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ABSTRACT

Precision Logistics is the Commandant of the Marine Corps
vision for supporting the Marine Corps of the 21 Century. In
order to realize this vision Marine Corps |ogistics nust becone
| eaner, nore agile and nore responsive. Mrine aviation
associated logistics is conplex, cunbersone and has a | arge
foot print.

Contrary to what sonme may believe, Marine Corps organic units
conprise only a portion of Marine aviation associ ated | ogistics.
Mari ne Squadrons and the Marine Corps Aviation Logistics
Squadrons are Marine Corps conponents within aviation associ ated
| ogi stics. Other components are organi zations within the Navy
Supply Command and the Defense Logi stics Agency.

Thi s research paper exam nes ways in which organi zati ons

wi thin Marine aviation associated |ogistics could be

reorgani zed to neet the Conmmandants vision of Precision

Logi stics. Areas of particular interest include: Mving supply

trained individuals to the squadron | evel; conbi ning Defense

Logi stics Agency and Naval Supply Command I nventory Control

Poi nts; consolidating inventory; and outsourcing various

| ogi stics functions.
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CHAPTER ONE
REORGANI ZATI ON OF MARI NK CORPS AVI ATI ON
ASSOCI ATED LOGE STICS FUNCTI ONS

The topic of reorgani zi ng vari ous Departnent of Defense (DOD)
functions is not new. The current fiscal climate within DOD, and
all governnental agencies, has reinvigorated the quest for
i ncreased efficiencies. These increased efficiencies are equated
to cost savings that in turn can be applied to discretionary
spendi ng accounts, theoretically allowing DOD to increase
readi ness and/ or nodernization efforts. Wile increased
efficiency is usually linked to cost savings froma business view
point, it may not be linked to increased effectiveness froma
war fi ghting capabilities perspective.

Ideally, the objective is to increase organizational efficiency
and reduce operational costs, while increasing warfighting
capability. The purpose of this research paper is to exam ne the
transfer of Marine Aviation Logistics Squadron (MALS) supply
personnel to the organizational squadron |evel, consolidating
Def ense Logi stics Agency |level inventory control points and
inventory, and the outsourcing of various |ogistics functions as
ways in which select areas associated with Marine aviation

| ogi stics could be reorganized to neet this objective.



The Requirenment for Reorganization

The 1997 Quadrenni al Defense Review recommends the follow ng:

Reduce Logi stics support costs by integrating organi zations
and functions (supply, financial, autonated data processing,
transportation, mai ntenance, and procurenent) now being
performed at nultiple locations in a conmon geographic area.
Each mlitary departnent will reduce inventories and operating
costs by sharing and |inking consuner-|evel inventories and by
elimnating redundant facilities and operations.

Conpet e, outsource, or privatize mlitary departnent
infrastructure functions that are closely related to
commercial enterprises. Mst of these actions involve

| ogistics and installation support functions. The mlitary
departnents expect that these initiatives will elimnate
25,000 mlitary and 30,000 civilian positions between now and
FY 2003."°

Al t hough unknown, sonme of the QDRs reconmendati ons may be
based on charts |ike Figure 1., which shows a conpari son between
DCOD and the comercial industry response tinmes with respect to

certain logistics functions. Clearly the comercial sectors have

Process DOD Commer ci al Conpani es

Di stribution 26 Days 1 Day 3 Days 2 Days

(for in-stock items) Motorola Boeing Caterpillar

Repai r 40- 144 Days 3 Days 14 Days 14 Days

(cycle time) (DOD Average) Compaq Boeing Detroit Diesel
(electronics)

Repai r 8- 35 Days 1 Day 10 Days 5 Days

(Shop Time) (Army tank/truck) Compaq Boeing Detroit Diesel
(electronics)

Figure 1.?2DOD & Commerci al Response Tines Conparison

'Department of Defense. Report of the Quadrennial Defense Review, (http://ww.defensedink.mil.pubs.qdr/index.html, May 1997), V111-4.

?Kenneth Girardinin and others, Improving DoD Logistics: Perspectives from RAND Research, (Santa Monica, CA: RAND, 1995), 26.

taken the lead in streamining |ogistics functions and processes.




Al though it is difficult to conpare response tines for

organi zations with different processes, Figure 1. includes a
cross-section of various processes that could have DCOD
application. The disparity in DOD response tinmes, as conpared to
comercial conpanies, is "conpelling and costly to DOD in both

n3

effecti veness (readi ness and sustainability) and efficiency.

CHAPTER TWO
LOGE STI CS DEFI NED

The functional areas of |logistics are: 1.) Supply systens, 2.)
Mai nt enance, 3.) Transportation, 4.) General engineering, and 5.)

