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FOREWORD

~

This report provides analysis on the results and implications of the United States Air Force
(USAF) Wing Commanders' Flexibility Test (Phase-II) from a Department of Defense systems
perspective. The test, which covered the time period of October 1993 through September 1994,
was initiated by USAF to enhance the wing commanders' options in meeting their mission

requirements. It is a follow-on study to Phase-I which spanned October 1991 through
September 1993.

We extend our thanks to the staff at the Air Force Logistics Management Agency (AFLMA) for
the technical data assistance provided and without whose support the analysis would have been -
impossible. Additionally, we would like to acknowledge the technical support of Messers. T.
Curtis and D. Bowling who are Project Managers with the Value Engineering Readiness (VER)
Branch of the Defense Construction Supply Center (DCSC) for their work in identifying item

level required product specifications. All of these inputs were vital in the completion of this
analysis.
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EXECUTIVE SUMMARY

The Air Force conducted a local purchase test, known as the Air Force Wing Commanders'
Flexibility Test, to enhance the wing commanders' acquisition options for meeting mission
requirements. This test was executed in support of the Defense Acquisition Regulatory (DAR)
Case 91-908-01 (Required Sources of Supplies and Services - Commodity Assignments).
Authority to proceed with the test, which was conducted under two phases, was granted by the
DAR Council with the Defense Logistics Agency (DLA) monitoring the test from a Department
of Defense (DoD) systems perspective.

Phase-I of the test (report dated January 1994) covered the time period of October 1991 through
September 1993 and was restricted to consumable items for base support, equipment, and
vehicles (excluding weapons, flight, and space systems). The test involved ten Air Force bases
consisting of seven Active, one Air Reserve, and two National Guard locations. During this first
phase, the local purchase option was infrequently (only a total of 215 buys) exercised. Results
indicated that items could be obtained faster through local purchase but at greater cost.

Phase-II covered the time period of October 1993 through September 1994. This second phase
both extended the range of items that may be purchased under the test and expanded the test to
twenty-three Air Force bases consisting of eighteen Active, three Air Reserve, and two National
Guard locations. In spite of extending the range of items and increasing the number of
participating bases, the local purchase test continued to be infrequently used (only a total of 272
attempted buys).

The primary findings of the DLA analysis, which were based on the limited range of items that
were bought by both the Air Force and DLA during Phase-II of the test and which had the same
units-of-issue, were the following:

* Although some items were obtained faster through local purchase, on average, a local
purchase was not faster than a central requisition.

* DoD would have paid an extra $400 thousand (FY 94 §) if USAF local purchase costs
were extended throughout DoD for the same limited range of items.

* Approximately eleven percent of the items which were legitimate under test guidelines
had some type of product specification (e.g., MILSPEC or technical drawing). These
were properly checked at base level but personnel costs to accomplish this were not
included.

Recommendations stemming from this analysis are the following:

* To support meeting readiness objectives, emergency local buys should continue to be
permitted under the DFAR.

* To support wartime planning and item pricing analysis, all local buys of IMM items
should be reported quarterly by Service MAJCOM(s) to the appropriate IMM Agency.
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SECTION1
INTRODUCTION

The Defense Logistics Agency (DLA) Executive Director for Supply Management directed that
an impact assessment be conducted on the implications of extending the Air Force Wing
Commanders' Flexibility Test (under Phase-II) across the Department of Defense (DoD). This
analysis was to explicitly review all test buys conducted by the Air Force against DLA managed
items. Specifically, the assessment was to examine cost, delivery performance, and quality.
The study team evaluated the total purchase cost and item delivery performance on a statistical
basis. Item quality was indirectly assessed by coordinating with the air base purchasing staff

“who verified item specification requirements with the DLA's technical staff at Columbus
(DCSC-VER) who had responsibility for confirming item specification needs.

1.1 BACKGROUND

In June 1991, the Air Force requested a change to the DFAR to allow flexibility for the wing
commanders to meet mission requirements through application of local purchase options.
Subsequently, the USAF structured a local purchase test at select bases for a limited range of
items. This Air Force test has been conducted with DLA participation under both test phases.

The first phase of the test began October 1991 and extended through September 1993 and was
limited to only ten bases. Significant findings from the first phase were that items could be
obtained faster on a local purchase basis than from the central system. However, the benefit of
quick delivery was only obtained for higher overall costs (refer to Report No. DLA-94-P10227
listed in Appendix A for details). Additionally, it was found that 20 percent of the items that
were purchased under the test had some type of product specification or technical drawing
requirement. This raised the specter for potential quality failures under local purchase.

Since results were mixed under Phase-I, it was decided to expand the test under a second phase
in order to obtain greater statistical confidence with a larger sample. Consequently, both the
range of items that could be purchased and the number of participating bases were expanded
significantly during FY94 under the designated Air Force Wing Commanders' Flexibility
Program (AFWCFP).

1.2 SCOPE

Phase-II was initiated at twenty-three selected bases. Test sites included both CONUS and
OCONUS locations. This represented a 130 percent increase to the number of bases authorized
to make buys under the test as compared with Phase-I. Additionally, there was a substantial
increase to the range of items available for purchase (refer to Appendix C).

