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DISCLAIMER
The views and conclusions expressed in this ) A
document are those of the author. They are A
not intended and should not be thought to E;Q
represent official ideas, attitudes, or ) ¢t§
policies of any agency of the United States N
Government. The author has not had special ‘?4
access to official information or ideas and !?q-
2 has employed only open-source material {ﬁ}:
b available to any writer on this subject. e
This document is the property of the United L

States Government, It is available for
distribution to the general public. A loan
copy of the document may be obtained from the
Air University Interlibrary Loan Service
(AUL/LDEX, Maxwell AFB, Alabama, 36112) or the
Defense Technical Information Center. Request -
must include the author's name and complete E_
title of the study. -
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This document may be reproduced for use in
other research reports or educational pursuits
contingent upon the following stipulations:

-~ Reproduction rights do not extend to

any copyrighted material that may be contained RO
in the research report. RO
~- All reproduced copies must contain the “Lls
following credit line: "Reprinted by -Eﬁ
permission of the Air Command and Staff ST
College.” o
-- All reproduced copies must contain the A
name(s) of the report's author(s). i-'
= -

-- If format modification is necessary to L
better serve the user's needs, adjustments may oo
be made to this report--this authorization oo
does not extend to copyrighted information or e
material. The following statement must %EE;
accompany the modified document: "Adapted =
from Air Command and Staff Research Report e
{number) entitled (title) by )
(author) T s
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-~ This notice must be included with any -
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‘> Inte study willl be publisned as an Airv Force Loglztios

A fMarm agement Uenter (AFLMC) report.

L e puorpoce of this study 15 to document the results of S yda -

. supply staclage poalicy changes and to analyvas the W oroe’ s

5 Ap1lity to manage stockage policy changes. (he Hie Force

> e Logistics Management Center recommended the rours cnanges

N consirdered 1 this study and projected resuliing coust &ana
beneriias. Thiszs study will 1denclity the policles and oompoars

projecitlons wlitn actual cost and berefits. the changes are
signiricantly 1mpyroving supply support and the results were
accourately predroted by the Air Forcee Loglsetics Marangement

Center. Therefore, future Hir Force Laglstilcs Managemsant  o@n @,
supply recommendations should be favorably considered. =
author did tind a need to 1mprove the palicy chanfge procediirs o ﬂ
made speci1tic recommendaticrns 1n Chapter Three. fzt_
-“.'-h:h
The author wauld like to recogrnize the assistance of Dwoe {b¢>
tndaviduals without whom this project would have beern impos e ¥$?!
First, | wouldg like to thank the project sponsar, Ll1@uterant v ;
po

Colonetl Doug Blazer, Chiev, Stockage Policy and Hwalvelo
ivizion, Ay Force lbogilistics Mamagement UCenter. FL
guidance ard suggesticrns of Captaivn Martha Ham were oritioastr o
this nroject.
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- Major Forest was commissioned through ROTC in 1972, arter

whichn he was assigred to Undergraduate Pilot Training. Lipown

completion, he atternded Combat Crew Training as a KC-135 copiiot
i at Castle AFH, California. His first operatiaonal assigrnment
ot began 1n 1973 at Grissom AFER, [ndiana as a copirlot. He upgraded
? to alnrcraft commander in the KC-13% inm 197% and lert the Airc
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— “insights into tomorrow”

Part of our College mission is distribution of the ‘
students’ problem solving products to DoD
sponsors and other interested agencies to
enhance insight into contemporary, defense
related issues. While the College has accepted this
product as meeting academic requirements for
graduation, the views and opinions expressed or
implied are solely those of the author and should
not be construed as carrying official sanction.

REPORT NUMBER :¢-uvsan
AUTHORC(S) masor RONALD L. FOREST, usar

TITLEcvaLUATION OF THE 1984 CHANGES TO THE SEORE BHR1S o0 Uroer
POLTICY

. Hurpose: To determine if the stackage poiloy changes aade Lo
1384 are performing as predicted.