Heal t h services. Joint Pub 1-082 defines |ogistics as:

The sci ence of planning and carrying out the novenent and
mai nt enance of forces. In its nost conprehensive sense,
those aspects of mlitary operations, which deal with: a
desi gn and devel opnent, acquisition, storage, novenent,

di stribution, maintenance, evacuation and di sposition of
mat eri al .*

The Council of Logistics Managenent, a civilian organization,

has defined | ogistics to be:

The process of planning, inplenenting and controlling the
efficient flow and storage of raw materials, in—process
inventory, finished goods, services and related information from

3Kenneth Girardinin and others, Improving DoD Logistics, 26.

“Department of Defense, Department of Defense Dictionary of Military and Associated Terms, (Washington D.C.: March 1994), 221.

point of origin to point of consunption (including inbound,
out bound, internal and external novenentsO for the purpose of



conforming to custoner requirenents.’

From t he Conmandant of the Marine Corps perspective, a
civilian logistic activity can offer nmuch in the form of
"concepts, techniques and technol ogies of great interest to
mlitary logisticians, [yet] it lacks the warlike purpose and is

n6

t hus fundanentally different. Thi s perspective seenms sonmewhat
i naccurate. Based upon the above definitions, it appears that
civilian and mlitary logistics functions are fundanentally the
sanme. What is fundanentally different, at tinmes, is the

environment in which |ogistics nmust function.

MARI NE AVI ATI ON LOd STI CS SYSTEM

Marine aviation logistics is not a stand-al one |ogistics
system in fact far fromit. Wthin the Marine aviation
| ogi stics system functions such as supply, mnaintenance and
transportation may be perforned at as many as three different
| evel s. These levels include: 1.) Organizational, 2.)
I ntermedi ate, and 3.) Depot. At the organizational and
internediate | evels, Marine aviation organic assets conprise a

significant portion of the |ogistics system Above the

*Federal Express. Logistics FAQ's, (http://www.fedex.com/us/services/logistics/fag.html, 21 Feb 1999), 1.

®Marine Corps Doctrinal Publication (MCDP) 4, Logistics, (Washington, DC: Headquarters, U.S. Marine Corps. February 1997), 4.

internedi ate | evel, |ogistics organizations at the Departnent of

t he Navy and Departnment of Defense |evels, though not organic to



the Marine Corps, conprise a large portion of the Marine aviation

| ogi stics system

Marine Aviation Specific Logistics

Al t hough there are few organi zational |ogistics functions
within Marine aviation, the functions that do occur are perforned
at the flying squadron | evel. Froma supply aspect, the squadron
is the starting point for the requisition process, which will be
detailed later. From a mai ntenance perspective, the squadron
perfornms part renoval and installation. Fromthe transportation
aspect the squadron has literally no invol venent.

The Marine Aviation Logistics Squadron (MALS) is the focal
point within the Marine Corps, at the internediate |evel. The
MALS perforns aviation supply and mai nt enance functions.

Organi zational requisitions, for aircraft related parts, are
passed fromthe flying squadron to MALS supply. If a particular
part is in stock MALS supply will fill the requisition and issue
the requested part to the unit. From a mai nt enance perspecti ve,
certain repairable parts can be repaired at MALS. When MALS
cannot provide the requisite support, the requisition or

repairable is passed "off station"” to the next highest echel on.

Naval Supply Systens Command

The Navy has the overall responsibility for providing |logistic



support for Marine aircraft and aviati on ground support

equi pnent. The Navy plays a significant role in the supply chain
and an equally inportant role on the maintenance side,
particularly in dealing with repairable conponents. O her.

| ogi stics functions of the Naval Supply Systens Comrand ( NAVSUP)
are shown in Figure 2. NAVSUP is directly responsible for fleet-
wi de support of all U S. Navy and Marine forces. The many

| ogi stics services NAVSUP provides include: Supply operations,
contracting, information systens, transportation and support

servi ces.

Whereas NAVSUP plays a significant role, especially in
repai rabl es, the Defense Logistics Agency plays an equal role

with respect to consumabl e parts.

Def ense Logi stics Agency
DLA, first established in 1962 as the Defense Supply Agency,



was restructured in the early 1990's when then Secretary of

Def ense, Dick Cheney, "directed that all the distribution depots
of the mlitary services and DLA nerge into a single, unified
material distribution system designating DLA to manage it."' Thus
a single agency was given trenendous span of control, albeit
consol i dati on was a necessary nove.