These bases, along with their Air Force component percentages under the test, are identified by
Table 1-1.
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ACTIVE (78%)

Dover
Edwards
Ellsworth
Elmendorf
Grand Forks

GUARD (9%)

McClellan
McGuire
Moody
Nellis
Offutt

Kingsley
Pittsburgh

RESERVE (13%)

Dobbins
Hensley
Minneapolis

Holloman Randolph

Kelly Spandahlem
Lakenheath Tyndall

Luke Wright-Patterson

Table 1-1. Bases Authorized For Wing Commanders' Flexibility Test (Phase-1I)

Suprisingly, in spite of the expanded test, few local purchase buys were executed under this
phase of the test. Only thirteen bases chose to participate and they only attempted 272
transactions against 248 unique items (refer to USAF January 1995 report listed in Appendix A
for details). Consequently, the sample size for this analysis remains quite small and study results
and findings should be restricted to the set of items actively compared in the test for the USAF
and DLA. : -

Additionally, out of the core set of 248 unique items purchased under the test, only 180 NSNs
were found to be managed by DLA (refer to Figure 1-1).

248 UNIQUE TEST ITEMS

GSA & OTHER DOD
1]

180
DLA

Figure 1-1. Range of Items Compared in Test - Total
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This reduced scope of items had to undergo an additional cut to account for those USAF local
purchase transactions which were canceled by the USAF for a variety of reasons. There were
fifteen cancellations, of which, eight were on DL A managed items.

Consequently, the scope of NSNs initially identified for comparative analysis between USAF
and DLA was reduced to only 172 items (refer to Figure 1-2).

DLA ITEMS GSA & OTHER DOD
ITEMS

CANCELLED CANCELLED

Figure 1-2. Range of Items Compared in Test - Canceled Versus Filled

1.3 BASIC METHODOLOGY

The essential methodology which has been applied to conduct this analysis can be broken down
into the following:

*Update Air Force Manpower costs for the current fiscal year.
*Identify NSN(s) for statistical analysis
*Conduct analysis for price, delivery, quality, and system costs

1.3.1 Manpower Costs

To assess personnel costs related to purchasing, the Air Force Logistics Management
Engineering Team (AFLOGMET) conducted a time and standards study to capture personnel
costs associated with executing a local purchase (see AFLOGMET Final Special Study Report,
"Standard Base Supply System Cost of Local Purchase Requisitions & Cost of Central
Requisitions", December 1991). Personnel costs associated with the execution of a local buy
were found to be more expensive than those incurred through the central system. This was true
in spite of the fact that base level costs due to verification of item specification requirements
(MILI, MILQ) were excluded. Their evaluation found that a local purchase action cost $65.00
and a requisition placed through the central system cost $16.94 in personnel costs. These costs
were adjusted for inflation by the DLA study team for the Phase-II analysis. In 1994 dollars the
$65.00 equates to $70.62 and the $16.94 equates to $18.40. Consequently, this results in a
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$52.22 net cost differential in 1994 dollars to execute a Iocal buy over a central buy (See Table
1.2).

PERSONNEL FUNCTION LOCAL 91 LOCAL 94 CENTRAL COST CENTRAL 94
) ADJUSTED ®) ADJUSTED

Supply Demand Processing 8.12 8.82 4.35 472
Supply Requisitions 9.73 10.57 241 2.62
Operational Contracting 30.94 33.62 -0- -0-

Materiel Storage/Distribution 8.92 9.69 6.29 6.83
Finance (Materiel) 6.03 6.55 3.89 423
Finance (Paying/Collecting) 1.26 137 -0- -0-
TOTAL EXECUTION COST $65.00 70.62 $16.94 18.40

Table 1.2. Summary of AFLOGMET Personnel Cost Findings with Inflation Adjustments
1.3.2 Identify NSN(s) for Statistical Analysis

To adequately make statistical comparisons between the USAF test population and the DLA
central system, the study team further reviewed the reduced scope of 172 items in order to select
the most comprehensive range of items common to both DLA and the USAF which were
"active" during the test window. By stretching out the calendar to include FY92, FY93, and
FY94, the study team identified 131 NSNs which had buys that could be compared to USAF
local purchase. Consequently, there were 41 items that had to be excluded since their buy
history was too old for comparison on a statistical basis (refer to Figure 1-3).

DLA ITEMS BOUGHT
BY USAF

NO BUYs

COMMON SET OF NSNs

NOTE: NO BUYS refers 1o iteme NOT bought by DLA during test

Figure 1-3. Range of Items Compared in Test For Purchase Price
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Finally, to statistically compare response times between the local system and the central system,
we had to select those DLA managed NSN(s) which were both bought and delivered locally, as
well as, having had centrally submitted requisitions. Surprisingly, we found that only 94 of the
131 NSN(s) experienced central requisitions during this timeframe (see Figure 1-4).
Consequently, an additional 37 NSNs were excluded since no statistical comparisons could be
made due to lack of data during the test period.