Ll. Froplem: The Hir Force Loglstics Management Uember was
tasked to make recommendaticons to the Air Statf to 1P ove
averall supply performance. The Air Staff i1molemerntea raur v
the recommendations based o preojected cost estimates and
berefits. Now that the changes have beer lrm @Frfect rae aoout s
vear and a half, the Air Staff wants a repart on the progress.

tLt. Data: e author secured the A Foece Logiatioes
Maragement Center reports on each of the four recommernded
stockage policy charnges. Mis report provides clear shiacemani s

or the old policy, new policy, background intormatiorn. cost
estimates, and projected berefits to be used as benck marion. i
projections were combived 1n ore list to get compreokens ve
numbers to compare with actual cost and bermerit anmbers. fiee
author then secured actual data from monthly Worldwide Supnpiv
Performance Reports and Conmscolidated Steock Furnd Data Report 3.
Data from fiscal year 1984 is compared with tiscal vear 1940
tne first si1x manths of fiscal yvear 17386,

Vil
P T AT L e A A e e, e, .‘_‘."' St e et e T
A I DAL AT I, L, W AP T s e s RS N 1P W i Yy | Al et asabarsaty te

EXECUTIVE SUMMARY A
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— CONTINUED

iv. Conclusions: Comparison of the actual data arnd the
projected aata indicates that the changes recommendea L the waie
Force LLoglrzstics Management Center have produced tine desiced and
projected results. The author did find that stockage policy
changes were 1maeffectively controlled and a nesa exists roo &
coordimated 1molementation plarn for future major charges to e
Force stockage policy.

V. Recommendations: Charnges made to the stockage poalicy ace
working and should be retailned. Future changese showica hbe
carefully plarmmed and contral led.
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< CHAFPTER ONE
'
o
¢ .
* T e e
" INTRODUC T ION
~ Ihe Hiv Force For 1@ years has been scorapping sl roons
= R
e ot dollars of rneeded spare parts and thewn, 1 marny
N cases, repurcnasing them at higher prices Fron tuank aana
. salvape dealers... Since 1974, Air Force procedures have
called tor automatic disposal of many spare parts,
. ranging Trom screws and ruats to airplane dooets,  of oo
o nad been requested withirn the past 12 months... time ana
N time again, we came across 1nstances that on maybe the
- 13th movith, a requirvement ftor that 1tem came up, and we

s
»

o wonld go oand the shelf was empty, and we would have 1o
reprocutre 1t.

P

Washington Fost, 7 July 1984

‘.l
Q The above excerpts highlight the prablem with the pasno Hiv
N Force spare parts retention policy. Lieuternant uerneral Leo

: marguesz, DReputy Chief of Staft tor Logistics and Engilreering, 0
UsAF, explains, assets. . . "that we acquired very efficiently at
the front end could go out the back door an accordance witis

- established retenticon policy.” (1:18) Gerneral Marqgquez emphas)zed
. the i1mportance of stockage policy to efficirent iy and eveactive s
ﬁj support the Air Force mission.
o emphasize the 1mportance ofFf supply and stockage pol v, he e

{- decrared fiscal year 1383 as the Year of Supply. Mie KAare boores
‘Z Logistics Management Menter (AFLMC) was tasked to spearchead
. etforts o 1mprove the supply system. After caretul amalwstsg,
o AF LML made several recommendaticons to the Alr Staftr which the Kic
™ Force implemented 1n the begivrmwg of FY8%., 32
— e
- Frhis report explains four of the AFLLMEC recommerded or mnes oo
- Lhe supply system and compares actual witin Forecastedd esongde g,
- The ald and the rew supply stockage policies wi Ll D exXpla)reo A
o well as the metinod of measuring Lmorovements 1n T FHie ors o
N supply zystem. Conditiromns and problens that anfluaencea tnee g

changes or thelr evaluation will be explained. Fimal iy,
x recomnmendations will i be made to 1mprove implement 1y tuthiare
}: changes Lo tne supply system.
'
. EROECEM STATEMENT
S Are the 1384 changes to the Rair VNorce apave parts stockane
L
-
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policy producing the desired resuits and 18 the Wik Force
accurately tracking and cortrolllog changes 1o supf
pper reatniance Y

[y

1

s on .

Ihe rtouy goockapge palicy changes 1nvalve these ates

(S Losht varitaonles which are wsed bo comput 2 tne oorddey .
aQuant ity for consumathle oor 2Dnaml o D d et AT L D s
Ltems.

] natety levels tror EUW 1tems.

£.3) Reterntrom of E0D 1tems.

(4) Demand leveling tor celected tield-level repsa-able

1ttems.

