creat ing t empora ry r e q u ir e m e n t s  to pr even t  excessing
material w hen periods of low deman d occur , or to t e m p o r a r i l y
support a p rocurement which is larger than that which could
be supported and generated by demand forecasts. This last

reason for protection must also be justified by a specific

program and must be approved at either the  divisicn or

comman d level.

Wit h approva l ,  by the ICP or higher authority localized

protect ion can be provided by PP R ’s. R e p o r t i n g  N a v y  stoc k
points can protect their individual levels of stock from
requisitica referrals except those with high priority, and
special Repai r  Pools can be created at an ac tivity as one
justification for carrying more stock of an i t em.  Other

~avy act ivi t ies, including the U SC ’ s, also use P P R ’ s to
protect stock whic h is to be used on f u t u r e  p ro jec t s .

The PPR f i le  is used p r imar i ly  at SPCC in c o n j u n c t i o n
w i t h  t h r ee  other p rog rams ;  S t ra t i f i ca t ion, S u p p l y  Demand
Rev iew  (SD R )  , and Repair Schedul ing,  s t r a t i f i ca t ion  is
SPCC ’s program for planning and monitoring the inventory

budget  ( 1 0) .  PP R records assist “ strat if icat ion ” in
i d e n t ify i ng  projected requir ements which  may need f u n d i n g or
in i d e n t i f y i n g  projected purchases of unrese rved  but
scheduled requ i rement s .  SDR and repair schedu l ing  are the
programs which per iodically check to see if enough materia l

will be availabl e when and where  it is needed (9].
S 

There are  se v eral d i f f e r en t  c lassif icat ions of P PR ’ s
vnich will be discussed later, but all PPr ’s share some

common characterist ics. For example , PPR records lodged on
the  f i l e  w i l l  r ema in  there un t i l  they are purged f o r  age or
tne mater ia l  is issued and  the issue is recorded using
exactly the same document number recorded in the file. Nost

PP R r equ i remen t s  can be established u p  to nine years in
advance  of the requirement. An exception is the deferred

requisition type of PP R which  can  be es tabl ished only  up to
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two year s in advance .
The PP R f i le  requires tha t  inputs  be val idated prior to

being established on the f i l e  (see Appe ndix F f o r  a f low
chart summarizing steps for initiating and checkin g PPR’s by

this f i l e )  . In i t ia l  val idat ion inc ludes  check ing  for
garbled , incorrect , or missing i n fo rma t ion .  Data entr ies
such as Na t iona l  Stock N u m b e r s  (NSN)  w h i c h  replaced ESN ’ s,
Cognizance Symbols  (COG) , Mater ia l  Control  Codes (N CC) , and
Acquisi t ion Advice Codes (AAC) are checked to ensure  that
the  item is managed by SPCC .  Final ly,  the requ i remen t  is
also checked to make sure tha t  it is held  at a repor t ing
stock point .  The PP R file wil l also reject duplication.

New records input  to the  fi le cannot  ma tch  other  existing
records.

Afte r  a PP R recor d is established a P l a n n e d  Requ i r emen t
Code (P~ C) for that in d iv idua l  recor d will be assigned to
the record to indicate what action the system must  t ake  to
support the requir ement. This code is based on t he  input
documen t .  Any  f u t u r e changes or cancel la t ions  will
genera l ly  Ee.piire special Document  I d e n t i f i e r  Codes (DIC)
which correspond to the  i n p u t  DIC.

SDR triggers are indicators to the IJICP operation that

a Supply  Deman d Review is necessary for  a par t icular  item.
The PPR periodic rev iew progra m called “PP R BROWSE ” checks
PR C ’ s and R DD ’ s to see if a t rigger is necessary.  An SDR
trigger may also be generated if the review determines after
establ ishing a PP R tha t  (1)  t h e  same ma terial was d isposed

of within the last 180 days, (2) t he  PP R is being
established within the p rocurement lead t ime  (P LT) and  the
system assets are in su f f i c i en t  to support  the requ i remen t ,
or 3) the PPR is being established wi th in  an Order and
Shipping Time ( O S T ) ,  whic h is normal ly  i n p u t  at 30 days , and
the supportin g stock point assets are less than the PP R

quan tity.

PPR’s are normally considered as protec ted asse ts which
are used to satisfy a nonrecurring demand on a specific
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date.  Howe ver , a f ixed  level of stoc k may also be protected
if desired by sett ing the R D D  to all “9 ’ s” .

S 
A “deferred requ isition” is a special PPR which allows

the customer to su bmit a standar d funde d re quisit ion with
DIC AD series dir ectly to the  ICP . The key data en t ry  on
the requisit ion is the indication of an extended  RDD by
entering an alpha “S” in card column 62. Card columns 63

and 64 are used to indicate the number of months remaining

un til the material is required (up to 2 years maximum) . The

actual RDD is determin ed by multiplying the number of months

by 30 and  adding this tota l to the requis i t ion date.
If the extended R D D is w i t h i n  t w o  months  of the  cur ren t

date , the ICP will hand le  the  request  as a normal
requisition. Otherwis e, a f t e r  the  requisition passes the
val idat ion checks , it will  be entered on the PP R f i l e  an d
processed in the same manner  as the N a v y  cus tomer  requested
PPR which is discussed below. Defer red  requisitions are
cu r r en t l y  neing emphas ized as t he  p re fe r r ed  method of PPR
i n p u t, primarily because of a reduced workicad for botn tae

req uisitioner and SPCC. For exa m ple, establishment ,

validation, and requ isition input  is accomplished wi th  one
document  ins tead of  three. Th is single t ransac t ion  also
av oids the requirement for a precise requisition and PPR

recor d match w hich is not always possible and nas caused

some of the  p rog ram deficiencies which  will  be discussed
later.

Those PPR’s with specific RDD’s fal l  in to  th ree  genera l
classificaticus according to the originating source. One

type  of P PB is tha t  requested f rom a DOD activity/customer

excludin g Navy customers. This classification , which is
also called Special Program Requirements , will not be
discussed since it has no application to the  cur ren t  topic .

The second cl assif ication and one which  has s i gn i f i can t
potential applicat ion to the NAVELEX—SPCC interface is the
epa generated by Navy customers ex te rna l  to SPCC. As
men tioned previously, this type of PPR utilizes its own DIC
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1
( B? series ) and may be requested and e s tab l ished  up to
nine years  prior to t h e  RD D.  The  sys t em , however , requires
a certain genera l  sequence of even ts  to occur be fore  the PpR
can ne sat isf ied (See Append ix  F fo r  a s um m a r i z e d  f l o w  cha r t
of these details).

At R DD minus  PLT minus  30 days SPCC will gene ra t e  a
f ina l  r equest fo r  c o n f i r ma t i o n  of the r e q u i r e m e n t  tc  tae
requesting Navy customer. I f  SPCC does not receive

confirma tion by RDD m i n u s  PLT , the PPR will be cancelled.
Prior to confirmation, stock will be retained but will not

be purchased or redistributed . Also , PPR’s submitted with

insufficient PLT and system assets will  be r e j ec t ed  and
returned to the cus tomers for possib le extensions of the
ADD.

Ano ther current constraint requires the PPB to be
established at least 90 days prior to the RDD.  A f t e r  the
2?~ is established, the  Fami ly/ Group  re la t ionship  coding on
the MD? at S PCC also plays an impor tan t  role in how any
particular item will be protected . Only non—family/group

related mate r i a l  is protected/reserved at the supporting

stockpoint  becaus e no other i tem may be subs t i tu ted  fcr  it.
All other PPR’s are only protected from re quisitions which
reach tne IC~ (SPCC) level d u r i n g  the r e f e r r a l  process since
tner e  is some likelihood of a simila r i tem being avai lable
to satisfy the requirement.

Once t he  ?PR has been conf i rmed , 52CC will f u n d  the
requi rement  thro ugh t h e  PLT horizon and i n i t i a te  procurement
action at ROt minus PLT if necessary. Theore t i ca l ly ,  the
requesting customer is then obligated to pay for the

mater ia l  when it is issued , and the PPR is considered to be
in a f u n d e d  status. The conf i r mation point also causes the
P?R to become constrained by other system functions which

m a y  have  been genera ted  in suppor t of the  P PR.  In  general ,
once the PPR has been confirme d only quantity reduct ions

wn ich  a re  economically feasib le and R D D  ex tens ions  are
allowed. For example, quan tity reductions or cancellations
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must  c u r r e n t l y  exceed 100 dol lars  to be conside re d wor th  the
paperwork processing costs.

Wh en t he  time clock reaches RDD minu s 30 days (OST),

SDR triggers are generated to review for possible material

redistribution if the requiremen t cannot be satisfied by the
supporting stockpoint.

If the ROD pas ses and  t h e  mater ia l  is not d r a w n  from
stock by R D C  plus 31 days , SPCC will send the  f i r s t
follow—up to alert the customer. At BDD plus 61 , if the
mater ia l  has still not been d r a w n , a second f o l l o w — u p  wil l
be sent to the customer and NAVSUP will be notified that the

~ea material is not being utilized. When RDD plus ~1 is
r eached and if the mater ia l  has not  been drawn or t he  PPR
record r ema ins  on the file for  any  reason such as an error
in processing, it will be automatically deleted. A

requis i t ion processed at any  time prior to t h i s  which
matches the PPR recor d will au tomat ica l ly  remove the  PPR
record from the file.

The t h i rd  a n d  last category of PPR ’ s wi th  RDD is also
the type of PPR used most o f t en .  This P P R is generated
internally at SPCC either manually by an inventory manager ,

which is called a “bookkeep ing ” entry, or through an
automated input such as that provided to accocuodate the Ship
Al te ra t ion  M a n a g e m e n t  I n f o r m a t i o n  System ( S A M f S )  [3] .  The
pr ovis ioning prog ram at SPCC is the p rimary source of
internal PPR’s, but manual inputs by the inventory manager

can be justified for the three general reasons listed

previously or through written requests from NAVELEX during

the stock coordination transfer process. PPR’s ass igned by
RA CC/ATS for NAVELEX on the 2Z MD? are automatically

t r a n s f e r r e d  when t he  item t r ans fe r s  to  SPCC m a n a g e m e n t , but
any desired PPR’s not already established should be
j u s t i f i ed  in detail in the  remarks  section of the  Stock
Coordina tion Worksheet  w h i c h  is provided by N A V E L E X  fo r  each
item taat transfers. The invontory manager will then have

the necessary information to investigate the item further or
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to provide  pro tec t ion  t h r o u g h  the  P2R method  or any  other
method  which  wil l s a t i s f y  t h e  re qui rements .

The general time flow for internally generated PPR ’s

begins prior to t he  RDD m i n u s  PLT. Dur ing  this period tne
22R must be validated and established and the ma jority of

any changes or cancellat ions must be completed (See Appendix

G).

At the Review Date (RDD minus PLT) a review is

con ducte d to determine if p rocurement  action shou ld  be
initiated. After this date , cha ng e and cancellation
requests must pass system tests before they are accepted .

A Mandatory Action Da te is normally designated at RDD
minu s 45 days for DXC ’S 102 and 103 which are the ones used

for  establ ishing internal  PPRs .  DIC 103 is rare ly  used ,
the re fo re  the  Mandator y Action Date is genera l ly  fo r  DIC 102
and designates  the t ime  at which a reserv ation directive is
sent to the  suppor t ing  s tock point to  protect the  mate r i a l  

S

f rom unau thor ized  issue. However , any  valid date m a y  be
inpu t  for  this purpose . Prior to this , the establ ished
internal  PPR will be protected at  SPCC , b u t  not necessarily
at any particular stock point. SAMIS generated PPR’s are
t he  excepticn to th is  rule. These PPR ’s are a u t o m a t i c a l l y
protected at the stock point after the PPR record is

established and t he  PLT horizon has been entered.  As was
noted on page 27 , RACC/ATS generated P P R ’ s reach a M a n d a t o r y
Act ion Date at ROD min us 120 days.