The Defense Logi stics Support Conmmand, the nmajor conponent of
DLA, manages over four mllion consunmable itens and processes
nore than 30 mllion distribution actions annually in support of
DCOD Departnents and agencies. In order to performits multiple
| ogi stics functions, the Defense Logistics Support Conmand has

numer ous conponents shown in Figure 3.

CHAPTER THREE
| MPROVI NG THE CURRENT LOQ STI CS SYSTEM

The Conmmandant of the Marine Corps has stated: "Qur first
priority [in precision logistics] will be to inprove |ogistics
response tinme. We will focus on inproving the performance of our
order and ship and repair processes to generate quick and

positive inprovenents to our Marine Expeditionary Forces, posts



n 8

and stations. Part of the problemw th Marine aviation

associ ated |l ogistics, as currently configured, is that the
Marine Corps owns only a small fraction of the order, ship and
repair processes. As Figure 4. depicts, the Navy and Defense
Logi stics Agency own a |arge portion of these processes.
Therefore, any reorgani zati on outside of organic Marine Corps
units nmust take place at the NAVSUP and DLA | evels. Yet,

t hrough sone innovative reorgani zati on, the Marine Corps can

make i nprovenents that will have an inpact at the NAVSUP and

DLA | evel s.

" Defense Logistics Agency, (http://www.dla.mil.history, 15 Feb 1999), 1-2

8White Letter No. 01-97, Marine Corps Precision Logistics (Washington DC: Commandant of the Marine Corps, 16 Jan 1997), 1.



CHAPTER FOUR

| MPACTS ON MARI NE AVI ATI ON LOGQ STICS ORDER M D SH P Tl MES

An inportant measure of an efficient and effective |logistic
process is order and ship tine (OST). OST begins with a
requi sition and ends with the delivery of the requisitioned part.
Al t hough Marine aviation units own only a snall fraction of the
| ogi stics processes, their actions can, and do, seriously effect
overall OST. A recent RAND study of Marine Corps |ogistics

processes indicated excessive OSTs within the Marine Corps.



There was also a |arge variance in OSTs between units within the
same Marine Expeditionary Force (MEF). Excessive, variable OSTs
are indicative of an unpredictable system As RAND poi nted out,
whil e sone itens were shi pped and received al nost i medi ately,

9

ot hers took weeks.” Reorgani zation at the squadron | evel can

favorably inpact OST.

Squadron Level Reorgani zation

Perhaps a large contributor to excessive OSTs, and certainly to
OST variability between |ike squadrons, is the non-existence of
school trained aviation supply experts, either officer or
enlisted, at the squadron |level. Personnel who are responsible
for making the original requisition, a critical first step, are
often brought into the job with little or no experience. They
are taken out of their Primary Mlitary Qccupational Specialty
(PMOXS), which is detrimental towards MIlitary Occupati onal
Specialty (MXS) credibility in their often-critical naintenance
MOSs, and placed in a billet known as the "expeditor." The
expeditor's job is to make initial requisitions and nonitor the
status of outstanding requisitions. There is no formal training,
instead the expeditors learn through on-the—ob training, often
ti mes under demandi ng conditions. This is not an efficient or

effective way to begin a precision |logistics process.

®Marc L Robins and others, Measurement of USMC Logistics Processes: Creating a Baseline to Support Precision Logistics Implementations,
(Santa Monica, CA; RAND, 1998), 8.

10



Errors in squadron initiated requisitions can have an extrenely
adverse inmpact on the entire logistics system not to nention
aircraft readi ness and m ssion capability. One wong or
m spl aced character on a requisition can result in the squadron
receiving a totally useless part. Not only does the squadron
receive a useless part, perhaps after waiting days or even weeks,
but the logistics pipeline is being burdened in having to |ocate
and ship a useless part, |eading again to excessive OSTs.
Meanwhil e, the aircraft sits in a non—ission capabl e status.
This is a worst case scenario that occurs all too often. A
scenari o occurring just as often involves the supply system
denying an initial requisition for inproper docunentation. Wen
the squadron is notified that the initial requisition was in error
and rmust be resubmitted, hours to days often have el apsed. As a
result, precious OST tinme has been |lost. The answer to this
specific problem seens obvious, nanely assign MOS trai ned supply
personnel to the organizational |evel.

Wthin the Marine Corps this seemingly sinple solution could
face serious institutional opposition. In an era of right-
sizing the force, there is limted ability to add force
structure. This is a valid observation. As a consequence to
addi ng trai ned supply personnel at the squadron |level, the Marine
Corps would need to find additional force structure within the

Service. This net zero-sumgain situation |eads to a second

11



source of opposition, nanely the part of the Marine Corps that
woul d give up force structure in order to source squadron |eve
supply professionals. This opposition, probably based nore on
enotion and cul tural bias, would no doubt be stiff. There is,

however, a sol ution.