Vel T

ine Hir Force Loglstics Management Lenter re
Foal lowing taskings:

) Cost Variables forr EQOG ltems. Cost vartatidea, e
TGl T place an order and holding cost, are uased bo conpin s

croier qQquantities, oo how muen to order, tor EUW 1 tems. L A,
197/78, the Urnited States AHAi1r Force Dirvector ofrf malatEnance &
bupply (USAF/LEY) tasked RAFLMO to update these tactonrs
periodically <o Air Force bases would order the mast @ocoveam oo
gquantity for EOQ 1items based on the appropriate variapie cusTa.
e AarLmue recommended changes bo tne cost varaables troat s
result 1vm o arn Lncreased order gquantity., 1.e., bases Wl i Drdig
move 1tems avery time tney nlace an order. (s l1-9

o) varety Levels tor LU ltems, FELPL vroe s gy aoriee o
arnalyze and developn altermative torecasting bechrmigueass cogs et o
gemard averages and demarnd variatiorn for BEUL 1tems. [Hex vooerast
o Jdemand averanes and varitances 1s the biggest rfactor e
determiviing the depth oo how much to stock. HELMC recmmmeriaed
changes £ tne way the Alr Force Forecast [he varianos oF e and,

[he tonrecast wf the varvisonce af oemand 16 used v geaacrmurlot L

saiaty Lewatl, vastes

[ et gt vor s B L ternes, T 1a8a the Huy Vo e sk 2 D
el Uiy Bnaed Baaioaed e AL HI0 Lo A bniate: tie i ey s
level retentlon polloy. Bases were OL1SRaSE1inf Tf Loeme o Pnil whoar i
ner nexded later at the same nase, tirmried States mur oree Decarns

hrier of starf tor Lomistics and @nguoeer vl CUSHF SLe 0 aniveen
ML ecaconmernlab ions To tnoreass bhe retent Lon i read e

COovIamat e 3 tems, Tl

e
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Reparable ltems. Lo

(&) Daemand Levelinyg ror Fileld-level
ot the bStandard Bace

1985, the Wholesale—-ketail Panel

November
Bupply System MAJCUM Advisory Group requested that AFLSIC oordue s
amn analysis on stockage policy for field-level reparable - ::
The Air Force was not repairing many field leval reparabl=: oolis,
and the AFLMC found it was appropriate to use reparable 1item
demand levels for items that were not beirng repailred. ihevr

EQR to the existing demanca lewval rov

recommendation was to add an

reparable i1tems that display characteristiocs ofb i)

Field-level
1tems. (6:21-3)

The Air Force Logistics Mamagement Center has prblis
supply smystem Thannos
AL

1ndrvidual studies on each of the four
covered 1n this reproat. The studies were the oas.is o
supRly policy. Tz

separate AFLML studies to adentify the policy
forecasted results.

This report uses informatilon Trom vhe
charnpes @and

v
i

QBJECTIVESR

The abjectives of this study are to:

(1) Compare actual i1mplementation costes and beEverits of the

nulicy changes with forecasted costs and bernefits.

() Irvestigate the Ailr Force's ability to track too oo om0
mance of supply systen changes.

SYSTEm STy Hane

X 3 Recommernd improvements to the supply
. mxl oy change process.
i
(g
¢
>
» o
4
>
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CHARTER TWO

(=]

IVERVIEW

This chapter documernts the analysis of the 1984 stackane
plicy changes. he Alr Force changed Ffour areas of ohe soag e
parts stockage policy based on recommendations Trom the RArr rarce
Logistics Management Center. This chapfter will 1centify the rooue
supply policy areas, including the backgrowurnd, ol S0o010Y, new
policy, projected costs, and projected benetits roe @ann aven,
"ne next section describes the amalysis methodology and thie theo
section documents the actual performance resulting from the
chariges. The final section identifies several 1ssues withh the
management and control of the chanmge process.

Background. Ar Economic Urder Guantity (EGQ) stem 13 &
consumable 1tem which usuwally carnmot be ecoromic&lly repalred.
This term includes all types of consumable i1tems, swih as mieemae
parts, components, tools, adminmistrative supplies, and nardwsre,
For 208 1tems, accountability 1s terminated upon 1ssue. Demar
levels for £00 1tems are based on total variable inverntory ooet,
which 1vncludes the ocost of the 1tem, the oost Lo arder, and Ches
cost to hold the item. The gquarntity to order that minuimt oo
total varirable cost 15 called tne Ecovamic Order Quant it ., P ives
cost to hold an item 15 expressed as a percentage ot the 1tem
most, while the cost to order an 1tem 1S5 expressed as a tlar oaunt
mer each order. (Z:11-3) :

ld Folicy. (he old policy used average vatlues ftor oot o
arder and cost to hold based on 1980 measurements. (o0 o)

New Pollcy. Using 1985 data the AFLML recalouwilated o
values to arder and holdd an 1tem and found the previoas oo s s
changed. The cost to place an order had treoreasad foan Sa, 'y
$5. 30 and the cost to hold an 1tem had decreasea frrom Jh% Tor e
=~ the cost of the 1tem. The oost o arder Loacal puecinna ssr 1t hans

alse 1ncreased from $15.84 to $19,. 94, RFLMC recommended Lot i
new values be used. (3::3%)