S 
“Aler t  Car ds ” are genera ted  at t ine RDD m i n u s  30 days

fo r  the p r i m a r y  purpose  of n o t i f y i n g  the respons ib le
inv entory manager that a manua l review should be conducted
to de te rmine  if the  RDD should  be ex tended  to protect  the
P?R. Information on overhaul schedules is one source used

during this review.

If tne R DD passes a n d  the  materia l is not d r a w n  f rom
stock by RDD plus 30 days, the record will be deleted. Of

course , a drawdown requisition received before this point

which matches the PPR record will automatically remove that 
S
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record. 2 P Vs  establ ished fo r  21 cog NAVE L~ X ma terial at
this  point  g e n e r a t e  a r e q u i r em e n t  for  r e v i ew  r a t h e r  than
automatic cancellation .

The actual processes involved in m a i n t a i n i n g  and
utilizing the PPB program are m u c h  more complicated t h a n  the
general descriptions above ind icate, but to discuss the

program in detail is beyond t he  scope of this report . The
com plexities of the program imperfections resulting from

i n t e r f ace  problems w i t h  o ther  program s  h a v e  caused
deficiencies, many of which have been identified by SPCC and 

S

are listed below :
1. Requisition document data entries must m a t c h  th e

PPE record exact ly  in order to remove it from the file. As

a result, many recor ds are delayed in be ing  rem oved f r o m  the
f i le .  These delays inflate the total requirements.

2. A PPR file document number is normally assigned

wi th  a date  corresponding to the  date of e s tab l i shmen t .
Ships Cons t ruc t ion  Navy (SCN) f u n d i n g  pclicy requires
requisitions which cite those fund s to use the curren t

funding year in tae document number. This document number

mismatch  will  p reven t  the PP R record f r o m  being de le ted .
3. Dociment numbers are not required in the

provisioning process. As a result, the document numbers on

the drawdow n requisitions ha~-e nothing to match w i t h  on the S

PPR records . There fo re , these P P R ’ s mus t be perio d ically
reviewed and removed m a n u a l l y .

4. A requisition submitted by a customer which should

have  r e fe renced  the  PP R record bu t  did not will use mater ia l  S

designated for recurring demands or cause a bacs order rather S
than reduc ing  the PPR quantity.

5. Some in ternal ly  f u n d e d  and genera ted  P P R ’ s are
protected frcm issue only at 52CC and not at the stock

points. This may allow an insufficient quantity to oe

avai lable  w i t h i n  the  system to sa t is fy  the  requirement.
6. PPR’s may be established but may never get the

fun ding to allow stocking the material. CPRs generated
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exte rna l  to SPCC wil l  be deleted d u r i n g  the  c o n f i r m a t i o n
p :ocess. In t e rna l  PPRs  wil l  face ul anage luent  decisions as to
whether they shoul d be deleted or not.

7. Stockpoint  reservat ion direct ives  m a y  not be issued
in t ime to prevent  ma t e r i a l  f r o m  be ing  issued to the  wrong
cus tomer .  Long p rocurement  lead t ime  mate r ial  issued
incorrectly may cause significant program delays and/or

creat e costly l i t igation proceedings.
8. High priority/ Casualty Report (CASREPT)

requis i t ions  m ay overr ide  a PP R r e q u i r e m e n t  and  cause
schedule  delays and l i t igat ion proceedings  in the  same
manner  as n u mb e r  (7) above.  [8 ]

Althou gh not a part of the PPR program , th e Numeric
stockage Objec t ive  (NSO) can be appl ied as a stocking
a u t h o r i t y  waich also is not based on d e m a n d .  A brief
introduction to this relatively new concept in protecting

mater ia l  seems r e l evan t  at this  point , p a r t i c u l a r l y  in
comparison w~ith P P R ’ s.

Numeric Stockage Objective items normally ar e
of two t y p e s ;  i n su rance  i tems and ma t e r i a l

S pos 1tione~ in advance of demand. Insurance
~tems include those items which should be
obtain ~ d as a s a f e ty  reserve either because
of their  e f fec t  on health and mora l e  or of
their military essentiality. Except in
isolated places, insurance items are not
items which are readily available in the
s u p p l y  system.  Good examples  of the  second
t y p e  of NSO i tems a r e  those appear ing  on an
all9wance list. This material is u s u a l l y
positioned to support specific e q u i p m e n t s  in
advance  of exper ienc ing  d e m a n d .  T h e
requirement is val idated f r e q u e n t l y ,  and when
sufficient demand has been experienced the
mater ia l  is recatego;ized as deman d based.
A f t e r  a reasonable  period , if t h e r e  has b~~en
no demand , the stock is reviewed to aet e r in ine
if th ere is a continuing requirement. [11]

An N SO d i f f e r s  f rom a PPR in a n u m b e r  of ways .  An NSO
is designed to protect a minimum reorder level from the
exponential smoot hing method of forecasting when a minimum

requisition quantity mus t be availab le for practical
application . It is also designed to prov ide  t e m p o r a r y
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protect ion to a q u a n t i t y  of  s tock until a sufficient deman d 
S

pa t t e rn  is established to j u s t i f y  a con t inued  stocking
level, wh ereas a PPE recor d is established for a one time
use by a specif ic cus tomer  or to build a relatively

p e r m a n e n t  level of stock pr otection above  w h a t  can ne
j u s t i f i e d  by r ecur r ing  d e m a n d .  Minor  d i f f e r e n c e s  inc lude
the basic reasons for es tabl ishing the protection and the

fac t that the PPR file is maintained separately from the !IDF
while NSO’S are lodged directly on the MD?. This latter

difference makes the NSO a continual part of the item record

on the MD? while PPR f i le  u p d a t e s  must  awa i t  the  periodic
update of the Data Element Number (DEN) in the NDF in order