DLA ITEMS WITH CENTRAL REQUISITIONS

NO CENTRAL
REQUISITIONS

7

4

COMMON SET OF NSNs

Nots: No Central Requisifione Means That These DLA
Items Experienced No Demande From DoD Customers

During the Test

Figure 1-4. Range of Items Compared in Test for Response Times

1.3.3 Analysis Approach

Essentially, a non-parametric statistical assessment using the Wilcoxon Test was employed to
evaluate both price and delivery performance on the core set of NSNs (94 items) which were
"active" in both DLA and USAF. Adherence to quality issues were verified directly between
USAF and DLA. Lastly, total system costs were compared directly by projecting USAF actual
costs across those DoD activities which purchased the same set of core NSNs (94 items) and
contrasting the projected system cost with the actual historical total system cost.




SECTION2
TEST RESULTS

This section provides a synopsis of the results of the test. These results are in terms of
comparisons with the central system (performance and price) for items that had both local
purchases and central requisitions. Additionally, we have assessed implications of the test with
respect to item quality requirements. Finally, the study team has projected the test results across
the central system. This was accomplished for the range of test items in order to estimate total
cost impacts to the DoD in the event that these items would be managed as local purchase items.

_For the performance analysis, timeliness was assessed for both a straight average and a weighted
average response time for the 94 NSN(s) that comprised the common comparison set. Only the
number of local purchase buys and central requisitions were taken into account when calculating
the average response times for the straight average for each of these NSN(s).

The quantity purchased was used in the calculations for the weighted average for each NSN. For
the price analysis the weighted average local purchase price was used for the local purchase unit
price and the standard unit price at the end of the test (September 1994) was used for the central
unit price.

2.1 TEST ITEMS OVERVIEW

One of the areas that the DLA study team examined was to review the degree to which each of
these Air Force Components (Active, Reserve, Guard) utilized the local purchase option (refer to
Figure 2-1). Here it is quite evident that the lion's share of purchases were being made under the
Phase -II by the Active test sites (almost two-thirds) as would be expected since this component
represented eighteen of the twenty-three test sites. However, this was not the case in the Phase-I
analysis, where the Reserve and National Guard represented only three of the ten test sites, but
accomplished fully 60 percent of the buys (refer to Report No. DLA-94-P10227 for details).

AR NATIONAL GUARD

Figure 2-1. USAF Component Breakouts for Buys in Phase-II




One additional distinction that should be considered prior to reviewing test results deals with the
mix of NSNs that were bought under the test which were managed by DLA as stocked items as
opposed to non-stocked items. Here one finds that the majority of NSNs (70 percent) that were
purchased over the duration of the test were for stocked items. Additionally, as you examine the
total local purchase Phase-II data, this trend continues with the majority of USAF purchases (72
percent) used to obtain an item that was managed as a stocked item by the central system. This
overview is portrayed in Figure 2-2.

DLA NSNs BOUGHT REQUISITIONS
IN TEST BY USAF
NON-STOCKED NON-STOCKED
30% 28%

70%

Figure 2-2. DLA Stocked Versus Non-Stocked Items in Test

2.2 PERFORMANCE

In assessing timeliness for the test buys, the USAF experience under local purchase consistently
indicated that response time (elapsed time from requisition submittal of the item order to item
receipt) was statistically no better than under the central system. This was found to be true
across all requisition priorities. Additionally, this situation (local buy not out-performing central
buy) held true even when the requisition had a high priority (Issue Priority Group (IPG) I).

The study team employed the Wilcoxon statistical test to compare local and central requisition
response times pairwise by NSN for both the straight and weighted average times. This test
consistently indicated that buying at the local level was not statistically faster than obtaining the
item through the central system. The test was conducted for two cases. The first case dealt with
all requisitions and did not distinguish between requisition priorities, whereas, the second case
looked only at high priority (IPG I) requirements. In the second case only items with high
priority central requisitions and high priority local purchases were included. Recorded in table
2-1 are the results of this analysis. Given the test results (shown for both straight and weighted
average), clearly the local buy option did not out-perform the central system. This may also be
observed in table 2-2 which establishes confidence intervals (95% level) for both cases in terms
of days. Figure 2-3 portrays a graphical representation of these same confidence intervals.
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DATA CASE 1 ' CASE 2
CATEGORY ALL REQUISITIONS HIGH PRI REQUISITIONS

Local Sample Size 103 60

Central Sample Size 8197 , 2624
Number of NSNs 94 55
Statistical Results Inconclusive Inconclusive

Table 2-1. Statistical Evaluation of Timeliness.

CASE SAMPLE  LOWER BOUND POPULATION  UPPER BOUND
CATEGORY SIZE (DAYS) MEAN (DAYS) (DAYS)
#RQNS  #NSNs

All Requisitions 103 94 23.6 323 41.1
Local

All Requisitions 8197 94 19.8 204 20.9

Central

High Priority 60 55 - 170 28.2 394
Requisitions
Local
High Priority 2624
Requisitions
Central

Table 2-2. Confidence (95%) Intervals for Timeliness (Days).