4
et . e~ . o
PR S P 2N . . . 4 S - -
_.,:: el ‘.J._q DR TR \.‘\. J\-_..- .“ s ‘..\. ety T < 2T

Al da b e ~Trie 38 e B 4a
e a adag




L

AN

a'e" al

AP
et

¢l 7
RERE NS

2T

()

"

P b I sy
et

. e

PN
S

’
PRl g

S

Frojected Costs and Benefits. By using the new values to iriaa
the EDQ, stock levels would 1ncorease, resulting i1a & pDrojected 1w
increase in stockage effectiverness. Stockage erfectiveness
measures the lirme item fi1ll rate for stocked (demand leveled)
1tems. The projected cocost was $31 million for General bupponrt
Division (GSD) and %11 million for System Support Divisice (5H0).
The RAFLMC projected a 3% decrease 1n the rumber of incirdents
~asulting in the grounding of major end items such as ailroeaft,
engines, vehicles, etec. (1)

~\

Econcomic Order Quantity Safety Level

i

Background. The Safety Level Guantity is the rnumber of assets
required to be o hand to permit contirnuous operation in the
avent of uncertaln demand or lead times. The Order anmd Sh1o fime
tnanti1ty is the guantity required to be on hand to meet demands
dJuring the period 1t takes to place an arder and have it
transported. These quantities are summed to determivne the
reorder point or when to reorder. (2:11-4)

Oid Folicy. The old policy underestimated the uncertaintw o
variance of demand 4v% of the time and did rot cornsaider
varlations iv order and ship time at all. Demand For marmy 1oom
15 more varliable than was estimated with the previous policov.
vVariations 1n order and snip time were rnot considered, bDut
certainly could 1mpact supply support. Manutacturing time oe
shipping time are zusceptibie ta labor strikes, bad weather
conditions, etec. (4:19) More 1nventory is reeded as a buftrer to
ensure uninterrupted mission perfarmance.

Ney Folicy. The AFLMC recommendation was to change the saiety
level formula to accwrately measuwre the variance of demand and to
consider the variance 1n arder and ship time. (4:1l-1ler

Frojected Costs and Bernefits. By wsing the riew Tormula,

stockage effectiveress was projected to inerease 4. 7% at a aost

af /6 million for GSD and $2% million For S5D. (4:15) fhi1=
represents new requirements and 1€ an LNCrease L LNVentory. b

AFLMC projected a 4% decrease For mission capability (MICAR
incidents. (4:16)

Egmnonic Qrder Quantity Retention
Backgrournd. ftems for whaich there 1s md lowngey any rneec
shoulad be conmsidered excess. When items are declared excoess,
they are disposed o, If thev ara declared exocsss oo <o 1, Lo
Fir Force must repurchase the 1tem. It they are nela oo Lo,

the Ale Force 1neours needless nolding costs. L6

Jla F

retent

licy. fhe Arr Frocce specartied 365 davs as the
time For all EOQ itemns. The QAFLMC Foromad thal mans
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essentiality of the item to Alr Force weapon systems.

&.5 years for the least urgent ittems to 3.25 years o

wolld riot be declared "excess! after 12 months only to

projected to reduce MICAP incidents by 2% and increase

imventory is from reterntion of existing assets and does
rapresent additional cost. (S5:16)
-

Adding an EOG to ¢

elected Field-level

discarded. (6€:1)

Simce many items are not bernyg repalred, demand levels
insufticient to effectively support the missiorn. (&g

New Holicy. The AFLMC recommended adding an EOG to

that were not beinyg repalred are rnow stocked similar to
1tenms. &3

LD

cavsed by field-level reparable asczets. (6:2-3)

RTINS I A SRS S S T Y
L _-.l ".-\-._-I‘_'—.-.. ...,‘.. Ty -’.--
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1tems had an average time betweern demands greater than 263 days
and that many items identified as excess were later critically

reeded for mission support. For theese reasons, AFLMC supgpested
that retention time for all items be increased based on
demand and the Mission Impact Code, a code that identitaiec

New Faolicy. The AFLMC recommended riew retention times

required the next maonth. (5:18)
Frojected Costs and Renefits. This increase in retertiom

tnventory by %116 million total for GSD and S3D. The 1norerse

Background. Field-level reparable items are items that are
supposed to be fixed at the base level rather than the depot.
the i1tem is found to be beyond economic repalr at the base,