to record changes in that  f i le.  NSO ’s are also not  sub jec t
to any sys temat ic  revie w process such as the PPR periodic
review , and are f u n d e d  i n t e r n a l l y  a t  SPC C as peace t ime
requirements , whereas a PPR may be funded frcio any numter of
sources.

~~~. REPA IRABLES MANAGE MENT

1. L~k~1 ~~~~~~~~~~~~~~~~ flAfl~~9~~!~~ILt

Mana gem en t of NA V ELE X material is divi ded am ong
various inv entory mana gers such that each man ager has
cognizance over approximately 100 items. As his main

managemen t tool, the IN utilizes the RACC/ATS program to

ensure asset av ailability for planned requirements .

Materia l to meet these requirements comes f rc m p rocuremen t,

repair  of N o t — R e a d y — F o r — I s s u e  (N R F I )  mater ia l , or assets
available due to program sl ippages .

The data analysis results (see below in the section

titled “Transaction Analysis of NAVELEX Items”) imply that

un planned deman ds represent a significaat amount of

NA VELEX’ s overall business; howe ver , these types of

requirements appear to be managed strictly on a manual
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basis. P r o c u r e m e n t  f u n d s  a re  n o t  a u t h o r i z e d  fo r  m a t e r i a l  to
meet these unplanned demands and , accor d ingly, these

requirement s must be filled from mat erial obtained through

the repair cycle, diverting assets reserved for future

p lanned re quirements, or from assets made available through
such pro y rams as “Strip Ship ”.

Currently the inventory manager is required to

submit annually a two—year budget projection of funds

requi red to support the repair of NRFI material. These

estimates have been significantly understated and ,
accor dingly, NAVELEX ’s Opera tions and Maintenanc e Navy
(O& N N) repai rables  account has and still is expe r i enc ing
significant funding shortfalls.

2. ~~ ~~~~~
The main emph asis of repairables management at SPCC

has taken place during the last five years when it beca~ze
evident that improved repairables management was necessary

to maximize material readiness within constrained reso urces.

Fur ther, considering that repairab le items represen t dO
percent of the total ICP business, wore attention was , and

continues to be necessary to ensure effective utiliz atiion

of these inventory resources [12].

Histcrically , the Improved Repairables Asset

Management (IRAN) program was developed as SPCC ’s first step
towards improved repairables management and enabled a

strictet mcnitoring of repairable items at the

organizational and depot repair levels. In order to

im plement the general goals of IRAN , SPCC designe d a more
detailed opera t ional  p r o g r a m  designated the Fleet

Intensified Repairables Management (FIRM) program which

conforms to the o bjectives of IRA N . The goals of the FIRM

prog ram are:

1. Maxim ize return of NRFI
( N o t — R e a d y — F o r — I s s u e )  carcasses to the  s u p p l y
system .
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2. Minimize repair in—process time at
designated overhaul points .

3. Expedite handling and m o v e m e n t  of all
F IRM assets, both EFI and NRFI at all times.
4. Exercise positive issue con trol over all
FIR M assets to ensure issue of material for
only bon afide requirements (13].

The IRAN and FIRM programs are very much in use today.

SPCC currently manages approximately 2,000 of their 12,000

L4G COG items as FIRM [13]. These 4G COG items and other

re pairab le ma terial manage d by SPCC also has the benef it of
the various Uniform Inventory Control Point programs (UICP)
which are designed to supp ort equipments by forecas ting
future demand requirements based on past demand histcry.

52CC satisfies these requirements through a stratificatio n

program [ 10 ] which design ates the sou rce for a par ticular
replacement component from either the repair cycle or

through procurement . The inventory manager ’s manua l on
“Repairables” contains a more in—depth analysis on specific

UICP repairatles pro grams [14].

Discussions held dur ing  visits at SPCC also po in ted  out
tha t  because of t h e  improved  credibili ty created as a result
of management innovations in the repairables area , recent
budget  decisions by the f u n d i n g  cha in  have a t  least
temporar i ly  corrected the past problems  of a nd e r f u n d i n g  in
the 4G cognizance O& M N r epa i r  f u n d i n g  a rea .

C. 32CC DISPOSAL P ROCEDURES

One concern expresse d by NA VELEX about transferring
control of the i n v e n t o r y  m a n a g e m e n t  fu nc ti cn  to SP CC is that
the  ma te r i a l  way not  experience enough  d e m a n d  to j u s t i f y
retention during the computer screening process. The

concern reflects a fear tha t ma ter ial whic h may h a v e  a valid
fu ture requiremen t will be disposed or. Required material ,

for th e mos t par t, is protected through the numerous
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screening steps w h ich an item must pass in order to be come a
disposal candidate.

The d isposal p roc ess actually begins during the
s e m i — a n n u a l  S t ra t i f ica t ion  w h e n  t he  p ro jec ted  budget
requirements identif y potential excess quantities of

material. Potential excess is that quantity of assets

greater than the Re tention L imit wh ich consists of the
Approved Acquisition Objec t ive  (AA O) , the  Approved  Force
Retention Stock (AFRS), the Economic Retention Stock (ERS) ,

and the Contingency Retention Stock (CRS) . The AAO is the
level of stock determined by the demand for the item. The

AFRS consists of all categories of war reserve stock for

mobilization. ERS is that quantity of stock which is more

economical  to retain than  to dispose of , and CRS is
insurance  stock which cannot be j us t i f ied  by a specific
requirement or whic h does not have a p redictab le demand
pat te rn .  Mater ia l  required by older shi ps/ a i rcraf t  or which
supports out—cf— prod uction equipment are examples of this

type [15]. Screens within these categories and numerous

others have teen enter ed into the disposal routine in or der
to avoid disposing of ma terial which retains some
probabi l i ty  of being utilized in ‘the future . One such

screen includes a rev iew of possibl e excess assets w i t h i n  a
fami ly  of i t ems  in addition to looking at i nd iv idua l  items.

Even if an i tem fails protection a f t e r  all the  screens
and a q u a n t i t y  is iden ti f ied for  poten tial disposal action ,
a manua l  r ev iew is still necessary fo r  m a n y  i t ems .  The 2Z
COG i tems which  t r a n s f e r  f rom NA VELEX to SPCC no rma l ly
become 4G COG and cont inue  to be A p p r o p r i a t i o n s  Purchase
Account (A P A)  i t ems .  APA i tems i d e n t i f i e d  as disposal
candidates must be screened manua l ly  by tne responsible
engin eering activity for the item. In this case the 4G cog

electronics material engineering activity is NAVELEX , and
all APA excess and deletion candidates are approved for

disposal by N A V E L E X  prior to SPCC t ak ing  act ion.  T h e r e f o r e ,
unless the  mater ia l is t r a n s f e r r e d  to lii cog ( n o n — A P A )  ,
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NAVELEX will hav e the final say in any computer generated

disposal reccmmendatio ns.

D. TRANSACTION ANALYSIS OF NAVELE X ITEMS

The CENILE tap e contains deman d da ta covering the period

1968 throug h 1977. The per iod 1975 through 1977 was

selected for the analysis in order to concentrate on ttie

most current data and to avoid earlier errors in the data

base which were correctei during 1974.

The tab leaus which were  descri bed in the plan of
analysis sec tion provided a foundation for alterna tive
methods of data display and analysis .  A total of 960 of

these tabl eaus w e r e  genera ted , represen t ing  those  stock
numbers which ex perienced a t least one transaction since
1968. Tableaus wer e not genera ted for inac tive items since
such items do not- appear on the CENILE tape.

The 9ó0 stock numbers experienced a total of 27,008

t ransactions for the  three  year  period. These  transactions
were  f u r t h e r  ident i f ied by corresponding year , n a m e l y ,
10 , 930 in 1975 , 9, 614 in 1976 , and 6 ,465 in 1977. Table 1
in Appendix H (Frequency Distribution Tables) provides a

break down of  the n u m b e r  of stock n u m b e r s  exper ienc ing  a
given n umber of transactions during the 1975 to 1977 time

period.  For example , 144 stock n u m b e r s  exper ienced no
business , wtt ile one stock n u m b e r  exper ienced 690
transac tions dur ing  the  t h r e e  years.

Another way of exhibiting the total business activity

experience by NAVELE X is repres ented in Graph 1 of Appendix

I (Cenile Record Maldistribution Curve) . This graph is a

curve  which plots the cumula t iv e percent  of business  against
the cumulative percent of stock numbers responsible for that

business. For example , 20.6 percent of the active NAVELEX

managed i t ems  ac counted for  88.5 percent  of the  total
t ransac t ions  e per ienced d u r i n g  the three year period. This
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23 .6 percent  f i g u r e  resul ted fr o m  a selection of those  items
with a total business frequency of 20 or more transactions.

The maldistribution curve also illustrates that those items

wit h one or less transact ions represent 36 percent of tne

stock numbers and only one percent of the total business.

Tables 2,3, and 4 of A ppendix H presen t the total

frequency distributions of P22. business, unplanned business,
and CASREPT business, respectively. The fo rmat  is the  same
as that  presented in Table 1.

Tables 5 ,6 , and 7 of A p p e n d i x  H also use the same format
as that used in Table 1. These tables , however , concen t ra te
on the  198 stock numbers which represent 20.6 percent cf the
total active items and 88.5 percent of the business as

illustrated in Graph 1 of Appendix H. Table 6 illustrates

the unplanned business with a frequency of 20 or greater.

Table 5 presents the PPR business of the same stock numbers,

but one particul ar point stands out: 59 of the 198 stock

num bers experienced no PPR transactions. Table 7 further

summarizes these 59 stock number s by displaying the

frequency d istribution of num ber of unplanne d transac tions
and the number  of stock numbers  which exper ienced that
num ber of transactions .
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VI . DISCUSSION AND CONCLUSIONS

A. PLANNED REQUIREMENTS AND BUDGETING

It shoul d be evident from the results section above,

present ing i n f o r m a t i o n  on the PP R f i l e, that SPCC has a

satisfactorily designed program to han dle planned

requirements. This 222. program is designed to accomodate
the  planned program type  of item which is c u r r e n t l y  being
procured for N A V E L E X  managemen t .

N AVELEX should utilize the “Deferre d Requisition ”
procedure in order to reduce the  wor kload and management
a t ten t ion ncrm al ly  required wi th  the s tandard 222. input
routine.

A ma jor benefit from using the 222. program is that the

curren t problem of defining the terms “end item”, “primary
item ” and “secondary item ” is avoided because the program

does not require differentiation between types of items.

The current NA VELEX budget process for 2Z items
complem ents the utilization of PPR’s as a managemen t tool.

A P—i budget  lin e it em f o r  N A V E L E X  can contain i t ems  which
are supported by more than one sponsor. In contrast, SPCC

submits budget requirements for 4G items to cnly one sponsor
with NAVELEX providing justification. Due to the

complexities associated with obtaining item funding for

prog ra m re~ ui rem en ts, program managers at NAVEL EX should

continue to develop budget submissions in the same manner as
is being per forme d currently and then provide requirem ents
funding to SPCC utilizing the PPR program procedures for all.

program material transferred to SPCC management.
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B. REPA IRABLES

wh en consider ing the pros and cons associated wi th
ma naging mater ia l  at t he  H a r d w a r e  Systems Command  versus tne
Inventory Ccntroi Point, Repairables  managem ent  a t  the ICP
should be considered as a positive b e n e f i t .  P r o g r am s  at
52CC are adequat ely designed to support items of the  type
curren tly managed by NAVELEX. These programs are supported

by the UICP forecast ing models and consequently would enable
the development of reasonable demand approximations for the

ma jority of item s experiencing unplanned demands. This

should result in a decrease in repair funding shortfalls and

consequen tly improv e material availability on those items

which migrate to SPCC management .

C. DISPOSAL PROCEDURES

N A VELEX is the r esponsible engineering activity for 4G
electronics material; therefore, it has the  f i na l  say in
confirai~ g or refuting any recommen dation made by SPCC for
disposal of an i t em.  Such recommendat ions  woul d only  be
made by  SPCC a f te r  an elabora te screening procedure
described in the results section above . Thus, NAVELEX would

not be required to enter t h e  process unt i l  many  other

screens had teen carried out .

0. DaTA ANALYSIS

The data analysis results lend support to the premise

that uSC ’s should manage minimal amounts of material. SPCC

inven tory management programs are designed to support the

bulk of ma terial. reviewed during the data analysis phase.

N AV ELEX is currently mana ging a significant amoun t of
material which is experiencing little or no demand.
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Analysis  of the CENILE t ape  revealed on ly  960 items that

experienced any demand d u r i n g  the last ten year s ou t  of a
total of 194 8 i tems managed by N A V E L E X  at the  end of i977.

Appendix G, Table 1 further illustrates that 144 of these

9ó0 items experi enced no activity in the last three years.

In addition , Appendix  I, Graph 1 shows t ha t  346 (36 percent)
of these 960 it em s experienced less than  two d e m a n d s  dur ing
the same period.

Items managed by NA VELEX which ex perience li ttle or no
activity should be seriously considered for withdrawal of

interest or t r ans f e r  to SPCC , unless they are new i tems and
have  not reached s tab i l i ty  in design. Tner e  are two p r imary
reasons for  t r a n s f e r r i n g  these items. F i rs t  of all , N A V S U P
retains the pr imary  responsibility as inventory manager of

Navy  suppl y material . secondly , th is  is an excel lent
opportunity for NAVELEX to remove  i tems f r c m  the  records
wnich are only retained as safety stock and move them to

SPCC m a n a g em e n t  wher e the only monitor ing necessary can be
accomplished by an automated rou t ine .  S trong emphasis
should be placed on disposing of as much of this ma te r i a l  as
possible in order to avoid tying up budget dollars at SPCC

and to avoi d i n c u r r i n g  o ther  costs suc h as w a r e h o u s i n g .
Many of the activ e items managed by NAVE LEX experienced

u n p l a n n e d  demands  as i l lus t ra ted  in Append ix  H , Table  3.
These items can be managed  more effectively under SPCC ’s

current UICP programs which hav e been designed spe cifically
for such business. Although CASREPT’ s represen t a small
portion of N A V E L E X ’ s total  business (as i l lus t ra ted in
Append ix  N , Table 4) , CASR EPT ’ s are unp lanned  demands  and ,
as such , they  should also receiv e the  bene f i t s  of the UICP
forecasting technigues. In addit ion , thes e i tems  can
continue to receive the necessary comman d attention by

N A V E L E X  t h rough  t he  CASREPT repor t ing procedures , even if
t r ans f e r r ed  to SPCC.
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E. RETENTION CRITERIA

1. 
~~~~~~~~~~~

One of the mos t subject ive prob lem a reas of stock
coordination is i d e n t i f y i n g  when  d imin i sh ing
engineering/technical control has reached the point whe re  an
SPCC i n v e n t o r y  manager  can assume p r i m a r y  m a n a g e m e n t
responsibility for the item. Two of the four justification

criteria for HSC inventory retention , Criteria Two and Three
(see pages 12 and  13) , use t e rmino logy  which  allows
ind iv idua l  j u dgem en ts to enter the  decision process when
assigning th e criter ia . All the commands involved in stock

coordination are aware of the benefits to te der ived f rom
q u a n t i f y i n g  these criteria, but of the many individuals
contacted , cne unde r ly ing  belief domina ted :  Eng inee r ing
instabili ty which is designated as being “highly subject to

design change ” and subject to “a high degree of eng inee r ing
judgemen t ... concerning design or relationships to a
sys tem ” is open to in terpre ta t ion  by whome ve r wants  to
defiti e the te rms and for w h a t e v e r  purpose  t h e y  desire.

At t empt s  have been made in the past to q u a n t i f y

“eng ineer ing  s taDili ty . ” One such a t t e m p t  by  N A V S U P
suggested cr i ter ia  which mi ght q u a n t i f y  ins tab i l i ty  such as
the existence of outstanding Engineering Change Proposals

(ECP ’ s) , w h e t h e r  any  problem s were encounte red  d u r i n g  the
last procurement , whether  all mi li t a ry  spec i f i ca t ions  are
available , or whet her any ma jor design changes  are in
development.

One of the reasons w h y  N A V S U P ’ s e f f o r t  was
relatively unsuccessful is that problems exist even within

the  def in i t ions  of these ind icators. For example , the
s ta tus  of an ECP for  any given i tem is not easily vis ib le  as
it is processed through the NAVELEX organization . The

s ign i f icance  of t he  change created by an ECP also requires a
c o n f i g u r a t i o n  control  decision which  may be subjec t  itself
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to a certai n amoun t of i nd iv idua l  j u d g e m e n t .  I d e n t i f y i n g
problems encountered  d u r i n g  the last p r o c u r e m e n t  is
lia ewise , no t  nec essarily a usable i nd ica to r .  In many
instances  the  in itial buy of material for a project is for

large quantities to cover all know n future planned

requirements. By the t ime unplanned  demands, cr ea te fur ther
requ i rements  above the  in i t ia l  purchas e q u a n t i t y ,  tne
equipment s peci f ications may have changed c o n s i d e r a b l y .  The
availability of military specif ications is susceptible to

similar problems since thes e equipment changes and
alteraticns occur constantly. The paperwork process of

maintaining c urrent specifications will of ten lag behind the
changes. finally, using the existence of a major design

change as the criterion for retaining an item at the HSC

presents a different kind of problem. t1any new types of

e q u i p m e n t  are always in t h e  research and deve lopment  stages
and are designed to replace or m o d i f y  ex is t ing  e q u i p m e nts.
This is a continual process, so to use this  as a c r i te r ion
wcul d q u a l i f y  most exist ing equipments  f o r  r e t en t ion .