Marine Aviation Logistics Squadron Reorgani zation

The internediate | evel for Marine aviation logistics is the
MALS, which is divided into mai ntenance and supply departnents.
A potentially |large nunber of trained aviation supply enlisted
and officer personnel reside in this organization. MALS supply
stocks are instrunmental in providing parts to the organizati onal
level. OF parts used in repairs, 70 to 80 percent are filled at
the MALS level.™ Arguing over the amount of support that MALS
provi des nmisses the point. The argunent should center on reasons
why MALS functionality, froma supply perspective, should be
noved down to the organizational |evel

If precision |ogistics are to occur, automation throughout the
system nust be as seanl ess as possible. Follow ng that, and nore
inmportantly, the logistics systemnust be streamined. In
today's system MALS supply acts as a m ddl eman. MALS supply

screens requisitions, fills the ones they can, and furthers the

" Marc L. Robins and others, Measurement of USMC Logistics Processes: Creating a Baseline to Support Precision Logistics Implementation,
(Santa Monica, CA: RAND, 1998), vii.

12



ones they cannot up the chain. As MALS stocks are depl eted they
are refilled either directly by vendors or at the DLA/ NAVSUP
level. In order for a squadron to performthe sanme functionality
as MALS supply a few changes are required.

The first step in the process is to nove aviation supply
stocks, currently held at the MALS, down to the organi zationa
| evel . A departure point fromwhich to devel op the amount and
type of stocks a squadron should maintain is the Aviation
Consol i dated Al |l owance List (AVCAL), used in determ ning stocking
| evel s aboard aircraft carriers for depl oying squadrons.
Modi fication and optim zati on of an AVCAL nodel, as denonstrated
in the Carrier Based Air Logistics Study, could provide an
excellent tenplate for the required | evel of squadron held supply
st ocks. ™

Along with supply stocks, the supply personnel should be noved
from MALS and pl aced at the organizational |evel. This would give
t he adequate | evel of expertise required to nanage |ocal stocks,
stock requirenents, and the requisition process. Mving the
stocks and the people who manage them fromthe MALS to the
squadron level, requires an increased automation of |ogistics

pr ocedur es.

L B. Embry and R J. Hillstead, Carrier Based Air Logistics Study: Supply and Transportation Analysis, N-1785-NAVY (Santa Monica, CA:
The Rand Corp., Apr. 1982), 69-74.

13



Automation will provide a seam ess path fromthe squadron
directly to a vendor or depot |evel warehouse facility. In the
future, a squadron should be able to determne if a part is
avail abl e, where to get the part fromin the shortest anount of

time, the transportation nmethod, and ship and arrival dates.

Ef fects of Marine Aviation Organic Reorgani zation

Cutting out the m ddlenman, as private industry has found,
streanmines the | ogistics processes. Myving the MALS supply
functionality, vis-a-vis transferring required supply stock and
personnel fromthe MALS to the squadron, has several advantages.
Force structure requirenents are handled within Marine aviation,
where avi ation supply expertise is already resident, perhaps
produci ng a snoot her transition. MALS s infrastructure and
footprint in material and personnel is significantly reduced, yet
t he squadron's footprint is not significantly increased due to
t he spread-1oading of fornmer MALS assets across several squadrons

From efficiency and effectiveness perspectives, MOS trained
supply individuals at the squadron |level will reduce the nunber
of common errors in the requisition process, favorably inpacting
current order and ship tinmes. Squadron on-hand stocks w ||
further reduce order and ship tines, for itens that usually cone
from MALS, because they are already in the custoners hands.

As order and ship tinmes becone smaller, there are less itens

14



in the logistics pipeline. Additional spares once required to
account for the length of the pipeline are no | onger needed. As
order and ship tinmes becone shorter, the Marine Corps will nove
closer to precision |ogistics.

Seam ess automation is an enabler of precision |logistics. It
all ows custoner units, Total Asset Visibility (TAV). Units wll
know where their parts are comng fromand when they will arrive.
These facts alone will enabl e maintenance departnents to becone
nore effective in scheduling and perform ng mai ntenance
functions. Effective naintenance, coupled with efficient
| ogi stics, nmeans increased aircraft readi ness. This begins an
upward spiral that |eads to increased training opportunities,
ultimately culmnating in increased warfighting capability for

Mari ne Corps aviation.