Case 1: All Requisitions Case 2: IPG | Requisitions

Days Days

“® Upper “* Upper

40 40+

35 Mean 35+

S0 301 Mean

25 Upper 26} Upper

20{ Lower  —gMeen) 0| yMeen

Lower

15+ 151 Lower Lower

0 e Central 0 oca Central
¥NSNs [ #NSNs [
#Local Rqns 103 #Local Rqns 80
#Centrel Rqns 8197 #Central Rqns 2624

Figure 2-3. Response Times - Case Means with Confidence Intervals

23 PRICE

In examining price differences between local and central buys over the same range of items, the
study team looked at making two comparisons. The first case assessed the as-reported local buy
and central requisition data excluding the processing costs associated with executing the local
buy or central requisition. This contrasts with the second case that compared costs on a more
"level playing field." This was accomplished by including local processing costs (for both local
buys and central requisitions as developed and reported by AFLOGMET) within the local cost
data and the central requisition data. However, although we have attempted to develop a "level
playing field" by including AFLOGMET costs, it must be kept in mind that the central system is
still "burdened" with the cost of maintaining item specifications.

In both cases we observed that the local purchase option was not statistically different from the
central system cost. These findings were developed for those purchases that were executed by
both the local and central system during the same time period in which the test was conducted.

The study team again employed the Wilcoxon statistical test to compare local and central
requisition costs pairwise by NSN using weighted average local purchase unit price and central
unit price. The local inflation adjusted processing cost burdens ($70.62 per local buy and $18.40
per central requisition) were also weighted by the quantities purchased to calculate the weighted
average processing cost burdens by NSN for local buys and central requisitions, respectively, for
the second case.

What was observed in the first case (local costs excluding processing costs) was that there was
no statistical difference between local and central for the 94 NSNs which had DLA price history
for both the beginning (FY94-1) and close (FY94-4) of the test, as well as, an identical
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unit-of-issue. Further, for the second case (adding the weighted average personnel cost burdens
to the respective unit prices), we found that there was still no statistical difference.

In addition to looking at price performance on a statistical basis, the DLA study team has
reviewed individual items for price reasonableness. On a specific item (NSN 1680011793845,
Sliding Spline Assembly for the B1 Bomber), the Air Force requested (refer to "Local
Procurement Test Program Phase IT" report listed in Appendix A) that DLA evaluate the
apparent high price. What we learned from our review is that this NSN is a Consumable Item
Transfer (CIT) from the Air Force as of October 1992. Additionally, since the item was
transferred with adequate on-hand assets, DLA has not purchased this item. Consequently, the
pricing information represents the purchase price data that was passed to DLA at the time of

“transfer. We suspect that the price is as high as it is since it is likely that the Air Force
purchased the item under "Initial Spares and Repair Parts" (ISRP) for the B1 Bomber. This item
has been referred to the appropriate item manager for price updating.

24 QUALITY

In Phase-1, there were thirty NSNs bought by test bases that did have item specifications. With
regard to item quality (to include special packaging requirements), we could only presume that
the purchasing and receiving staff at the air bases had the expertise to determine that they did
purchase an equivalent item. It is our perception that properly verifying item quality represents
a significant workload at the base which was not included in the AFLOGMET personnel
processing costs.

Since Phase-II extended the range of items that could be purchased locally, the ability to verify
product quality requirements became more critical as compared to Phase-I and had the potential
to raise safety issues. During Phase-II, the items with specifications were identified by the
USATF test bases and DLA staff could then verify whether or not the purchasing staff adhered to
specifications when purchasing such items. As it turned out, only fourteen NSNs had
specifications (see table 2-4). In each case, the local purchasing staff correctly identified the
specifications and purchased an equivalent item. DLA staff at Columbus (DCSC-VER) was
responsible for reviewing quality and specification issues, conducting the quality analysis and
verifying that the local staff had properly identified the specifications and had purchased an item
that met requirements. :

In summary, our assessment of the quality issue was limited to reviewing the items which were
purchased under the test that were DLA managed and which did have item specifications. We
found that there were fourteen (14) NSNs that were bought by the test bases that did have
specifications (see table 2-4). Although item quality was not compromised by the test bases, it
is our perception that this labor represents an additional workload at the bases (to properly verify
product quality.) These costs were not included in the AFLOGMET personnel overhead costs
for base personnel. '
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NATIONAL STOCK NO.
. AIRDUCT

4720005641413
4730003594717
5961012069447

6140012661633
9150001912772
2840003562583
3110002837451

3110004970254
3110004986989
3110006061842
5320010428898
5330011484783
6145010986361
9540004883962

ITEM NAME

SWIVEL FITTING
SEMICONDUCTOR

T-37 BATTERIES

OIL 10 W MIL 2104C
HOUSING, BEARING
BEARING, BALL, DUPLEX
BEARING

CUP ROLLER BEARING
Cup

PIN-RIVET THREADED
PACKING, PREFORMED
POWER CABLE

1" ANGLE (ALUMINUM)

COMDTY GROUP SPECIFICATION TYPE

MILSTD WITH QPL
COMMERCIAL SPEC, SAE
MILSTD WITH QPL
MILSPEC WITH QPL
MILSPEC WITH QPL
QAP & OEM DRAWING
QAP & OEM DRAWING
MILSTD WITH QPL
MILSTD WITH QPL
MILSTD WITH QPL
QAP & OEM DRAWING
OEM DRAWING

QAP & OEM DRAWING
MILSTD

Table 2-3. Items Bought Under Test with Product Specifications.