C on f i g u r a t i o n  con t rol is the term use d for
moni tor ing  and controlling design changes and new equipment

developments .  At some point the  ma rg ina l  u t i l i t y  of an
equipment  a l tera t ion or replacement  will be less than  the
cost of that  change.  The cur ren t  cu to f f  point and current
configuration control practices may be one area of

invest igat ion for  possibl e deve lopment  of a qu a n t i f i a b l e
eng ineer ing  stability criterion.

Before  a new i tem can be in t roduced  for f leet  use ,
it must pass certain standard testing procedures such as an

opera tional specification test, first ar ticle tes t, or a
pre—product ion  test. Successful complet ion of one or all of
these tests may be one indicator of engineering stability.

NAVELEX mon itors fleet support and receives

indica tors of po tential or actual prob lems with elec tronic
systems th rough  many repor ts  recei v ed at headqua r t e r s .
These repo rts relate to fleet CASREPT ’s, main ten ance, and
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other  areas , any of  which may be use d as possible indicators
cf eng inee r ing  ins tab i l i ty .

In addi t ion  to those ment ioned above , t h e r e  are
other indicators  of des ign ins tabi l i ty .  On€ such indicator
relates to the  amoun t  of invo lvement  r e qu i r e d  by a Field
da in tenance  Agent  (FM A) w i t h  a part icula r equ ipmen t .  F MA ’s
are NAVELEX field activities responsible for providing

maintenance and supply support d irec tly to the operating
forces by providing technical and manager ia l  assistance on
those equ ipmen t s directed by  N A V E L E X .  The var ious func t i ons
p e r f o r m e d  by an FM A can by b roken  down in to  six categories:

1. ~aintenance manageme nt.

2. Systems pe r fo rmance  eva lua t ion .
3. Mainte nance documentation support.

4. Configurat ion management.

5. Depot level repa ir support .
6. Technical assistance.[16][17)

Perhaps education of the engineers as to the

problems of managi ng inventor ies  once an i t em is in t roduced
to the f lee t  and the capabilit ies that SPCC has available,
would make considerable progress toward s clarifying the

trade—off between design instability and the problems faced

by NAVELEX in managing inventories.

2. ~~~~~~~~~

One subjec t area which has not been used in t he  past
as a criterion for identifying items as candidates for the

transfer of the inventor y management function is how that

item relates to other items in terms of substitutability or

interchangeability. A “family ” of related items is defined

by SPCC as a collection “of items that share common

applications in higher assem blies, end items, or weapons
sys tems “[ 18]. “Common application ” is used to mean that

the items may be substituted for one another in some degree.

The primary benefit to be derived t:om managing an
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i n v e n t o r y  un ier the  “ f a m i l y ” concept is the  consol idat ion of
inventory managemen t func tions and the e l imina t ion  of
du plication. This, it should b e noted , is also the purpose
of stock coordination , but  there is no cur ren t  record or
fi le which cross refer ences the  fami ly  r e la t ionsh ip  of a
NAV ELEX 2Z ccgri izance item to an SPCC 4G or other  cognizance
i tem.  Except for  coding established wi th in  ind iv idua l
commands , this condition exists for all N a v y  m a n a g e d  i tems.

52CC is curren tly manag ing families of item s under
what is called an “a l te rna te  N u N ” rela t ionsnip.  A N u N  is
a National Item Identification Number (NIIN) used in

identifying items in the National supply system. The key to
f a m i l y  ass ignments  is the  iden t i f i ca t ion  of f a m i l y
relationships.Once the relationships are identified , the

proper code can be entered on the MD? by qua l i f i ed  technical
personnel .  In order to give an apprecia t ion fo r  the
d i f f e r en t  relat ion ships, the  coding scheme is provided in
A ppendix J.

Other criteria have also been added to the family

selection prccess at SPCC. For example, mem bers of a family
must also be either all repairab le or all consuma ble and
must have the same unit of issue and item manager .

Additionally,

for prog ram— related application s all members
of a family must be progçam—;ela~ ed and , for
nom—prog~ aw—related applications, all mem bers
of a f ami ly  must be n o n —p r o g r am — r e l a t e d . ( 1 7 ]

Once a f ami ly  of i tems is established and possibly
subdivided into groups , the items are collected in a manner

which allows consolidation of dema nd forecasts which leads

to economic reorder levels and order quantities. It also

allows consolidat ion of assets and requirements during the

pro cess es of SDR , Rep airables  rout ines, St ra t i f icat ion , and
Disposal.

Management of different items within the same family by
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bot h N A V E L ~~X and SPCC resul t s  in problems  because demands
recorded at either NAVELEX or SPCC are not interfaced with

the other  member s  of the f a m i l y  at the  other  a c t i v i t y .  For
example , most requests fo r  2Z cog N A V E L E X  m a t e r i a l  are
t ransmit ted  via SPCC , but t h e  requ isition is not r e v i e w e d  or
uti l ized in any manner  by  SPCC du r ing  the t r a n s m i t t a l
process . Tnis problem is being reviewed at the  DOD level ,
but as the  system cur ren t ly  exists, m a n y  dol lars  are
un do ub ted ly  wasted in buy ing  or repairing mater ia l  a t  ei ther
52CC or NAVEL E X when  t he  other activity has stock of a
subs t i tu tan le  i tem r ead y for  issue. The  possible excess
q u a n t i t i e s  resul t ing  from this dup l i ca t ion  may also be
causing ex t ra  warehousing costs or other  holding costs.

The complexi t ies  involved in m a n a g i n g  and mon i to r ing
the in te rchangeab i l i ty  and  subs t i tu tab i l i ty  of p r i m a r y
e qu i p m e n t s is magn i f i ed  m a n y  t imes in t r ack ing  the componen t
parts of t he  pr imar y equ ipments .  Modif ica t ions, redesigns,
replacement s, or other  such changes to the p r imary  i tem may
cause any number of changes in the su pport  r equ i r emen t s  for
the existing components. For example, a sys tem wide primar y
eg: ’ipnlent modi f ication may increase requ i remen t s  fc r  one
co~~~~ en t and possibly delete all requirements for another.

Prim~~~ equipmen t modifications are quite likely to alter

the mix of component support required . Increases or :1

decreas es in the num bers of primary equipm ents in use in the
Navy can also significantly affect the demand patterns for

the repair parts support related to these items.

it is obvious tha t  the optima l s i tua t ion  would h a v e  all
items ox a f a m i l y  managed by the same I~~. H o w e v e r , the
question of hh en to tr ansfer  an item wh ich  i~ still subject
to some degree  of eng ineer ing  control r e m a i n s  as a h u r d l e  to
keeping all members of a family within the same command.

M any t imes it is d i f f i c u l t  to i d e n t i f y  when t echn ica l
control should stop and s t a n d a r d  i nven to ry  procedures should
take over.

The p r i m a r y  problem associa ted wi th  i n v e n t o r y
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management hy families is in initially identifying the item

with  a par t icu la r  fami ly .  C u r r e n t l y  no s ingle source  of
reference exists within the Department of Defense or , as
mentioned previously, even within the Navy,  w hich lists all
items in accordance wit h f ami ly  re la t ion ships. H o w e v e r , a
majo r  unde r t ak ing  has been initiated in t h i s  area.

In two m e m o r a n d u m s  dated 19 May and 5 October 1976 the
Assis tant  Secre ta ry  of Defense  for  Ins ta l l a t ions  and
Logistics(ASDI&L) direct ed the Joint Logistics

Comra and ers ( JLC ) to task the  Joint Policy C o o r d i n a t i n g  Group
fo r  Defense  In tegr ated Mater ia l  M a n a g e m e n t ( J P C G / D I Z ~M) to
develop procedures which wi l l  provide the  capabi l i ty  of
consolidating Interchangea ble and S u b s t i t u t a b l e  (I&S)
mater ia l  data for all DOD i t ems , wi th  par t icular  emphasis  on

“non consuuiables . ” As a res u lt of th i s  direct ion, an
In t e r changeab l e  and Subs t i t u t ab le  Ite m S u b g ro up ( I S I S )  has
been forme d whose purpose is to “Identify procedures and
additional systems capabili ties re quired to insure an
adequate , uniform , Interchangeable and Substitutable (I&S)

Item System in the DOD to accommodate interservice exchange

and establish a single mana ger for eac h I&S family ”[19]. A

successful effort in this area could provide significant

improvem ent over current methods of substitutability

screenin g such as the SCA T coding used at NAVELEX .

In the near f u t u r e  at least , w h e n e v e r  a n e w  i tem or
modification of an existing item is developed and introduced

by NAVELEX for use by Navy customers, it is impera tive that
the IN at SPCC res ponsib le for the related family be ma de
aware of the new item ’s availa bility. Alsc very important

to that ILl is how the new item relates to the other items in

the family.

If the  item is accepted t h r o u g h o u t  the  Navy  wit h few
engineering probl ems and is being substituted for items

managed at SPCC, the new item can affect demand patterns,

repair and buy quantities , quan tities turned— in for exchange

of the new item, and potential disposal quantities. If the
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new item is superior to the older equipment and b ecomes the

“preferred” item, it can significa ntly af fect all the
i nven to ry  character is t ics  of the older i t e m ( s ) , specifical ly
craating long supply of lesser desireables. Therefore, as

soon as is possible, the item should be migrated to SPCC.

T he end result should b e an effec tive, efficient , and

economical inventory manageme nt proce dur e since inventory
management of all items within the same family/group at one

comman d significantly reduces the possibility of duplicated
efforts and wasted resources.

~~. GENERAL DISCUSSION

The ini tial goal of this thesis wa s to develop a set of
criteria or guidelines to assist NAVELE X in ident ifying
candidates for transfer from NAVELEX management to SPCC

mana gement. Although research did not reach this goal, what

is provide d is the first phase toward this accomplishment.

Sufficient groundw ork has been established from the findings

to allow a continued and expanded search for the identifying

criteria.

Irrespec tive of the a bove , the p rocess of transferring

tne buli of the current NAVELLX inventory to 32CC inventory

management is well underway. The degree of success in

acco m plishi ng a smoo th transfer which includes ident ifying
when to transfer items, continuing the process, improving
communica t ion  between commands , and avo id ing  the  c rea t ion  of
larger problems which might be caused by the  t r a n s f e r , will
be wa tched very  closel y by N A V S U P  and N A V M A T .

A successful bulk transfer by NAVELEX will not only

satisry the requirements of the existing NAY NAT directives,

but  it may also suggest guidel ines f o r  perhaps  even larger
t r a n s f e r s  f r o m  the  other HSC ’ s to the  ICP ’ s. I f  any
inventory managemen t problems arise from the transfer and

are solved jo in t ly  between N A V E L E X  and SP CC , the poss ib i l i ty
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exists for  major  changes in Navy  Stock Coord ina t ion  pol icy.
In fac t , N A V M A T  is cu r r en t l y  deve lop ing  a n e w  set of
re ten t ion  cr i ter ia  for the  USC ’ s and is reques t ing
intorma tion from current stock migration participants.

Caution is still an important wa tchwor d in app ro aching a
mew stock coordinat ion pol icy,  p a r t i c u l a r l y  wi th  respect to
transferring a s i g n i f i c a n t  nu mber  of i tems at one t ime.
I tems wnich have had special proced ures es tabl ished for
manag ing  m e n  because of m a n u a l  processing must  be collected
and reviewed for possi bl e cancellat ion of the procedures  or
continuation in some form. The review will be complicated

in propor t ion  to t h e  number  of people who h a v e  been invo lved
in mana ging the item throughout the NAV ELEX organization .