CHAPTER FI VE
MARI NE AVI ATI ON ASSOCI ATED LOGd STI CS

As shown earlier, Marine aviation organic |logistics actually
makes up a small, albeit inportant part, of the entire system
that is responsible for providing |ogistics functions for Marine
aviation. When exam ning the entire systemit becones evident

t hat :

The structure of the entire distribution process is conpl ex,
segnmented, and disjointed. It is conplex because it involves

15



many nodes and organi zati ons. The process is segnented because
the various functional aspects of distribution-e.g., storage,

i ssue, transport-divide anpbng various organizations. Further
the process is not a well —+ntegrated set of activities. Sone
fall to transportation organi zations, others to supply
agencies... The conplexity and segnentation tend to give the
di stribution systema vertical rather than a horizontal focus.
That is, each stage of the process tends to concentrate on its
own function. The managers are interested in neeting their
segnment's performance neasures, perhaps to the detrinent of
the overall system performance.*

Whol esal e Supply Actions

Wthin Marine aviation associated | ogistics the Naval Supply
Command and Def ense Logi stics Agency performwhat is terned
whol esal e supply functions. A sinplified version of various
conmponents of the whol esale systemis shown in Figure 5. A basic
under st andi ng of these conponents will enable a better
under st andi ng of how they coul d be reorgani zed to gain efficiency
and effectiveness. Utimtely this increased efficiency and
ef fectiveness enhances warfighting capability through increasing
the availability of full mssion capable aircraft.

As pointed out previously, the initial squadron requisition is
forwarded to the Internediate |l evel, or MALS. In cases where
MALS cannot fill the requisition through existing on-hand stocks,
the requisition is forwarded to a Fleet Industrial Supply Center

(FI'SC) which is owned by the Navy. If the FISC has existing

12 Nancy Y. Moore and others, Material Distribution: Improving Support to Army Operations in Peace and War, MR-642-A (Santa Monica, CA:
RAND, 1997). xi.

stocks it will fill the requisition and arrange transportation

16



back to either MALS or the requisitioning squadron. |If the FISC
cannot fill the requisition, then it is electronically

forwarded to an Inventory Control Point (ICP).

The Navy and the Defense Logistics Agency both own I CPs. The
Def ense Logi stics Agency | CP handl es consunabl e parts
requi sitions whereas the NAVSUP | CP deals nainly with repairable

part requisitions. Wiile there is a difference between

consunmabl e and repairable parts, consunables are one tinme use and

17



repai rabl es can be repaired and reused, this difference should be
transparent to the inventory control process. Redundancy occurs
as both agencies locate inventory within the supply depots and
war ehousi ng system Once the inventory is |ocated, the | CPs

aut hori ze rel ease of stocks to fill the squadron requisition.

CHAPTER SI X
WHOLESALE SUPPLY REORGANI ZATI ON

Whereas the DLA and NAVSUP play a sonmewhat significant role in
the overall organi zation, we now exam ne how t hese agenci es m ght

best be reorgani zed.

Consol i dati ng Wol esale I nventory Control Points

In 1990, the services were directed to transfer the nanagenent
of all consumables to DLA. This resulted in all consunmabl es now
bei ng managed by DLA at 5 geographically separated |Inventory
Control Points. The Services still maintain 11 different
reparable 1CP's that are located in 13 separate |ocations. Wthin

the Services, NAVSUP mai ntains 2 geographically co-located | CPs.
Recent studies on conbining the Service | CPs under DLA indicate

a range of $2.2-$6.1 billion dollars in savings.” Citing the

difficulty in developing a single standard data base system DOD

18



has resisted, along with the Services, any effort to put all |CPs

" Personnel involved in trying to

under a single DLA manager.
devel op the single standard data base cited, however, that the
difficulty in creating such a systemwas due to inconpatibilities
anong the Services. They further stated that these problens could
be overcone by consolidating |ICPs under a single organization.

It seenms counter—ntuitive not to consolidate all |ICPs under a
si ngl e managenent team By definition ICPs are not warehousing
facilities or Depots. Rather they are a cl earinghouse for
requi sitions, locating stocks and authori zing rel ease of stocks
fromthe warehousing facilities to the custonmer. Additionally,

t hey oversee stocking |levels and contract for additional stocks
when required.

To Marine aviation associated |ogistics the advantages of
consolidating all ICPs under a single nmanager seens attractive.
Al requisitions woul d be passed using a single system wth a

si ngl e manager. Instead of the current system which uses DLA and

NAVSUP, consolidating their functions under one team woul d

¥ United States Government Accounting Office, Defense Infrastructure: Inventory Control Point Consolidation Saving Would Be Substantial,
(Letter Report, 08/13/97, GAO-NSIAD-97-157), 1-3.

flatten an otherw se stove pi ped organi zati on. Such streamining
woul d reduce the nunber of different geographic |ocations of ICPs

whi ch, along with automati on, woul d seem ngly decrease order and

19



ship tinmes, nmaking response tines quicker.