25 SYSTEM COSTS.

To extend test results across the entire DoD system, the study team first evaluated the test buys
to determine which NSNs bought under the test represented DLA managed items. In addition to
being items managed by DLA, the items also had to have prices for both the beginning and end
of the test (to assure that the item was under continued management), to have units-of-issue that
were consistent between local and central buys, and lastly to be NSNs that both DLA and the
USAF purchased and supplied during the test period. This reduced the set of items to 94 NSNs
for evaluating costs. It was against this reduced range of items that the total system costs were
estimated.

To accomplish the development of the total system cost, the study team extended the USAF cost
experience across the central system and compared those results to the actual costs recorded by
the central system. In making this comparison, we found that historically the central system
incurred costs of $3.1 million (this workload covered 348 new procurement receipts and 8,197
requisitions for the same range of selected items). This contrasted with a projected system cost
of $3.5 million if the USAF cost experience on these NSN(s) had been extended across the DoD
system for the same range of items. Consequently, we estimate that the additional cost to the
system would have been $0.4 million for this very limited range of items that were actually
purchased under this phase of the test. Lastly it should be again noted that the local system has
not been burdened with the personnel cost to maintain and verify item specification
requirements.
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SECTION3
CONCLUSIONS

As we noted at the very beginning of this report in the Executive Summary, both Phase -I and
Phase-II have very limited sample sizes. Consequently, any conclusions that are rendered must
be viewed under the same limitations. Extension of these statistically limited results to a broader
mix of NSN(s) is not warranted. That having being said, our basic conclusions are the
following:

* Local purchasing did not outperform the central system for the Phase-II test. Instead,
/it was the central system which performed "better" for this limited sample. Further, there was no
statistical difference in the price when making comparisons item by item. Additionally, local
purchasing was estimated to be more expensive than the central system when the local test
results were extended across DoD for the same range of items over the same time period.

* Now, when considering item product specifications, we concluded that the items
purchased that had specifications were properly purchased by the test bases. However, the
personnel cost involved with verifying these specifications were not included in the
AFLOGMET cost survey. Had this cost been properly captured at the base level, the increased
cost of executing a local purchase to account for product specifications and item quality would
have increased further.

* We concluded that if the results from the earlier Phase-I Test are included (refer to
Report No. DLA-94-P10227 listed in Appendix A), then management can support the
proposition that local purchase is at times faster. Hence, from a readiness perspective, the local
purchase option should continue to be permitted on an emergency need basis. However, this
will likely result in higher overall costs for the system.

3-1




SECTION4
RECOMMENDATIONS

Overall, managing an item through the central system has been demonstrated to be less
expensive and more efficient. However, there are times (¢.g., as shown under Phase I of the test)
when an item may be obtained faster through a local purchase. Consequently, we recommended

the following:

* To support meeting readiness objectives, emergency local buys should continue to be
permitted under the DFAR.

* To support wartime planning and item pricing analysis, all local buys of IMM items
should be reported quarterly by Service MAJCOM(s) to the appropriate IMM Agency.
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AAC
AFLMA
AFLOGMET
ANSI
C
CIT
CONUS
-DCSC
DESC
DFAR
DFSC
DGSC
DIDB
DISC
DLA
DoD
DORO
DPSC
E
G
GSA
I
ICC
ICP
MM
IPG
LGS
MAJCOM
MILSPEC
MILSTD
MMSL
NSO
OEM
QAP
QFD
QPL
SPEC
SSC
UMMIPS
VER
WSDC

APPENDIX B
GLOSSARY

Acquisition Advice Code

Air Force Logistics Management Agency
Air Force Logistics Management Engineering Team
American National Standards Institute
Construction Commodity Items
Consumable Item Transfer

Continental United States

Defense Construction Supply Center
Defense Electronics Supply Center
Defense Federal Acquisition Regulation
Defense Fuel Supply Center

Defense General Supply Center

DLA Integrated Data Bank

Defense Industrial Supply Center
Defense Logistics Agency

Department of Defense

DLA Operations Research Office
Defense Personnel Support Center
Electronic Commodity Items

General Commodity Items

General Services Administration
Industrial Commodity Items

Item Category Code

Inventory Control Point

Integrated Materiel Manager

Issue Priority Group

HQ USAF, DCS/Logistics, Directorate of Supply
Major Command

Military Specification

Military Standard

HQ DLA, Materiel Management, Supply Management Policy Group
Numeric Stockage Objective

Original Equipment Manufacturer
Quality Assurance Provisions

Quarterly Forecasted Demand

Qualified Product List

Specification

Supply Status Code

Uniform Materiel Movement and Issue Priority System
Value Engineering Readiness

Weapon System Designator Code
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REPLY TO
ATTN OF

. SUBJECT:

TO-

DEPARTMENT OF THE AIR FORCE
HEADQUARTERS UNITED STATES AIR FORCE
WASHINGTON DC. .