All possible contingencies should be given consideration .

There were no significant historical or procedural

findings to indicate that a major transfer such as the one

in process at NAVELEX should fa il. This is not to say that

the unexpected will not cause extraordinary problems.

Communication problems exist within and between commands .

Some people are concerned about  the supply system being

unrespons ive  to the  project  managers .  Othei. s are worr ied
about  losin g thei r  jobs , p a r t i c u l a r l y  the N A V E L E X  I N ’ s who
are faced with a possib le mas sive stock transfer which not
only woul d remove the items for whic h they are responsible

but would  also cause them to f i l l  out  the m a n y  stock
transfer forms themselves.
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V II. 
~~~fl2i~

In con junc t ion  wi th  the  cur ren t  N a v a l  Electronic Sys tems
Comma nd ef for t to transfer as man y items under their
management as possible to the Ships Parts Control Center ,

Mechanicsburg, Pennsy svania, the foll ow ing recom men dat ions
are ma de:

1. Items managed by the Naval Electronic Systems Command

which experience little or no activity should be withdrawn

from interest or transferred to the Ships Parts Ccntrol

Center unless they are new items and have not reached
stability in design.

2. Iteas managed by the Naval Electronic Systems

Command wnich experi ence unp lanned demands should be

transferred to Ships Parts Control Center management as soon

as feasicle in order to take economic advantage of existing

Repai rab le  manage m en t programs.
3. Any i tem unde r Naval Electronic Systems Command

m a n a g e m e n t  which can be iden t i f i ed  as a nea r ly  stable member
of a f a m i l y/ g r o u p  of items which are managed  at the  Shi ps
Parts  Cont ro l  Center (SP CC) should be t r ans f e r r ed  to SPCC.

4. The Planned Progra m Requ i rem en t s  program at th e  Ships
Parts Control Cen te r  should be well unders tood by the Nava l
Elect ronic  Sy s tems  Com mand so that  the c o m m a n d  can m a k e  the
best possible u t i l i za t ion  of the p rog ram.

5. Budget  submissions and jus t i f i ca t ions  should  not
change.

6. The P lanned  Program Requiremen ts program and data
file of the Ships Part Control Center should be used to
trigger the forwar ding of funding for program items from t~e

Naval Electronic Systems Comma nd to the Ships Parts Control

Center.

7. The ~aips Parts Control Center should use the demand
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dat a avai lable  on the Consolidated End it em  L?dger ( C E N I L E )
as a source of demand da ta  his tory in forecas t ing  f u t u r e
demand of i tems t r ans fe r red  f rom Nava l Electronic  Systems
Command m a n a g e m e n t .  Such  i n f o r m a t i o n  shoul d not be
requested f r c m  the t r a n s f e r r i n g  command at the t i m e  of
t ransfer .

8. High prio ri ty requisit io ns should not over r ide
Planned Program Requiremen ts unless it has been a pprove d by
the responsible engineering command. This will eliminate

unau tho r i zea  use of resources by ineligible customers .
9. Further  research in the area of establ ishing

criteria f or  tra nsfer r ing  mater ia l  f r o m  a H a r d w a r e  Systems
Command to an Inventory Control Point should be conducted

using th i s  thesis as the  groundwor k fo r  such a s tudy.
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AP P E N D I X  A

INITIAL STOC K COORDINATION PRINCIPLES A~D POLICIES

1. An inven tory  manager  can by responsive to more t han  one
technical bureau.

2. When inventor y control fo r  an  e q u i p m e n t  is vested in a
supply d eman d control point, the inventcry control of the
supporting peculiar repair parts will be ves ted in the same
supply demand control point.

3. Supply managemen t  of each l ine item or group of s imi lar
i tems will be exercised by a single i n v e n t cry  control  point
to the maximum practicable degree.

4. Supply  m a n a g e m e n t  responsibi l i ty  f o r  specific categories
of i tems will, to the m a x i m u m  degree prac t icable, be
consolidated in a single supply dema nd control point. In

ttiis connect ion , individua l i tems of a f u n c t i o n a l  type (such
as drills , scr ew driver s , and  wrenches)  or ind iv idua l  items
(such as n u t s , bolts, switches, resistors, capacitors,
washers , paints, and chemicals)  which  are not  keye d by
design or cther un ique  characteris t ic  to a specific
equ ipment  and which fal l  w i t h i n  or extend a range , group , or
category of i tems, normal ly  managed by a single supply
demand  ccntrol  point , will  be t r ans fe r r ed  or assigne d to
that  supply  demand control point i r respect ive of t h e  use or
applicat ion of t he  item as it relates to the several Navy
programs.

5. An identical item of material may, after proper review ,

be allocated to the supply management of t~ore than one
supply demand control point, provided it is demonstrated
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th a t  it wil l  a f f e c t  adverse ly  t h e  e f f i c i e n c y  of the  Navy
Supp ly  Systsem if allocated to a single supp ly deman d
control point .  A s ingle stock n u m b e r  will be used tc the

m a x i m u m  pract icable  degree t o  i d e n t i f y  each of t h e  items
duplicated.

6. Inven to ry  control of ma te r i a l  requi red  bj  the N a v y  will
be vested in supply  demand control poi nts as d i s t ingu i shed
from the  manag er s of the t echnical oureaus , subject to the
fo l lowing  exceptions:  equipments  or i tems which  by design ,
use, cost, or other unique fea tures, re quire d irec t con trol
by the technical bureau;  or technical bureaus m a y ,  as
appropriate , designate a s u p p l y  d e m a n d  control  poin t  as the
inventory manager for such equipment or item , retaining in
the bureau direct control of purchase, issue , or disposal of
i tems considered to require  such control .

7. If practicabl e, one supply  demand  control point  will
control mater ia l  fu rn i shed  by a given segment  of i n d u s t r y .
This is a qualified principle and is not susc e ptible to
comprehensive application. (6]
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A P P E N D I X  B

CURRENT STOCK COORDINATIO N PRINCIPL ES AND POL ICIES

1. An inventory man ager can be responsible tc more than  one
bureau , command , or o f f i c e .

2. The same inventory manage r  may manage  s imu l t aneous ly
certain i tems under  the Navy Stock Account and other items

under the Appropriatio n Purchases Acco unt.

3. Whe n inven tor y control f o r  an  equ ipment  is vested in a
Naval  Su p p l y  Systems C o m m a n d  invent or y ccn-trol point , the
inventory control of the supporting peculiar repair parts

will be vested in the same Naval  Supp ly  Systems Ccmm and
i n v e n t o r y  control point.

4. A Naval Supply Systems Com mand inventory control point

ma y ne assigned progra m support for an e q u i p m e n t  or suppl y
support for repair parts or both.

5. Naval programs and operating activities may be supported

by more than one Naval Supply Systems Ccmm and inventory

control pcint.

6. One Naval  Supply  Systems Comman d inv entory control point
m ay m a n a g e  both “ common ” and  “peculiar ” m a t e r i a l .

7. Material cognizance will not be transferred to a Naval

Snpply Systems Command inventory control point when an item

or groups of items have been identified for possible

w i t h d r a w a l  of user interest in the Defense  Logistics
Services Center records in accordance with the provisions of

t h e  Defense  In a c t i v e  I tem P r o g r a m .
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B. An i tem of supp ly  wi l l  not be stocKed in more t h a n  one
stores account.

9. Supply  m anagemen t of each line i tem or g roup  of s imilar
items wi l l  be exercised by a single i n v e n t o r y  control  point
to the maximum practicable degree.

10. Supply management responsibility for specific

categories or subcategories  of i tems wi l l , to the  m a x i m u m
degree pract icab le, be consolidated in a single N a v a l  Supply
Systems Command inventory control point. In this

connection, individual items of a functional ty pe (such as
drills, screwdrivers , and wrenc hes) or individual items
(such as nuts , bolts, switches, resistors, capacitors,
washers , pain ts , and chemicals)  whic~ are not keyed  by
design or cther un ique  characteristic to a specific
equ ipmen t  and which fa ll w i t h i n  or exten d a range, group, or
category of item s normal ly  managed by a single Naval Supply
Systems Comman d inventory  control  point , wi l l  be t r a n s f e r r e d
or assigned to that Na val Supply Systems Command inventory
control point irrespective of the use or appl icat ion of the
i tem as it relates to the several  Navy programs.

11. Each i tem of material , whether  f o r  m i l i t a r y  or
indus t r ia l  use w i t h i n  the N a v y  and regardless  of the  m a n n e r
of requis i t ion, will be under  the cognizance of o n l y  one
inven tory manager. All national stock n u m b e r e d  i t ems  used
by the  N a v y  wi l l  be considered as i tems of supply  and  will
be managed by a Naval Supply Systems Command inventory

control point unless otherwise excluded by the Chief of

N a v a l  i~at e r i al .

12. T r a n s f e r s  of mater ial  cognizance be tween  N a v a l  Supply
Systems Command invent ory control points may be accomplished

by m u t u a l  consent of t h e  losing and gaining i n v e n t o r y
control point and approval by the Nava l Supply Systems

C o m m a n d .
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13. T rans fe r  of items related to e q u i p m e n t s  and
sub assembij es  will not be approved , gene ra l ly ,  unless  the
reco mmen ded ga in ing  i n v e n t o r y  control  point  can be f u r n i s h e d
wi th  iden t i f i ca t ion  of end i tems wnich the  part supports and
other planning data necessary to assure continuity of

support.

14. The assignmen t of material cognizance normally includes

assignment of responsibilities and exercise of all phases of

supply management. Under certain circumstances, selected

supply m a n a g e m e n t  func t ions  may be delegated to N a v a l  Supply

Systems Command inventory control points for items retained

for  i n v e n t o r y  management  by a bureau , co mman d, or o f f i c e .

15. Reass ignment  of mat erial cogniza nce to Nava l  Supply
Systems Com aan d  inventor y control points mus t  be phased to
insur e a m i n i m u m  of d i s rupt icn  to supply support.

16. Cognizance  of ma jor i tems of e q u i p m e n t  is t r a n s fer a b l e
between the inventory  managers  of the b u r e a u s , c omm a n d s , or