In the end, consolidating ICP functionality has the sanme effect
as consolidating MALS supply functions under the cogni zance of
the Organi zational |evel. Response tinme reduction, the
Commandants priority for logistics, leads to parts getting to the
flightline quicker. This ultimately results in nore m ssion
capable aircraft, increased aircraft readi ness, and nost

inmportantly inc5ased warfighting capability.

Whol esal e I nventory Consolidation

Mai nt ai ni ng an excess of stocked parts, known as excess
inventory, requires excessive infrastructure to warehouse and
manage the inventory. This translates into unneeded spending in
order to maintain the infrastructure. Excess inventory al so
burdens the entire |ogistics pipeline, reducing efficiency and
causi ng response tines to increase. Al so, excess inventory is a
wast e of precious procurenent noney that could be better utilized
for other purposes.

A recent GAO study indicated that of the $67 billion currently

in DOD stocked inventory, only $25.8 billion is required to neet

14 GAO-NSIAD-97-157, 8.

current operating and war reserve requirenents, resulting in an
excess of $41.2 billion in inventory. Put in other ternms, 60% of

the current inventory is not required. GAO al so noted that DCD

20



currently has unaccounted inventory items and actually pl aces
redundant/repetitive orders for same item Additionally, there
is $14.6 billion in inventory that currently has no demands, is
not projected to have any demands, and wll |ikely never be
used. ®This is totally useless inventory, resulting in
inefficiencies in the | ogistics pipeline and waste.

The Services estimates were smaller, yet still indicated

excess inventory:

Arny, Navy, and Air Force records indicated that unneeded
inventory itens valued at $28.4 nillion had 20 years or nore
of inventory on hand and another $11.3 million of inventory on
order; however, because the records for al nost 40 percent of
the reviewed itens were in error (generally on-order
quantities had been delivered but not recorded), these itens,
in fact, did not have additional stock on order; and, in cases
where inventory was actually on order, the reasons included
requi renent changes, buys to cover the life of weapon systens,
and adherence to m ni num policy buys.*

Thus it is clear fromeither the GAO or Service's perspective

t hat excess inventory exists. Even if the initial GAO estinate of
$41.2 billion in excess inventory is halved, which Service
records indicated, the need for reorganization of inventory

managenent still seens to be mandat ed.

%5 United States Government Accounting Office, Defense Logistics: Much of the Inventory Exceeds Current Needs (Letter Report, 28 Feb 1997,
GAOINSIAD-97-71), 1.

® GAO/NSIAD-97-71, 1.

Excess inventory is the bane of comercial enterprise. Doing
away With excess inventory is a main target of "Just—n--Tinme"

| ogistics, a civilian equivalent to the Conmandant's vision of

21



Preci sion Logistics. The benefits to Marine aviation associ at ed
| ogi stics functions, of consolidating inventory, are nunerous.
Procurenment dollars currently being wasted on unnecessary
supplies could be refocused to purchase supplies for which
shortages actually do exist. Excessive infrastructure needed to
mai ntai n inventory could be renoved, again freeing up fisca
resources for better use el sewhere. The burden created on the

| ogi stics system by having to nmanage, store and transport excess
inventory would be relieved, naking the systemoverall nore
responsive. And after all, a nore responsive systemis the goal

of Precision Logistics.

CHAPTER SEVEN
OUTSOURCI NG WHOLESALE LOG STI CS FUNCTI ONS

In addition to reorgani zi ng DLA and NAVSUP Marine avi ation
associ ated | ogistics functions, and nai ntaining those functions
wi thin DOD, another option exists. The term outsourcing inplies:

The transfer of a support function traditionally perfornmed by
an i n-house organi zation to an outside service provider.

Qut sourcing occurs in both the public and private sectors.
Wil e the outsourcing firmor governnment organi zation continues
to provide appropriate oversight, the vendor is typically
granted extensive flexibility regarding how the work is
performed. In successful outsourcing arrangenents, the vendor
utilizes new technol ogi es and busi ness practices to inprove
service delivery and/or reduce support costs. Vendors are
usually selected as the result of a conpetition anong
qual i fied bidders."
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Qut sourcing is not newto DOD or to the Marine Corps. For
i nstance, "the Air Force used to operate a Log Air Service for
delivering spare parts within CONUS. Several years ago it
[ out sourced] this function to overnight carriers and | ate
deliveries were halved and costs dropped 70 percent, or $83

n 18

mllion per year. These kind of savings would allow the Marine

Corps to purchase two additional Joint Strike Fighters per year.