HQ USAF/LG
1030 Air Force Pentagon
Washington DC 20030-1030

Local Procurement Test Program Phase II

See Distribution

1. After months of extensive planning and staffing, the Air Force
is ready to commence testing of the attached Local Procurement ‘
Test Program Plan for Phase II. This initiative -ihcreases the
wing commander's flexibility to deal directly with parts suppliers
and manufacturers. Vice President Gore's Defense Performance
Review (DPR) initiative identifies enabling actions to allow
commanders and managers access to all sources of common. supplies
and services in order to obtain best vealue products. 'The DPR

initiative lends even greater credibility and importance to the
potentiel gains of this test program.

2.

The Local Procurement Test Program Phase II empowers
commanders to procure consumable items, pertaining to aerospace
support equipment, communications-electronics equipment, vehicles,
aircraft, missiles, and space systems, when it is judged to be in
the best interest of the government due to availability, cost, or
quality. Local management decisions to procure items must be
sensitive to stock fund issues and Congressional restrictions.
Twenty-three test bases will commence testing on 1 Oct 83 through

30 Sep 94 and the major objectives of the test are empowerment,
competition, and greater support.

3. Top management support of the Locazl Procurement Test Program
is essential in achieving test objects.* I'm confident the Air
Force can count on your total commitment. Our POCs are Mr. Allen

Beckett, DSN 224-3548; Mr. Jerome Yates, DSN 227-2369; and Ms.
) red Reed, DSN 225-2531.

2 Atch

1. Distribution List .
2. Test Plan '
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'DISTRIBUTION LIST

HQ AFMC/CV ' _
4375 Chidlaw Road, Suilte 2
Wright-Patterson AFB OH 45433-5006

HQ AMC/CV
402 Scott Drive, Unit 3EC

Scott AFB IL 62225-5310 .

AFRES/CV
155 2nd Street
Robins AFB GA 31098-1635

. USAFE/CV

Unit 3220 Box 385
APO AE 09094-0385

HQ AFSPACECOM/CV
153 Paine Street
Peterson AFB CO 80914-1300

HQ USAY/LGM/LGMM

1030 Air Force Pentagon .
WASH DC 20330-1030

HQ AFMC/LG/LGI/LGS/LGM/SEF/D0O0/
FMB/PKO/XRMA/LGSSW/FMBSG
4375 Chidlaw Road, Suite .6

Wright-Patterson AFB OH 45433-5006

BQ AMC/LG/LGS/LGM/LGC/LGSMS
402 Scott Drive

Scott AFB IL 62225-5363

AFRES/LG/LGS/LGM/LGC/LGSMP
155 2nd Street

Robins AFB GA 31098-1635

AETC/LG/LGS/LGC/LGM/LGSPP
1850 First Street West
Randolph AFB TX 78150-5000°

USAFE/LG/LGM/LGS/LGC
Unit 3050 Box 105
APO AE 09094-5000

DLA-DORO

Defense General Supply Center
8000 Jefferson Davis HWY
Richmond VA 23297-5082

EQ ACC/CV
205 Dodd Blvd, Suite 207
Langley AFB VA 23665-2791

HQ AETC/CV
1 F Street, Suite 1 :
Randolph AFB TX 78150-4324

ANGRC/CV
3500 Fechet Ave
Andrews AFB MD 20331-5157

- PACAF/CV

10 Hickam Court, Bldg 2094
Hickam AFB HI 96853-5252

HQ USAF/LGS/LGSW
1030 Air Force Pentagon
WASH DC 20330-1030

SAF/AQCO/AQCS
1060 Air Force Pentagon
WASH DC 20330-1060

HQ ACC/LG/LGS/LGM/LGC/LGSM
130 Douglas St Ste
Langley AFB VA 23665-2781

ANGRC/LG/LGS/LG/LGC
3500 Fechet Ave
Andrews AFB MD 20331-5157

HQ AFSPACECOM/LKLS o
150 vandenberg St STE 1105
Peterson AFB CO 80914-4400

PACAF/LG/LGS/LGM/LGC
25 E St. STE I326°
Hickam AFB HI 96853-5427

Defense Logistics Agency
DLA/MMSLR

Cameron Station
Alex VA 22304-6100




DISTRIBUTION LIST

AFLMA/LG/LGC/LGS/LGM
502 Ward Street
Maxwell AFB, Gunter AFB AL

HQ AFIC/LE/LESS
102 Hall Blvd
San Antonio TX 78243-7030

GSA, FSS/FML
washington DC 20406
ATTN: Doug Miller

OC-ALC/FMIRB

Larry Dunkle '
3001 Staff Dr, STE 2AC196A
Tinker AFB, OK 73145- 3005

SA-ALC/FMIP

Titian Titzman

485 Quentin Rosevelt RD
SGE 6, BLD 171

Kelly AFB, TX 78241-6425

WR-ALC/FMICR

Mel Redmond A

480 2nd Street, STE 200
Robins .AFB, GA 31098-1640

pefense Electronics Supply
Center (DESC)