offices.

17. I n v e n t o r y  coatrol of material re q uire d b y the Navy will
be vested in Naval Supply Systems Comma nd inventory ccntrol
points as distinguished from the inventory managers of the
bureaus , comman ds, or office s, subject to the following
exceptions: equipments or items which , by design, use, cost,
or other unique fea tur es, requir e direct control by the

bureau , comman d, or office; or bureau, c o m m a n d, or cffice
may, as appropriat e, designate a Naval Supply Systems
Ccmmand inventory control point as the inventory manager for

such equipment or item , retaining in the b ureau, command , or
off ice direc t control of purchase, issue, an d d isposal of
i tems considered to require such control .

18. A bureau , comman d, or office inventory manager may, as
ap propriate, designa te a Naval Supply System s Command
inventor y control point as the inventory manager of items
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excluded under  i tem 17 , r e t a i n i n g  in the  bu reau , c o m m a n d , or
of f f i c e  direct  con tr ol of purchase , issue, and  disposal of
i tems considered to require such control .

19. Naval  inven tory  m a n a g e m e n t  f u n c t i o n s  for  mate r ia l
obtained from another service either by item management

co d ing or b y ~filitary Interdepartmental Purchase Request

( M I P R )  wil l be the responsibil i ty of a N a v a l  Su p p l y  Systems
Command inventory  control point .

20. The t r a n s f e r  of s u pp ly managemen t  f unc t i ons  from a
bureau , command , or off ice  to a Na va l Supply  Sys tems Comman d
inventor y control point does not abrogate the sponsoring
command ’ s technical  i tem control  and N a v y  design control
agent  responsibil i t ies .

21. Opt imu m u t i l iza t ion will  be  made of mater ia l  in  all
segments of the mili tary su pply sys tem prior tc new
procurement .

22. When a program support Nava l Supply Systems Command

inven tory control point is obtaining supp ly support from
another  N a v a l  Supply  Systems command inventory control point

for  technical item s, the program suppor t  i n v e n t o r y  ccntrol
point wil l  provide to the supp ly supporting inventory
control point the technical information cove r ing  the
application of that item to the degree that such informa tion
is required . The supply suppor t ing  Nava l  S u p p l y  Sys t ems
Command inventory control point will insur e that this
technical information is utilized in suppl y determinations.

23. All requests for reverse migra t ion  t ransfers  f rom a
Nava l  Suppl y Systems C o m m a n d  i nven to ry  control  point  to a
bureau , command , or office for inventory management will ~e

forwarded to the Naval Supply Systems Command Headquarters

with supporting ration ale for resolution and approval.

24.Personnel transfers are not a prerequisite to the item

transfers under stock coordination actions; however , each
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case will be considered on its own mer i t s . I tems or
f u n c t i o n a l  t r a n s f e r s  w h i c h  a l ter  the  sccpe of m a n a g e m e n t
act ions of the  t r a n s f e r r i n g  organ izat icn  on a cont in uing
basis~ will  inc lude  provisions for  t r a n s f e r  of personne l  or
other resources equivalent  to the reduced m a n — h o u r s  of
e f f o r t  in the tr ansfer rin g o rgan i za t i c a . Resource
requ i r emen t s  of the  Naval Supp ly  Systems Command i n v e n t o r y
control points which are higher than those p reviously
pr ovided by the t r a n s f e r r i n g  activity will be incorporated
in a Program Change  Request  (2 CR) by the gaJ.n~.ng i n v e n t o r y
control point  for the earliest fiscal year  poss~ h le .Lo sing
and gaining inventor y manage r s  mus t  coordinatc  w i th  each
other  in support  of i tems or func t ions  being t r a n s f e r r e d .[6J
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APPENDIX C

CENILE RECORD LAYOUT

~~SCRI~~~ Q~
1—3 DOCUMENT IDENTIFIER

4—6 BLANK
7 MEDIAN/STATUS CODE

8—11 FEDERAL SUPPLY CLASS

12—20 NATIONAL ITEM IDENTIFICATION NUMBER

(Nu N)

2 1 — 2 2  SPECIAL MATERIAL I D E N T I F I C A T I O N  CODE
23—2 4 U N I T  OF ISSUE

~5 2 9  Q U A N T I T Y
30— 4 3 DOCU M ENT N U M B E R
44 SUFFIX CODE

45—50 SUPPLEMENTARY ADDR ESS

51 SIGNAL CODE

52—53 F U N D  CODE
54 DISTRIBUTION CODE

55—56 COGNIZANCE CODE

57— 59 PRCJECT CODE

6 0 — 6  1 P R I O R I T Y

62—6 4 R E Q U I R E D  DELIVE R Y DATE
65—66 ADVICE CODE

67 — 69 ACTIVITY ROUTING I N D I C A T O R
70 P U R P D S E  COD E
71 CONDITION CODE

72 M A N A G E M E N T  CODE

73—75 T R A N S ACTION DATE

76 M A T E R I A L  CONTROL CODE
77— 7 8  BLANK
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DATA E L E M E N T  DISC R IPT I ON
79—80 ACTIVITY SEQUENCE CODE

81—84 ERROR CODES

b5—88 BLANK

89—90 PROCESS YEAR

91—95 LOCAL R O U T I N G  CO DE

96 BLANK
97 — 105  O R I G I N A L  T R A N S a C T I O N  N u N
106— 115 R E P A I R A B L E  ITEM MODEL CO CE
116—1~40 EQU I P M E N T  N A I E
14 1 ITE i~1 M A N A G E M E N T  CODE
142 BLANK

14 3—145 RE CORD ESTA BLISH DAY
146—150 BLANK

The f o l l o w i n g  is an exampie  of an ent i re  record
contained on the  C E N I L E  tape .  Three lines were needed to
show it here.  E ach line contains 50 data e l emen t s ;  spaces
indicate that the particular data element was blank on this

record:

5865000 011582 EA00001N6279331521456 N00189

830 21EQ807200 NNZAA R166Z 73xB200

FC—3/WLA—3A 193
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APPENDIX D

CENILE RECORD SCREENING PROCECURE

In order to classify the  dem and data on the  C E N I L E  tape ,
tne fo l lowing  screen in g h i e r a r chy  was fo l lowed :

(1) All documents  c i t ing  DIC ’s 105 , A 4 R , ~ô , A E V , DAC ,
DAD , DGA , D Z A , D4 , D6 , D8 , and D9 were  purged f r o m  the
CENILE tape.

(2) Documents wi th  documen t iden t i f i e r s  of 100 were
matched  w i t h  either 101 or 102 documen t s  my ;u a n t i t y  and
requisiticn number. Matched documents were deleted. Those

DIC 100 document s wi th  q u a n t i t ies less t h a n  the 101 or 102
DIC documents were considered as partial canc ella tions and
were  ad jus t ed  accordingly.

(3) Documents with a DIC of AC were matched to either

AO , A3 , A4 , or A5 documen ts  by r equ i s i t ion  n u m b e r  w i th
matching documents deleted.

(4) All r e m a i n i n g  u n m a t c h e d  100 and AC documents  were
deleted .

(5) Using the sequence below, the first document

i den t i f i e r  encountered  for a given requis i t ion n u m b e r  was
retained delet ing all o thers  wi th  the  same requis i t ion
number : 102 , 101,A0 ,A3 ,A14 ,A5 ,and D7.

Those documen ts remaining were screen ed further to
classify t h e m  into the various types of d e m a n d .

(1) Documents  wer e divided up int o “ a f loa t ” or “ ashore”
by screening the service code fo r  “V ” or ‘fl ” , both of which
correspond to an afloat  requ i rement .  Ashore r equ i r em en t s
were de termined by fa i l ing  t his test . These ashore  items
were  f u r t h e r  broke n down into categories Cf u n p l a n n e d  and
PPR demands .
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(3) Casrepts  were  de ter ~uined by screen ing a f loa t
documen ts against the follow ing :

A. Documents  with “G” or “ W ” in the  f i r s t  posi t ion of
the  serial n u m b e r , or
B. Those documents  wi th  a project code of
706 ,707 ,756 ,757 , or XB 1 , or
C. Those aocuments  w i t h  a “K” in the  second pos i t ion  of
the p ro jec t  code and a “0” in the th i rd  posit ion.

(4) if the document was coded a f loa t  but was not a
CA SREPT or a p lanned  r equ i r emen t  then  i t  was considered
unplanne d afloat.
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A P P E N D I X  E

D E M A N D  T A B L E A U  S A M P L E S

Nu N: 001.341305 NOMENCLATURE: .MT—4667/U

1975 1976 1977

QT R L_L_ L~~~2_ L __~~~~~~~~__ L.~~~~
CASREPTS 0 0 0 0 2 0 0 0 0 0 0 0

UNPLANNED 0 1 4 0 1 2 2 1 4 2 1 0
(AFLOAT)

U:iPLANNED 8 39 32 3 6 12 5 7 3 1 1 0
()TIIER)

Pi~R 0 0 0 0 0 0 0 0 0 0 0 0
(AFLOAT)

1 179 114 108 10 63 0 0 11 7 1 2 1
(0TH ER )

TOTAL 9 219 150 111 19 77 7 8 ia 10 14 1
TOTAL BUSINESS 75,76,77= 643

NIIH:001395810 NOMENCLATURE: DT—526/Pd

1975 1976 1977

QTR 1 L ._L...JL. _....L__ 2 3 

~ASREPTS 0 0 0 0 0 0 1 1 0 2 2 0

U N P L A N N E D  1 9 22 4 17 20 34 12 25 24 25 0
(AFLOAT)

UNPLANNED 2 15 76 10 76 47 96 1 17 39 34 0
(OTHER)

PPR C 0 0 0 0 0 0 0 0 0 0 0
(AFLOAT)

~PR 0 1 0 0 0 6 2 0 5 0 3 0
(OTHER)

TOTAL 3 25 98 14 93 73 133 14 47 65 64 0

TOTAL BUSINESS 75,76,77 = 629
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N 1I~~: 004705364 N O i I E N C L A T U R E :  AS — 1777B/tJP X
1975 1976 1977

Q TR ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
CA SBE P TS 0 0 0 0 2 0 3 0 0 4 0 0
U N P L A N N E D  1 6 8 2 4 5 6 1 8 10 4 0
(AFLOAT )

U N P L A N N E D  30 45 20 9 10 25 13 2 43 5 5 0
(O THER)
PPR 0 0 0 0 0 0 0 0 0 0 0 0
(AFLOA T)
PPR 40 66 21 84 4 53 7 1 914 21 34 4
(OTHER)

TOTAL 71 117 49 95 20 83 29 4 135 40 443 4
TOTAL B U S I N E S S  75 ,76 ,77= 690

N IIN: 0096 ’4 9673 NO ME NCLATURE : CU — 937 / UR
1975 1976 1977

Q TR I L L_..J__L__L._ _~~__i 2_~~~~ _~~
CA SREPT S 7 8 14 4 19 9 18 9 21 10 7 0
U N P L A N N E D  19 19 34 2 32 34 71 9 5~ 23 24 0
(AFLOAT)

U N P L A N N E D  19 23 25 4 8 10 17 5 17 14 11 0
(OTHER)

Pk ’R 0 0 0 0 0 0 0 0 0 0 0 0
(AFLO AT)

Pt~R 0 0 12 8 10 7 0 0 i~ 0 9 0
(OTHER)
TOTAL 45 50 85 18 69 60 106 23 96 52 51 0

TOTAL BUS INESS  75,76 ,77 = 655
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A PPEN D IX F

G E N E R A L  FLOW CH A R T OF NAVY CU STOMER PPR WI TH R D D

PP R E SVA BL I SU MEN T

( STARr )
17

I I PPR{

YES RECORD ERRORS ?

NO

ENTRY 
~ NO J CENTRALLY STOCKED ?

CORRECTED

YES

YES

EDCAL
CORRECTION NO J RE PORTING STOCKPOINT
POSSIBLE? f — ENTR Y?

NO YES

RETU RN ~ YES f DUPLICATE RECORD ?
TO

CUSTOMER

NO

~1— ~~~ f MORE ThAN 9 YEARS
UNTIL ROD ?

NO

(
~1i

FIGU RE 1

69



T
YES f LESS ThAN 90 DAYS

UNTIL ROD?

NO

NO f P P R REQUEST
WITHIN PLT ?

YES

NO J SUFF ICIENT ASSETS
AVAI LABLE?

YES

PPR
ESTABLISHED

STOP

FIGURE 1 C CONTINUED
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PPR CHANGES BEFORE CONFIR M ATION

START

PPR
CH ANGE

REQUEST

3 PP R CONFIR M ED?

NO

REJECT & 
. r

NOTIFY NO RECORD MATCH?

CUSTOMER I
YES

QUANTITY ADJUSThEST
ACCEPT OR CHANGE INVOLVIN G

PROCESS 

NO 

OTHER THAN ROD ?

YES f REQUESTED RDD

NO 

WITHIN PLT HORIZON?

FIGURE 2
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PP R CONFIRMA TION PROCESS

START )~~~~~~

I I AT ROD MINU S PLT
CONF I RMATION 

~o I MINUS 30 DAYS :
REQUESTED ~~ CONFI RMATION

FROM I RECEIVED?
CUSTOMER I
I 

YES

AT RDD MINUS PLT : I PPR 1 r
CONFIRMATION YES NJ AC KNOWLEDGE D ) PPR CONSIDERED
RECEIVED? 