5 W 1

Old Policy. Field-level reparable 1tems are stocked
differently than EOQ items, but many of these i1tems pertorm
simtlar to EQQR 1tems. The AFLLMC found that abouwt 739% ar
field—-level reparable items cost less thanm $750 and bettoer
e~ of the items were being replaced rather thar repalred
level. Reparable i1tem demand levels assume repalir at the hase.

s@lacted
field-level reparable items and using the previcus demarnd
the recrder point. Thus, les:s expernsive 1teme (less thor

EFrojected Costs and Berefits. In light of this charnge,
AFLMC prodected that fill rates for field-level reparabie

wortld itnorease 14.59% at & cost o $3 million for Gerneral
Divaision (BSD) and $4 million for System Support Division
1hems., The AFLMEC projected a Ho3% decrease 1 MICHAR 1ncud

Q. \ ..-. - - - *
EAC AP SOAL AL #4.N q";_LLCJ.LLi.L'. O IO

wWwith
the highest mission impact code. This new retention peri1od wowd
compernsate for infrequent demands for certain items. t o
example, the item that is requested every 135 months on avaerane

was
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fhe Air Force changed four areas in supply policy baced upon
the recommendations from the Air Force Logilistics Management
Center. Figure 2.1 is & combirned list of cost and benefat
projections from all four stockage palicy areas.

Cost enefit
(% Millions)
Stockage Effectiveress M CakR
GSD 55D 00 Reparable ~1) Hepar.anle
EOG Cost Variables
£E0Q Sarfetv Level

EUQ Retentionm

Demand Leveling 3 4 14.5%

Tatal 11@ 412 5. 7% 14.5% A

Figure &.1 AFLMC Frojection Summary

In Figure 2.1, the term "stockage effectiveress" means tine i
rate for items that should be on-hand. lLater iv thaie reporst, the
projected data will be compared to the actuhal cost s and herefir -
of the changes made to the stockage policy.

METHOD OF ANALYSIS
T evaluate the actual pertormance resultivig From
tmplementing these stockage policies, intormat 1or Wwas needs
tre actual ocost and bernefits of one pollny ohannges., N TaA
the Woridwide Supply Performance Repor (M- 2y and thes
Conmrltidated Stock Fund Data Report (M-20r were craoksd
momthly basis to get the average armual performance.

The M-32 Moantnhly Base Supply Management Report peosvadec
standard management products for Standard RBase Supply ovatem
o555 managers, It 13 uwsed to pravide data for analysis or Glins
overall operational effectiveness, potential proplem area
1dentification, and statistical data 1nm support or svstem
madifications., For this report, the Worldwide Supply Rerformance
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Oy Reports were used to track actual pbererits produced oy the daore s
» .

R changes. (Z:24)

o
' The M-2@ Stock Fund Stratification Program provides unl form
VS stratification tfor both General Support (GSD) ang System Huppors
A Livisions (S8D) of the Air Force Stock Fund. It 1dertifires

ﬁ assets and provides aggregate measures of a base’s logirstuos
requirements by measuring asset avairlability against krdwn
requiremant s, It provides the capability to report stock rfana
assets and transactions as a pbasis to prepare stock tund
aperating programs. For this report, both the GSD andg SE0
Consciidated Stock Furnad Data Reports are used to track actual
costs of the 1984 stockage policy changes. (Zide)
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The AFLMC projected the costs and the berefits of the charnpes
as n@asured by arn 1ncrease in stockage effectiveness and
. decrease in MICAP incidents. The next section examines tioe .
iy actual data collectea. Other problems that have a oearing or
this problem are also discussed.

L

AL FUHL eEREURM

Having itdentified the charnges to the supply system alonng witin
the projected costs and berefite, actual performarce was ommpared
with the projections. Since the four changes were 1mplemsartse ag
about the same time, the projected results were combilned ann
cirscussed in terms of costs, fill rates, arnd mission capabllaity
(MICAR) incidents. As a reminder, a MICAF 1rncirdent 14 a request
fory anm 1tem that cannot be filled and results 1m the growndim oo
a major end i1tem, such as aircratt, @nglrnes, vehiclies, etco. ke
raduction 1n the wnumber of MICAP 1ndidents is good For tThe wioe
Force and a sign of better supply managemernt. (3) pata tiram
riscal year 1984 were compared with data from FYSS and B, i
chavriges were 1mplemented 1n June 1984 (EO0R Cost Variamnies
Notober through November 1384 (Satety Level, EOUO Excess ana
Adding an EOL to Field Reparable Items).