ATTN: DESC—Directorate of

‘Supply Operations

1507 Wilmington Pike
Dayton, OH 45444-5000

Defense Industrial Supply
Center (DISC)

ATTN: DISC—Directorate of
Supply Operations

700 Robbins Avenue
Philadelphia, PA 19111-5096

36114-3236
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WR-ALC/LBL

* 265 Ocmulgee Court

" ATTN:

Rob;ns AFB GA 31009-1647

SM-ALC/TI/TIE
4235 Forcum Ave, Bldg 620

‘McClellan AFB CA 95652

‘O0-ALC/PKDAA

Karen Clark.
6020 Gum Lane
Hill AFB, UT 84056

' SM-ALC/FMIC-1

Bob Dennis
3237 PeaceKeeper, STE 21

McClellan AFB, CA 95652-
1006

Defense Construction
Supply Center (DCSC)
ATTN: DCSC-Directorate
of Supply Operations

P.O. Box 3990 )
Columbus, OH 43216-5000

Defense General Supply
Center (DGSC)

ATTN: DGCS-Directorate of
Supply Operations
Richmond, VA 23297-5000

Defense Logistics Agency,
HQ

Diann Dailley, -
MMSLR

Cameron Station
Alexandria, VA 22304-6100
DSN: 284-4012
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48 FW/LGS, Lakenheath
Mr. Sherrod

Unit 5210 Box 180

APO AE 09464-0180
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TSgt Hansen

14171 West Starfighter St
Luke A¥B, AZ 85309-1869

171 ARW/LGSP
CcMSgt Harmon

Bldg 110 Rm 104 Mustang Dr
Pittsburg IAP

Coraopolif, PA 15108-4816




DISTRIBUTION LIST

114 FS/LGS

Capt Feick ..

Kinsley Field ‘
Klamath Falls, OR 97603-0400

934th Logistics Group

. Steven Smith

760 Military Highway
Minneapolis, MN 55450-2000

116 FW/LGSP
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LOCAL PROCUREMENT TEST PLAN -
PHASE II-

OBJECTIVE

Further increase the flexibility of installation commanders to
locally procure centrally managed Expendability, Recoverability
Repairability Category (ERRC) coded XB3 and XF3 items which are
used on aerospace ground support equipment, communications-
‘electronics equipment, vehicles, aircraft, missiles, and space
systems. XB3 and XF3 items are noncomplex repair parts and
supplies which are managed by the Air Force, DLA, and GSA.

BACKGROUND

In 1988, changes were made in the way installation commanders
could acquire centrally managed items. These changes emanated
‘from DoDD 4001.1, Installation Management and the DoD Federal
Acquisition Regulation Supplement (DFARS). Commanders can now
approve some local purchases provided such actions are.in the best
interest of the government in terms of quality, timeliness, and
cost. The result has been increased flexibility for both
organizational and wing commanders. In addition, wing commanders
have the authority to approve local procurement of centrally
managed items when an emergency exists. However, exclusions are
included in the DFARS that were not in DoDD 4001.1. These
exclusions limit the ability of the installation commanders to
respond to changing requirements. One such exclusion is "items

directly related to the operation of a weapon system or its
support equipment".

BOUNDARIES

Inclusion Items: ERRC coded XB3 and XF3 items pertaining to
aerospace ground support equipment, communications-electronics
equipment, vehicles, aircraft, missiles, and space systems.

Exclusion Items:

a) Items requiring nuclear/special weapons certification

b) Depot recoverables (XD2)

c) Items of a dangerous nature such as Munitions/commercial
explosives as specified in AFM 67-1, Vol I, Part One, Chapter 8.

d) Special security characteristics

e) Safety critical items as determined by the Air Logistics
Centers (ALCs) Item Manager (IM)/Equipment Specialist (ES) team.

SCHEDULED TEST DATES

1 October 93 through 30 September 94
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SCOPE OF_ TEST

Bases will be selected from each of the following major commands:
AMC, AFMC, AFRES, ATC, ACC, USAFE, PACAF and the Air National

- Guard. .

REFERENCES

DODD 4001.1, Installation Managemént , ,
DFAR 208.7003-1, Assignment Under Integrated Materiel Management

AFM 67-1, Supply Manual, Vol I, Part One; Vol I, Part II, Chapter
2; -and Vol Two, Part Two

EXPECTED BENEFITS - -

Benefits should result from better responsiveness, lower cost, and
equal/better quality of the items procured under the test program.
Ideally, other benefits include higher mission capable rates from
a decrease in the number of mission capable (MICAP) incidents,
lower costs associated with local procurement, and shorter

pipeline times for local purchases vice wholesale order and ship
times.