~~~~~~~~~~~~~~~ I ACCEPTED 
I FUNDED.

J

~NO

CANCEL I ~~D YES 
~~~~~~~~~~~~~~~~ 

[ ITEM FAMILY/GROU P

I I
ONLY J I CP :
ICP 

________ STOC K POINT
PROTECTION r PROTECTION j

~1 4
C~~o~~D

F I GU RE 3
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PPR CHANGES AFTER CONFIRMA TION

ROD 1 NO NO I
CONSTRICTION? ? —ç~ ~~~~~~~~~~~~~~~~~~~~~~ J QUANTITY CHANGE

J REQUEST?

YES Y ES

REJECT & I
NOT IFY YES 

~ QUANTITY INCREASE
CUSTOMER REQUEST?

NO

REGULAR FUNDS

YES OBLIGATED ViA
P ROCUREMENT
ACTION?

NO

DOLLAR VALUE OF
DECREASE UNECONOMICAL
TO PROCESS?

NO

DECREASED REQU I REMENT
YES CAUSES SYST EM ASSETS

TO EXCEED SYSTEM S
AVERAGE P ROCU REMENT
QUANTITY ?

ACCEPT
&

PROCESS

STOP

FI GUR E 4
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FPR RECORD TE R MINATION

START

ROD ORDER & SHIPPING TIME
MINUS HORIZON : NOR TR IGGERED

30 DAYS FOR REVIEW AND
POSSIBLE ASSET
REDISTRIBUTION .

AT ROD PLUS 31 DAYS:
HAS A REQUI SITION

YES MATCHI N G THE PP R BEE N
P ROCESSED TO CLEAR
TIlE RECORD?

NO

FIRST
CUSTOMER FOLLOW-UP
NOTIFIED. f

AT ROD PLU S 61 DAYS :
HAS A REQUISITION

YES HATCHING THE PPR BEEN
P ROCESSED TO CLEAR
THE RECORD ?

NO

SECOND
CUSTOMER & FOLLOW-UP
NAVSUP NOTIFIED . f

AT ROD PLUS 91 DAYS:
HAS A REQUISITION

YES MAICHING THE PPR BEEN
PROCESSED TO CLEAR
TUE RECORD ?

NO

PPR RECORD
AUTOMATIC

DEL I TION STOP

FIGURE 5
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APPENDIX G

GENERAL FLOW CHART OF INTERNALLY GENERATED PPR WITH BDD

PPR ESTABL I SHMENT

START

PPR
INPUT

ALL VALIDATION
ICP 

NO 
REQUIREM ENTS SATISFIE D?

CORRECTION CUSTOMER GENERATED eR R)
ERROR (SIMILAR TO NAV Y

ROUTINE
YES

PPR
ESTABLISHED

r SD R TEST *1:I TH E SAME MATERI AL
YES ISPOS AL I WAS DISPOSED OF

TEST WITHIN THE LAST
1180 DAYS?

NO

SDR TEST *2:
I PPR ESTABLISHED WITHIN

NO YES WITHINARSETS? PLT HOR IZON W ITH
PLT ? INSUFFICI ENT SYSTEM

ASSETS?
YES NO

SOB TEST *3:
SD R I PPR ESTABLISHED WITHIN

NO YES W I III T NTRIGGERED ASSETS? ORDER S SH IPPING TI M F
OST? 

WITH INSUFFICIENT
I SUPPORTING STOCKPO I NT

ASSETS?YES NO

BEGI NMANUAL AUTOMATED
CORRECTIVE STOP

PPRACTION ROU T I NE

FIGURE 6
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PPR RE CORD TF RMI NAT I ON

~~~~~~~~~RT D
_ _ _ _ _ _ _  17

MINUS PLY : REVIEWCORRECTI VE I [~~~~SDR 1~ v IEW DATE AT ROD

ACTION I I 
TRIGGERED FOR PO SSIBLE

PROCURE MENT
______________ ______________ INITIATION.

REQU I RED TO [MANDATORY i 45 DAYS: MATERIALI NORMALLY ROD MINUS

AVOID AUTOMATIC ACT ION PR OT ECTED AT

DELETION? 
DA L E SUPP OR T ING

STOC KPOINT.

IS ROD EXTENSION1 

~~~~~~ 

17

ARE ThE
SUPPORTING 

ORDER S SNIPPING

STOCE2OIUT _________ 

5DB TIME HORIZON :

ASSETS - 
TRIGGERED NORMALLY ROD MINUS

SUFFICIE NT? 
30 DAYS.

AT RDD PLUS 30 DAYS:
PPR RECORD HAS A REQU ISITION

I 
AUTOM ATIC 

________

I 
MATCHING THE PPR

DELETION BEEN PR OCESS ED TO
CLEAR THE RECO RD?

(~~~~TOP 

~
)

FIGURE 7
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A P P E N D I X  H

FREQUENCY DISTRIB UTION TABLES

TOTAL BUSIN ESS FREQUENCY D I S T R I B U T I O N

NUMBER OF NUMBER OF NUMBER OF NUMBER OF
TRANSACTIONS STOCK NUMBERS TRANSACTIONS STOCK NUMBERS

0 1414 55 3
1 202 56 1
2 89 57 2
3 66 58 1
‘4 37 59 1
5 32 61 1
6 26 62 1
7 29 64 1
8 17 65 2
9 15 66 2

10 14 70 1
11 13 71 1
12 14 72 1
13 7 73 1
14 8 77 2
15 8 79 1
16 9 80 1
17 14 81 2
18 10 85 1
19 8 94 5
20 5 96 1
21 9 100 2
22 10 lOS 1
23 3 108 1
24 ‘4 110 2
25 3 113 1
26 3 114 1
27 3 115 1
28 3 . 119 1
29 3 121 1 H
30 1 12 5 1
31 3 129 1
32 2 130 2
33 3 131 1
34 1 132 1
35 ‘4 133 1
36 2 135 1

S 

~7 14 139 1
38 2 153 1
‘40 ‘4 154 1
‘43 1 156 1
‘41 1 158 2
‘45 1 160 2
‘46 1 162 1
‘47 ‘4 166 1
‘48 3 174 1
‘49 ‘4 186 1
50 1 196 1
51 1 20 5  1
52 3 207 1
54 1 21 ? 1

TABLE 1
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NUMBER OF N U M B E R  or
TRANSACT Iu~)S STUC K N )J Mt3 L RS

217 1
219 1
2 2 0  1
221 1
228  1
234 1
736 1
24 0  1
249 1
257 1
260 1.
290 1
297 1
301 1
303 1
309 1
310 1
312 1
31S 1
323  1
326 1
34 4  1
34 7 1
36 0 1
362 1
366 1
‘401 1
4 12 1
42 5  1
‘4 ’4 6 1
‘44 8 1
11S8 . 1
‘472 1
548 1
629  1
64 3 1
65 5  1
690 1

TABLE 1 ( C O N T I N U E D )
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PPR BUSINESS FREQUENCY D I S T R t B U T I O N

NUMBER OF N UMBER OF NUMBER or N U M B E R  OF
TRANSACT IONS STOCK N U M B E R S  TRANSACTIONS STOCK NUMBERS

O 696 101 1
1 33 107 1
2 27 108 2
3 30 112 1
(4 17 113 1
S ii 114 1
6 12 116 1
7 7 132 1
8 6 135 1
9 2 1’45 1

10 6 146 1
11 8 165 1
12 4 168 1
13 ‘4 177 1
14 3 182 1
15 3 188 1
16 1 190 1
17 7 195 1
18 2 2 10 1
19 ‘4 221 1
20 3 2 ( 4 9  1
21 2 266  1
22 2 267  1
23 1 29 1 1
24 1 313 1
25 1 31(4 1
26 3 316 1
27 1 335 1
28 2 34 1 1
29 1 • 3 4 2  1
34 1 4 00  1
36 3 4 2 9  1
37 1 506 1
41 2
42 1
(43 2
44 1
‘.5 1
‘46 1
‘47 1
50 1
51 1
54 1
57

• 58 1
60 1
64 1
66 1
68 1• 75 1
81 1
95 1

TABLE 2
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U N P L A N N E D  BUSINESS F R E Q U E N C Y  D r S T R I B U T I O N

NUMBER OF NUMBER OF NUMBER OF NUMBER OF
TRANSACTIONS STOCK NUMBERS TRANSACTIONS STOCK NUMBERS

0 188 55 1
1 201 56 1
2 93 57 2
3 61 58 1
4 36 59 1
5 33 61 2
6 31 62 1

• 7 26 63 1
8 16 64 1
9 17 65 2

10 11 68 1
11 12 71 2
12 14 72 1
13 12 73 2
1(4 5 74 1
15 7 75 2
16 11 77 2
17 11 79 1
18 8 80 2
19 8 93 1
20 6 89 1
21 ‘. 91 1.
22 7 95 1
23 (4 96 1
2(4 3 97 3.
25 1 100 1
26 (4 106 2
27 3 107 1
28 1 108 1
29 2 • 

109 1
30 1 115 2
31 2 117 1
32 3 119 2
33 3 121 1
314 2 129 1
35 3 130 2
36 3 133 1
37 (4 135 1
38 1 137 1
40 3 142 1
41 1 149 1
42 2 154 1
‘.3 1 156 2

1 160 1
(45 3 165 1
46 3 181 1
47 ‘4 187 1
48 1 197 1
49 3 208 1
50 1 219 1
51 1 2 2 8  1
52 3 260  1

TABLE 3
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N UMBER Ot~ U M ~~ER Or
TR AN SACTI ON~; ST OC K N U M B E R

261 1
290  1
29 (4  1
296 1
312 1
315 1
3(44 1
6 2 8  1
605 1
612 1

TABLE 3 ( C O N T I N U C U )
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CASRCPT BU S IDESS FREQIJFt4CY DISTRIBUTION

NUMBER OF NUMBER OF
TRAN SACTIONS STOCK D U M B E R S

0 777
1 79
2 25
3 10
4 12
S 13
6 11

• 7 7
8 1
9 2

10 2
11 1
12 2
13 1
16 3
17 2
18 3
20 2
23  1
2(4 2
29 1
31 1
83 1

126 1

TABLE ‘4
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PP R B U SIN E S S  ~~~~~~~~~~ I J T C L R T B U T E O N
WITh TOTAL BU:~IUE~~ (KEQUENCY ~O OR ; RE AT E R

NUMBER OF NUMBER OF NUMBER OF N UM BI :R OF
TRANSACTIONS STOCK UUMNF.PS TRANSACTIONS STOCK NUMBERS

0 59 81 1
1 3 95 1
2 5 101 1
3 3 107 1
4 5 108 2
5 3 112 1
6 2 113 1
7 S 114 1
8 1 116 1
9 2 - 132 1

10 S 115 1
11 S 145 1
12 4 146 1
13 1 165 1
1’. 3 168 1
15 2 177 1
16 1 182 1
17 6 188 1
18 2 190 1
19 (4 195 1
20 3 210 1
21 2 221 1
22 2 2 ( 4 9  1
23 1 266 1
2 4 1 267 1
25 1 291 1
26 3 313 1
27 1 • 314 1
28 2 316 1
29 1 335 1
34 1 3(41 1
36 3 342 1
37 1 ‘400 1
41 2 ‘429 1
42 1 506 1
43  2
4 (4 1
45 1
46 1
47 1
50 1
51 1
514 1
57 1
59 1
60 1
64 1
66 1
68 1
75 1

TABLE 5
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U N P l A N N E D  B U S I N E S S  F R E Q U E N C Y  D I S T R I B U T I O N
WIT H TOTAL B U S I N E S S  F R E Q U E N C Y  70 OR GR EATER

NUMBER OF N UMBER OF NUMBER OF NUMBER OF
TRAN SACTIONS STOCK NUMBER S TRANSACTIO NS STOCK NUMB ER S

0 2 58 1
2 2 59 1
4 1 61 2
5 5 62 1
6 4 63 1

• 7 2 64 1
8 1 65 2
9 1 68 1

11 3 71 2
12 4 72  1
13 4 - 73 2
15 1 74 1
16 2 75 2
17 1 77 2
18 4 79 1
19 2 80 2
20 6 83 1
21 4 89 1
22 7 91 1
23 (4 9S 1
2 4 3 96 1
25 1 97 1
26 14 100 1

• 27 3 106 2
28 1 107 1
29 2 108 1
30 1 109 1
31 2 115 2
32 3 117 1
33 3 119 2
34 2 121 1
35 3 129 1
36 3 130 2
37 4 133 1
38 1 135 1
(40 3 137 1
41 1 1’4 ? 1
42 2 1(49 1
43 1 154 1
44 1 156 2
45 3 160 1
46 3 165 1
147 14 181 1
48 1 187 1
49 3 197 1
50 1 208 1
51 1 219 1
52 3 2 2 8  1
55 1 260  1
56 1 261 1
57 2 290  1

TABLE 6
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N U M B E R  OF N U M b E R  OF
TRANSACTIUNS STOCK NUMBERS

294 1
296 1
312 1
315 1
3(44 1
528 1
605 1
612 1

TABLE 6 ( C O N T I N U E D )
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UNPLANNED BUSINES S FREQUENCY DISTRIBUTION
WITH TOTAL E t U ~ I N K ~~:; FR E~ UCNC Y 2 H  UN ONEA T ER

AND PPR B U S I N E S S  I R E Q U L N C Y  ZERO

NUMBER OF N U M B E R  OF
TRANSACTIONS STOCK NUMBERS

20 3
21 4
22 5
23  2
2’. 2
25 1
26 1
27 2
29 1
32 2
33 2
35 1
36 1
37 1
38 1
140 3
43 1
45 1
47 3
48 1
49 2
52 2
55 1
61 1
62 1
6S 1
71 1
77 1
96 • 1

100 1
130 1
133 1
135 1
160 1
228  1
290 1
312 1
315 1
344 1

TABLE 7
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A P P E N D I X  I

CENILE RECORD NALDISTRIBUTION CURVE

100

88. s 1

80 20.6% 
64%

C1S8tILATIVE 60 I

PERCE N T
OF I T R A N S A C T I ON S

B U S I N E S S  2 20 I

20 60 

~ 

TRANSACTIONS 

100

S 
PERCENT OF CENILE RECORD STOCK NUMBERS

GRA P H 1
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APPENDIX J

ALTERNATE N u N  CODES

The a l t e rna te  N u N  relat ionship code is a two d igi t  code
that  ind~.cates tue  preference re la t ionship  between a N u N
and its a l ternate  and the usab i l i ty  classification. The
first  digit of the code has the following meanings :

0 , 2 E qua l  part s or consuma bles. P re fe r red
item is al ternate .

1,3 D i f f e r e n t  repair par t s .  Preferred ite m
is alternate.

4 Equa l  part s or consumables.  P re fe r red  i t em
is pr im e  item.

5 Different repair parts. Preferred item

is pr ime i tem.
6 Equal  parts or consumables.  Ne i the r  item

is pre fe r r ed .
7 D i f f e r e n t  re pair parts. Neither item

is pre fe r red .

The second digit ~ f the  code indicates:

1 P r i m e  and al te rna te  are complete ly

• interchangea ble.

2 Prime and alternate are substitutable

fo r  each otAer on ly  in common
applications.

3 Pr ime  and  a l te rna te  are  sus t i tu tab le
for  each other only in  certain
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serial n u m b e r s  of common appl ica t ions .
P re fe r r ed  i t em can be subst i tu ted fo r  a l l
ap plications of the non—preferred item.

N o n — p r e f e r r e d  i t em can be subs t i t u te i
fo r  pref erred on ly  in common appl icat ions .

5 P re f e r r e d it€m can be substi tuted for
all appl ications of the  n o n — p r e f e r r e d  i t e m .
N o n — p r e f e r r e d  i t em can be s u b s t i t u t e d
f o r  pref erred on ly  in certain serial n um b e r s  of
common applications.

6 Rework—Pre fe r r ed  i tem is to be obtained
oy modif ica t ion  of non—pre fe r r ed  i t em.
Planne d modification: All ma terial in
stock must be reworked before issue.

Phased modif ica t ion : Scheduled modification.
N o n — p r e f e r r e d  can be used un til modif ica tion
complete.

7 Rework :  Emergency Modifica t ion.
0 Degr ee of re la t ionship  not d e term in e d . [ 1 8 ]

89

_ _ _ _  — - - S 5 5 — _ _ _ _ _ _ _ _ _ _



LIST OF REFERENCES

1. Assistant Secretary of the Navy for Ins ta l l a t ions  and
Logistics Publication P—1500, 