S Vi

Lost mlioy Changes The combilred General woupeoet Loveis
(Guhr cost of all fouwr changes wag projectea by the Hir Forg
Logastic Managemernt Cernter to pe 110 milliarn. LData rrom vhe
arnte by BSD Cornsal idated Stratifioation and Tramstona e Jene
(M=) were complled and shown 1@ Figure 2, E. st T A e o
aperating level, order and shap time, sarety level, ard vepais
weycley comprise the total demand level and wers= comoiaacd o
arrive at the total GSD cost. Firgure o.& shows an Lncreasec
requirenents level of $134..8 million which v compared oo tine
projected $11¢ million. vee Hppendilices H arnd R tor @-dampiss oo
tne Lonsalidated Stratitication and Transacoc oo Nepoot,

8
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. Figure 2.2 Increases in General Support Divisieo
L Reguiremerts level
¥
', Figure 2.2 shows a $134.3 million increase i1n G50 requiremsawni
levels as compared to the projected $1180 millicr. The AFLMT $11W
", million projection was for inventory augmentation whion 1nm the
j am>urnt of inventory that has to be procured to satisty the new
» level. Although the reqguirement i1ncereased by $134..5 millior, s
. all of that had to be procured. There was existing rrvantory Lo
] - - N .
. satisty some of the requirement. When tne rnew stockays ond v e s
were implemented, there was no snapshoat of the i1nverntooyv
requirvements or on hand balances divectly after 1molementas 1o,
/. R . X .y
- ihis was because of programming errors i the Mo, ite beat
< estimate of the change was therefore made by comparing June 460
- data with June 1984 data. This does rot allow an acowrate
v measure of the inventory augmentatiomn cost. Some ot tine an-haona
rventory waould have beer applied against the new reqguiirement
- leavel sand tharetrore would rot hiave had o be procured. Loz
" wata to say that the 6D cost was less tharm $1054..% mrll Lo,
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T, Froure &, 4 Iricreases 1n System buppoet Division
o

O

Frgure o.d shows a Bc.d million lnorease 1r S5HD reguiremsaras e
4 compared to the projected $4c.4 mitlion dug to the 1984 stookane

"~

- palicy changes.

‘?: In summary, the RFLMC projected arn irnventory augmentat nor

> raguirement of $15@0 maillion (LY + 40)., fhe actual vnoreass 1
tne total requirements level was $196. 3 million (134,05 +

- tne actual inventory augmentatiocn cost cannot be accourately

2 computed, because there was no snapshot immediately attee

:{ implementation. However, the 1nmnventary augment at tor 00Dt 9acs

. less tharn $1596 mi1llico. Regardless, the AFLMU cost projectans

h were remarkably accurate. The actual requirements levels waiy
withirn S% of the AFLMC projections.

o orockage Lrfectiveness e HAir Force Loglstios Managemsnt Lanosr

- orojected stockage ertectiveness to 1ncorease 4, /% tor kU 1tems

- aved 14.5% for fileld reparable items as a resuit of the rour

o supply policy charges. Data orn stockage effectiveness was " aen

’ from the USHE sSupply management Repoot (=m0 @ach meshs and

-: combivead 1m Fliguere 2l 4, nee Apperdioes O and Dofor exaunti bas

:} of the USAF Supply Management Report.
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Figure &.4 shows
average stockage
increase.

*

. The increase 1n stuckage effectiverness for field repacamn!2

- ittems could riot be measured, because fill rates tor Fileld

f reparable 1tems are rot measured separately in the M-30. HS

K shown 1 Figure 2.4, there,has been a significant 1rncrease 1n ohie
o EOR stockage effectiveness, but riot up to the AFLMC's proajectior.
l There are twos mitigating factors. First and foremost, the

- program implementing the riew safety level did rnot work, P ries

- AFLMC wdentified the programming ervaor 1o August 1985 and 1t wans
- corrected 1 late November 1985, The correcticon should Turtier

B tncrease stockage erfectiveness. Secondly, stockange

best
Net

effectiveress 1s rnot the
stockage policy changes.

Stockage effectiveness

3

example shows why stockage effectiveness 1z oot o DI
? fill rate performance measure. RAssune a customer rogues et
X uriites af an 1htem and anly & are avat iable. The e Foeog
- stockage effectiverness For thie transaction 1a S@%,  Swe wvon i
0O were 1ssied (one line item filled! anmd eitght walis Dacl oevderod
! (ome line item back ordered). On the other hand., the wrot il
. rat2 forr this transaction 1s W%, Mow assune the new siookang-
Q policy 1moreased orn—harnd stock to eight units. Stockage
} grfrectiveness would again be S3%, but nnit effRotiveres: 17
‘s BU% - a sigrificant increase. Stockange effectiveness does ot