Qut sourced Logi stics Providers

Qut sourced |l ogistics, commonly referred to as "third party

| ogi stics" is proliferating the private sector:

A third—party logistics firm(the terns "contract |ogistics"
and "outsourcing specialists are synonyns) is best described
as an external supplier that perforns all, or part of, a
conmpany's logistics functions. Third-party |ogistics
suppliers provide a range of services including
transportation, warehousing, distribution, etc.”

There are nunerous firnms who specialize in contract

" Defense Science Board, Report of the Defense Science Board Task Force on Outsourcing and Privatization (Washington DC: OUSD (A&T),
August 1996), 7A.

¥ Nancy Y. Moore, 31.

¥ Federal Express Corporation, Logistics FAQs (http//www.fedex.com/us/services/logistics/fag.html, 21 February 1999), 5.

logistics. In 1996, it was estimated that contract |ogistics
firms accounted for $25 billion in revenue out of a total market

of $421 billion.
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Cor porations such as FEDEX and UPS Worl dwi de Logi stics are
asset —based firms, neaning they have the transportation and
war ehousi ng assets to perform many | ogistics functions. O her
firms are non-asset based, neaning they are nmanagenent —based
| ogi stics providers who rely on other sources for transportation
and war ehousi ng. Hybrids are a conbination and can provi de the
whol e array of |ogistics functions.” Should DOD chose to
out source any portion of its logistics function there will be no

| ack of qualified conpetition.

Way Qut source Marine Avaition Associated Logistics

The Def ense Sci ence Board recommends that:

To gai n econom es and achi eve significant savings that can be
diverted to inmprove DOD s force structure and noderni zation
accounts, DOD needs to | ook at dramatic changes in the way it
does busi ness. DOD nust change the paradigm and it nust get
out of the material nanagenent/distribution and repair

busi nesses.

To the Defense Sci ence Board, achieving savings that can be
applied to readi ness and noderni zati on accounts, is a driving
factor in outsourcing logistics. Are significant savings really

achi evabl e?

D ghirley A. Bergman, “Outsourcing Logistics Functions,” Logistics Spectrum, November/December 1996, 18.

In 1995, DOD inventory control points, distribution depots and
installation organi zations required 62,000 people to perform

vari ous associ ated functions. On the repair side, the maintenance
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depots and installation activities required an additional 104,000

peopl e. The conbi ned cost associated with running the supply and

mai nt enance | ogistics infrastructure was $14.1 billion dollars.®
The Board estimates investing approximately $6 billion in up-
front costs would save the Departnent $6 billion a year by the

year 2002. O the $6 billion, $4.2 billion would be achi eved by
outsourcing the inventory control points, distribution depots,
mai nt enance depots and installation supply and repair. The
additional $1.8 billion in savings would be avail abl e t hrough

better business practices and equi pnent reliability.*

Ef f ecti veness Gai ned Through Qutsourcing

The Def ense Science Board sees nore benefits than just

nonet ary associ ated wi th outsourcing:

If DOD got out of the supply and repair business in CONUS, and
to a |l esser extent overseas, the Task Force sees efficiencies,
i nproved readi ness and reduced systens operating costs through
direct Contract Logistics Support. DOD can al so see faster
response tines for the requesting units, as well as |eaner
retail inventories needed by the fighting forces. In fact, for
the Commander, this translates into a snmaller |ogistics

ZDefense Science Board, Summer Study on Achieving an Innovative Support Structure, I1-11.

Zoutsourcing DOD Logistics: Saving Achievable But Defense Science Board's Projections Are Overstated (Letter Report, 12/08/97,
GAO/NSIAD-98-48), 5.
footprint in the theater. Another added, and critical benefit
of this shift is the enhancenent of DOD s wartine surge
capabilities. The contractor/comercial enterprises that wll
be needed for the surge are providing services and support.
Finally, this concept allows the mlitary | eadership to focus
on their core obligation, defending the United States and
Wi nning its wars.”
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Marine Corps Organic Logistics Affected by Qutsourcing

Up to this point it seens that only the whol esal e side of
Marine Corps associated | ogistics organizations are directly
effected by outsourcing. Wile DLA and NAVSUP are the major
benefactors of outsourcing |logistics activities, Marine Corps
organi c logistics organi zations would be simlarly effected.

Under the contractor |ogistics support concept, also terned
Direct Vendor Delivery, a single accountable private sector
entity "essentially elimnates the need for Governnent personnel
and facilities to acquire, manage, store, and distribute spare
parts and would interface directly with, and provi de spare parts

n 24

to the soldier. Thi s concept woul d reduce operations and
support costs associated with a particul ar weapons system The
Arny is exploring applying the CLS concept to the Apache
helicopter with the idea of applying the savings directly into

noder ni zati on of the Apache. The Marine Corps is exam ning

appl yi ng the same concept to the V-22 Gsprey Tilt Rotor.