~~~~ 
g~ J~i~ç~ ~~~~

for  Suppli Mana g ement , Depa r tmen t  of the  N a v y ,
Washington D. C., May 1968 (Revised)

2. Naval  Supply Systems Command  Manua l , Volume II, .~~~~ij

~~~ ore , Depar tm en t of t he  N a v y ,  Wash ing ton  D.  C . ,
1962. -

3. McC a r t h y ,  J . D . ,  Qu i n n , 3.T. and  James , W . B . ,  .~n
Q~ ~~~21~~Dfl&4 ~~~~~~~~~~~~~~~~~ ~~~~ ~~1RA~ ~!.2~~St 9.~

L~x~~ Elect ronics ~j~~tems Command , ?!.S. Thesis ,
U.S. Naval Postgraduate School, Monterey, 1976.

4. Chief of Naval  Material  In s t ruc t ion  4L &40 .37 C , ~~~ ck
Coordination Responsibili t ies for  Na! ! ia! t2~~~~~i
2Q~ Ac1 concernij~g, 7 February  1973.

5. Naval Material Command UNCL ASSIFIED Letter Serial

0’43:TAB, Subject: St~~~k rd i~~~t~ gj~, 9 July  1976 .

6. Bureau of Suppl ies and Accounts Report, 
~~~

~~~~~~~ ation Pr~ gr am Throu ~~h Mid~~!~~~ j~ 57, by J.C.

Ver hoev en.

7. Bureau of Suppli es and Accounts Report , Conference

Agenda and Proceedings 1—5 November 1954, j~~ ~tac.~
c2o~~~~~~~~~~ ~~~~~~~~~ b y C D R .  W . G .  Tanner , Jr.

8. ~~~~~~~~ ~~~~~ ~~~~~~~~~~~~~~ 
Navy Fleet Material

Suppor t  O f f i c e , Mechanicsburg ,  P e n n s y l v a n i a , J a n u a r y
1978.

90
- . - S -  -—-- 5-— - - - - .- - ----- -—- -5---—--— — -

- ____ . a - 
~~~~~~~~~~~~~~~ ____ _ -



9. Li! t21! fl

M echars icsburg ,  Pennsy lvan ia :  CACI , I N C . ,  Apr i l  1974.

10. Inventor!
Mech anicsburg,  Pennsy lvan i a :  CAd , I N C . ,  A p r i l  1974 .

11. Assistant  Secretary of Defens e fo r  Ins ta l l a t ions  and
Logistics Report , DOD ~~ t~ j 1 ~~~~en~ Q~ y Mana~~ement  and
Stocka~j  ~~~~~~~ R. M. Clinkscale ( C h a i r m a n )  , v.11. Pt
1, p. I V — 1 1  and IV— 15 , March 1976 .

12. Lemma , P .A. , “N A V S U P ’ s Rol e in Repai rables
Mana gemen t,” ~~!1 ~~~~~~ ~~;~s ~~ w~ Lit ter, v. 39, Nr.
11 , November 1976.

13. N a v y  Ships Parts Control  Center  Ins t ruc t ion  444 0 . 14 1445 ,

~~~~~~~ i~.4i4 ~~~~~~~~~~~~~~~~ ~~~~~~~~~~~~

~~~~~~~~~~~ 
8 Apr i l  1976.

14. Li~~~~9j  ~~~~ager ’s ~~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ Mechanicsburg,
Pennsy lvan ia :  CAd , INC., October 1974.

15. Inventor!  Man~~~~rs N anua l L Disposal De Guide ,
Mechan ics bur g , Pennsylvania , December 1975.

16. Naval Electronic Systems Command Handbook 0106178,

~~~~~~~~ ~~~~ .(!~AL ~~~~~~~~
~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 7 October 1976 .

17. Naval Electronic Systems Command Instruction 5200.19,

~~~~~~~~~~ ~~ Field Ac tj~ ities, 7 May 1976.

18. Liv ent or j  Manfler ’s ~~~~~~ ~ Q~~ç~~Qfl~ ~evel~~
.~.&~~ DiL ~~~~~~~~~~~~~~~~~~~~~~~~~ Fleet Materi al Suppor t Of f ice,
Mechanicsburg , Pennsylvania .

19. Depar tment  of the Air Force , j j~~ Q~ ~~~~~~~~~~~~~
~~ d Subs t i tu tab le I t em ~~~~~~~ ~~~~~~~ ~~~~~~~~~~~~~ 27-28

January  1977, 22 Feb ruary 1977.

91 

- -~~~~ - 5  5 - -~~



INITIAL DISTRIBUTIO N LIST

No. Copies

1. Defense Logistics Studies 1

Informa tion Excha nge (DLSI E)
Fort Lee, Virginia 23801

2. Defense Documentation Center 2

Cameron Station
Alexan dr ia , Virg in ia  2231 14

3. Library, Code 0142 2

Naval Postgraduate School

Mon terey,  California 93940

4. Department Chairman , Code 54 1

• Department of Administrative Sciences

Naval  Postgradua te School
Mon te rey ,  California 93940

5. Commander , Naval Logistic Ccmma nd 1

0. S. Pacific Fleet
ATT N :  LT. Mic hael W . Casey
Box 49

Pear l Harbor , Hawai i  96860

6. Command ing  O f f i c e r  1
AT TN:  LT. Alan  J. Pettersen
11. S. Naval Air Facility Sigonella

FP O New York 09521

7. Professor A. W . McMasters 9

Code 54Mg
Naval Pcstgraduate School

92

_ _ _  -5-- - - — .5- — — ---S.___ —



M o n t e r e y ,  Ca l i for nia 93940

d. Professor F. S. R ichards

Code S5Rh
Naval  Pcstgra dua te School
M o n t e r e y ,  Cal ifornia  93940

9. Coiamaiider , Nava l Electronic Systems Command 9

Code ~l.Ex 504
Naval  Electronic Systems Comman d
washington , D. C. 20360

10. C o m m a n d i n g  O f f i c e r 3
Code 347

Navy Ships Par ts Control Center
L~1echanicsburg , Pennsylvania  17055

11. Commanding Officer

Naval Electron ic System s Engineerin g Cen ter , San Diego
San Diego, California 92138

12. Chief of Naval Material

NAVMA T Code 043

Hea dquarters  Naval M ateria l Comma nd
W a s h i n g t o n , D.  C. 20360

13. Commander , N aval Sup ply Systems Comman d

NAVSUP Code 01423

Naval Supply Systems Command

Washington , D. C. 20376

114. Commande r , Na val Supply Systems C o m m a n d
N A V S U P  Code 04 A
Naval Supply Systems Command

W ashing ton, D. C. 20376

15. Commanding Officer
Mr. J. C. Forney , Code 340A
Navy Ships Parts Control Center
Mechanicsburg, Pennsylvania 17055

93

- - —- - - —•- ---- - - 5-—--—-- -5 -S —5--— - . -- —-5—..--- - .5- —--S