/4
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I Figure 2.4 EOQ Stockage Effectiverness in Fercent
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((89.599
effectiveness compared to

but the M-3g2 does rnot accurately
18 computed

lLine ltems

Line Items Filled + L1ne Itpms—ﬁacl

aconrately measure the i1rncreased
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MICAR Incidents The Air Force Loglstics Management Center
projected MICAF 1ncidents to decrease by 9%, Lata from the
monthly USAF Supply Management Reports were complled i1n Firguee
2.5 to show Econcmic Order Quantity (EOGQ) MICAR performance. Sea
Appendices &£ and F for examples of where MICAR data 1z displayeq xﬁ.
1 the USAF Supply Managemert Report. TN
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Figure 2.9 Total Ecornomic Order Quantity MICAR Herroormance

Figure <.95 shows a decrease of 131,016 EOQ MICAR 1ncident s oo
a 47% decrease as compared to the projected 9% decrease.
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Figure .6 Tmtal Field Keparable MICAR Fertormance
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;$ Figure &.6 shows a decrease of 689,308 field reparable MIURF ol
oy incidents or a 36% decrease as compared to the projectea —. exﬁ

decrease. However, noct all reductions in field reparable MR =
oocurrences were a result of adding an EQR to selected taiela !%g
reparable 1tems. Figure 2.7 shows the decrease in MICAR ot
acourrences Tor stocked i1tems. D

42,336 difference IO

S 550 SSSRTEC
- .
4 %
A 1

24,116 a1, 180 z

! i

~ |

‘-. brs e e e ot e s - — i memn e arms maes s peas bamra shme serd '

S 1384 1985

2 Figure .7 MICAER Occurrences For Stocked ltems

",

"

. A reduction of 42,336 MICAR occoccocurrernces was affected by the 20U
' for fleld reparable policy. The remairnting MICAFP reductions

o (22, &7a8) for rnon—stocked items were a result of the moratoeiim on
ﬁ{ disposal of assets. These berefits will continue after the

f} moratorium is lifted, because of the implementaticon of the

. recommendaticons from the AFLMC?s XF 3 Reterntion Study. ir

] study, the AFLMC projected a decrease of &% in MICHE cooure

n as compared to the 1&8.4% that actually cccuwrred. (11)

arnomie Qrder G In 12384, the KHir Forcs pot 3
freeze on discarding unused spare parts until 1mplementss o o
rew retention policy. The Air Force Logistics Management Lentor
recommanded a new policy to retain spare parts longer ana
projected an 1ncrease v oonm—harnd inverntory of 116 million

N thuas, the moratorium caused the items to be held bpefore tio

. policy was wmplemewnted, Regardless, the perftformance praject Lonas
. s la st 1ll hold. The stock fund totals, as tracked in the M-V
:3 Stk Fund Stratification Program, reflect the dollar value of
b

tiver stock on-hand. Ine stock rund 135 measured in two divistons.
veneral Support Division (GBD) arnd System Support Diviaisaars (G,
Tigures 2.8 and 2.9 indicate the actual total increaszes 10 ne
stock fund totals forr both GSD and S8D. (11
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$73 million J
dif ferevice

i
886, & $159. &
Pmillicn YV omillice |

Before After
June 1984 Jurne 13965

Figure 2.8 65D Stock Fund Totals

Figure £.8 shows a $73 million irncrease 1rn the 65D Stuok Fundag.

$39 millicon ]
differernce

$29. 33 ! $68. 55

millaicowm i milliocnm

Before After
March 1984 June 1985 J

Figure 2.9 G50 Stock Fund Totals

Figure &.9 shoaws a $39 million incorease in the 55D stook fund.

The stock funag total trom Figoce 2.9 and Figure 209 16 8112
millionm as compared to the AFLMC projected 106 mul Lo,
i a
PG R A R R AR U N A RN e I A e e e e e e S
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Diring the processe of 1dentifying and evaluating whe changjes