% Defense Science Board, Summer Study on Achieving an Innovative Support Structure, 11-19.

2 William M. Gavora, "Prime Vendor Support— The Wave of the Future,” Army Logistician,Januaxy-Februaxy 1999,70-71.

In addition to benefits associated with cost reduction and
enhanced | ogi stics response, CLS would of fer manpower structure
savings as well. As previously noted, at the internediate | evel

the Marine Aviation Logistics Supply Squadron provides an
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internediate repair capability. The CLS concept would alleviate
the Marine Corps from having to performinternedi ate mai nt enance,
shifting the requirement to the private sector. Not only would
this be a potential significant savings in organic personnel
currently utilized for internediate |evel repair, but it would

al so provide the Marine Corps with a | eaner forward depl oyed

footprint.

CHAPTER EI GHT
MARI NE AVI ATI ON ASSCCI ATED LOGQ STI CS REOCRGANI ZED

Marine avi ation associated logistics is a cunbersone system
It is vertically layered with organic Marine Corps organi zations,
Department of the Navy organi zati ons and Defense Logistics Agency
organi zations. In today's environnment of rapidly expandi ng
i nformati on technol ogy, many see inproving information systens as
the key to increasing organi zational effectiveness. This is not
case. The private sector has found that inproving information
systens, for cunbersone processes, results in only marginal
gain.” Information systems, such as Total Asset Visibility (TAV)
are not going to get supplies to the custonmer any faster. Al
TAV will do is give the logistics process a way of determ ning
where a given part is when it is not in the hands of the

cust oner.
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What needs to occur is re-engineering of |ogistics processes,
whi ch includes reorgani zation, ained at optim zing perfornance.
Reor gani zati on of Marine aviation associated |ogistics includes
reorgani zati on of organic Marine Corps organizational and
internmedi ate | evels, as well as depot |evels including NAVSUP and
DLA. Al three levels nust be reorganized with the other in m nd.

Marine avi ation squadrons should, at a mninmm be assigned
supply professionals capable of requisition and inventory
managenent. Structure within the Marine Corps internediate
level, MALS, is the likely source for these personnel. Such a nove
woul d enabl e squadrons to nanage their own on-hand supplies,
decreasing order and ship times and increasing aircraft
avai lability. Automation and reengi neering of information
systens could enable | CP and depot |evel |ogistics nmanagers to
have visibility into organi zati onal stocks, triggering a “push”

of stocks to the organi zational |evel when squadron stocks reach

% Kenneth Girardinin and others, Improving DoD Logistics, 58.

a certain level. This could all occur wthout a requisition ever
even having to take pl ace.

At the whol esale | evels, where NAVSUP and DLA perform | ogistics
functions, there seens to be existing commercial solutions to
many DLA and NAVSUP shortfalls, particularly from CONUS based

| ogi stics. For instance, conmercial distribution processes
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i nvol ving requi sition, warehousing and transportation could

repl ace current DLA processes seenmingly with little risk. DLA
has in fact been adopting comercial |ogistics processes at an
ever—ncreasing rate. If it "looks and snells" |ike a comrerci al
process, chances are it could be outsourced to conmerci al
industry with little risk.

Qut sourcing at the higher levels, to include contractor
supported logistics for repairable itens, has a favorabl e inpact
at the Marine Corps internediate | evel. Proper reorgani zation at
t he squadron and depot levels could result in result in no
requi renent to even have a Marine Aviation Logistics Squadron.
Supplies could be directly ordered fromthe vendor and repaired
by the vendor, w thout ever having to stop in between to be
processed, warehoused, or await transportation to the next
i nternedi ate point.

Any and all changes have to be carefully scrutinized and
organi zed with the total systemin mnd. The interdependence of
system conponents i s conplex. Any change at one |level wll have
an effect at another. The synergi sm of reorganization at al
| evel s, however, could be remarkable.

Reorgani zation will not be easily acconplished at all |evels.
Aside frominstitutional opposition, there are congressional |aws
that would have to be rewitten, particularly in the area of

out sourcing DOD repair capabilities. There would al so be
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institutional enotion and bias to overcone.

The di smal conpari son between DOD and commerci al sector
| ogi stics response tinmes, as shown in figure 1., conpels the
Mari ne Corps, the Naval Supply Conmmand and the Defense Logistics
Agency to reengi neer |ogistics processes associated with Marine
avi ation. Reorganizing the systemis the place to begin the

reengi neering process.
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