- * made L. the spare parts stockage policy, several 1ssues were
ﬁ 1dentified.
"~ -
[~ i. Lonversion to the rnew ~hase LV computer syscem delaved
releveling at some bases. This causzed & vague starting naton o
ooltect data after the stockage polacy changes. The atoacaage
o prlicy proagram changes were mplementad, but requared wolove il
- prior to the new levels taking effect. Some baces sent tnooes e
f 2 report berfore releveling so the new stockage policy was roag
f' acourately measured 1mmediately after implemertatior, Thie, The
. trventory augmentation cost could not be accurately measurved.,
c. e The cost of the stockage policy could also rnot o€ acorwyrho@iy
:: measured ‘because of problems with the mM-2W.
. 3. lnstructions to the field ovn how to »urn M-Z@ data weres
o mrsintaerpreted or rnot faollowed. RAir Force stoor Tora
Ard not knaow or did o not anderstand the stockage poliocy r
X arnd tneir expected i1mpacts. This prevented a ol2sar Srnamtood
- ot data pbervore or after the policy changezs were mado. Fooa
i result, the Hir Force did riot take the receszacy achtioms b
{i . compute the inventory augmentaticrn costs. (3)
4. Inaccurate and 1nvalid measuwrements on tHhe M-32 recualitod o
. errconecus unit fill rates. Uit fill rates varied signiftrocantiv
f: Fram mortn to month and 1n some months exceedod 139K, Tnerastara, e
- drint 11l rates, which 1s a more accurate measuwre of Fill cwres :yﬁf
j than stocrage etrfrfectiveness, oould not be aeasurad, :H?
. et
>. ime program releasea by the Data Systems Desigry Uirfrce O
- ot Adined the wrong satety level computat von, The 0G0 coewear,
- the safeaty level 1n November 15983, However, roar thls repor T, 5.
i HELLML conld not acowrately measure the complete 1mpact b Siie
L satety level change. 1t 15 reasonable to expect fi1ll rates -
- 1mareass further. (D)

@ Tre moratorzuam oo 4o of aseseto Tomooanded the
measurement oF the stoclk Huond tmpact vecsuibtiog Soon Lo ca o
- retention Critera.
o /. The Supply Management Report does not acouwrate ly wescgro o ¢

Fill rates and does mot measioce Frll cates oy 2w el s e
stvce different commodity groops have a difrerent stockage
poalicy, lack or performance data hinders manmagemear., FUT
resuelt, base level reparable ti1ll rates conld ot be measurec.

=
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CHAFTER THREE
N CONCLUJSIONSG AND RECOMMENDAT LOMS
CONCLUSIONS
; 1. The four charnges recommended by the RAir Force Logistics
., Management Cernter significantly i1mproved the supply system® s
. capability to support the Alr Force missior.
. Some aof the AFLMCY s measurable projections wWere @Ol L SEoEd
. at least to some degree. Covnsiderivig the compounding issues, “he
. progections were remarikably acourata.
N 3. e AFLMC's models ana stockage palicy forecasting techrniogues
" are valid.
o 4. lhe stockage policy charnges were wrneffectively conmtrol leds
: tihere 15 a rneed for coordinated implementatiorn plans.
i G Nata collected before and after the stockage policy chanoss
= imdicate a lack of knowledge on the part of [@ir Forcos shtock o
managers.
o &. fhe Ri1r Force Supply Managemernt Report needs to be impriccod
=% Lo pravide accouwrate and valild pertformance measures e @l
- commaodl ity gQroups.
2 RECOMMENDAT LONS
J-
o 1. FRetairn the rew stockage policies. (OFR: HOY USAF/LEY)
e Appolint a change agent or commibttee Lo aversee all roaiass
majyor stackage polioy changes. (ORPR:HQ USAF/LEYS) '
. ihe change agent (commibtee) shoonld develon an rme! oot v
. prar to 1nclude:
= a. Hotions required by HO AFLC, wholesale agencies, MadUUns,
a3 Dases, and DS5DG.
? b Howr arnd whern tne performance 15 2o DEe measioteo.
2
* c. Huw to ensure adeguate guality conmteol crm boae ooaoges,
-:‘ Les




P d. Who and when to document the performancs.
» (URR: =0 USHF/LEYS appointed charge agent.

4. Review and improve the Supply Management Repoert (Mo
stockage policy indicators to ensure accouracy and complsterass.
(OFR: DSDO/LGS)

== W)

. Comtinue to use the AFLMC models and forecasting tecinnigues
to forecast futuwre scockage policy impacts. (O SFLAES LGS
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tFall 1984), pp. 18—-2WQ.

Official Documents

Uy Ay torcce Maruwal 67-1, Vaol. Li, 1 February 9o,

U2 Hre Force Logizstics Marnagement Center. N
the Standard fase supply System Stock Levelis
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1984,
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February 1284,
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Qther Sources

veptember, 13985 1nterview with Ma)or Douglas Biasor, e

Force Loglrabilics Management Lenter, Gunter Hifs, =LEa0 una.
Octobet, 1985 1nterview with Captain tMartha Ham, cove oo
Larglst o3 Management Center, Gunter AFS, S0 abane,

Uecembeir, 198% 1nterview with Major Douglas B w:

e Ry
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