~

| PROCEDURES

Activities are authorized to locally procure, at their option, any
centrally managed, Service (Air Force, Army, Navy), DLA or GSA

XB3 or XF3 items which are commercially available, provided such
actions are judged to be in the best interest of the government in
terms of the combination 6f quality, timeliness, and cost.

This test empowers the commander to expedite procurement of items
when the normal source of supply is unacceptable due to
availability, cost, or quality. By circumventing the routine
logistics system, however, the commander takes on a new
responsibility. safety of flight, for example, is of paramount
importance. It is recognized that the technical experts are the
maintenance technicians at wing level, and the depot engineers,

item managers and equipment specialists at the ALCs.




‘It is imperative that the commander establish local procedures

involving the unit's "chain of command" that ensures the following
are considered

a) Local purchase items meet or exceed MIL-SPEC requirements
(refer to DO43).

b) Procure items from approved/certified manufacturer or
vendor/seource of supply..:

c) HAZMAT procurements are coordinated with the Base
Environmental Engineer.

d) For Aircraft, Missile, or Space System items, mandatory

coordination with the Air Logistics Center Item Manager/Equipment
- Specialist Team.

e) Source of Supply informed of local procurement (Phone
call or Fax)

The approval, submitted by the organizational commander/designated
representative, should address quality, timeliness, and cost.
However, it is not necessary that every factor be advantageous.
For example, timely delivery may outweigh costs when mission
requirements are considered. The approval should also state that

the item does not fall into any of the categories of materiel
excluded by this test.

The base customer is responsible to research item application for
aircraft, missile, and space system LP procurements. The
customer, with the assistance of base supply, shall coordinate
- with the ALCs IM/ES team to identify item applicability, approved
vendors, and military specifications. ALC IM/ES teams and DLA/GSA
IMs have a maximum of five working days to provide any information
as to why the LP should not take place (poor quality parts from
source, part does not meet Mil-Spec...etc) for aircraft, missile,
or space systems. All information should be documented on Data

Collection items #14 & #15 by base supply and passed on to the Air
Force Logistics Management Agency (AFLMA).

Base supply is responsible for processing the request to include
determining the availability of assets, identifying approved
vendors, military specification requirements, if a suitable
substitute exists (on-hand stock, to include suitable substitutes,
will be issued versus local purchase), assigning the appropriate
stock number, etc. Supply will assist the customer, when
requested, in any technical way necessary to correctly document
the request. For example, supply will be required to interrogate
DO43C to identify approved vendors for aircraft, missile or space
system items. Base supply will record the appropriate demand and
consumption data for stock leveling purposes. The request will
then be forwarded to operational contracting office. Supply will
forward a copy of the contractual document (provided by
contracting after they have processed the request) to a central

point identified at each of the z2ir logistics centers (ALCs) and
supply centers (DLA). :




The operational contracting office is responsible for procuring
the XB3 or XF3 item and verifying approved vendors. The
contracting officer will review the local purchase'request to
ensure the justification is included and wa
For items assigned for .integrated materiel management (IMM), the
documentatior/waiver request requirements of DFAR 208.7003-1 still
apply (Note: Effective 31 December 1991 the DFAR included the
following change: deleted the requirement for review an
one level above the contracting officer fo
petween $1,000 and $5,000).

d approval
r local purchases

when necessary, payment of a higher price than originally
estimated or evaluation of the quality of a new source will be
coordinated with the user and technical experts pefore final
acquisition. Contracting will provide & ‘copy of the contractual

document to Base Supply. The following:information must be
included within or attached to the contractual document.

a) Manufacturer's name and model or part number

b) National stock number or schedule number and special item

~ number (i.e., 6711B, special item 195-2)

c) seller's name and address

d) actual price paid

e) warranty conditions, when appropriate, or quality
assurance data

f) any other pertinent information.

cach of the air logistics centers (ALCs) and supply centers (DL%)
will establish a central point where bases can forward these
contractual documents. “The central point will receive and
distribute them to the applicable item manager.

‘The Air Force Logistics Management Agency (AFLMA) will conduct en

analysis of the data collected during the test. To help
facilitate the data collection and the analysis, the major
commands should direct the test bases to use one of the 1issue
exception codes designated for thelr use. Each base 1s required .
to forward information collected manually for analysis to AFLMA/

LGC, Gunter AFB AL 36114, DSN 596-4085. AFLMA will prOVide a
format to collect test data.

rrants local purchaSe;~AAﬁ




DATA COLLECTION

A supply/maintenance/contracting study group should be established
to monitor the program during the test. 1In addition to the
responsibilities identified under the test methodology, the group
~should track the number of occurrences when local purchase is used
to order centrally managed items and the dollar values in
comparison to the costs when ordered from established sources of
supply. 1In addition,-lead times for the local purchases should
also be tracked for comparison to established order and ship
times. The following information, must be documented for each
transaction processed under the rules of this test plan.

1 National Stock Number

2 Noun

3 Source of Supply
4 OQuantity

5 Priéé Paid

6 Extended Dollar Value (Line 4 x Line 5)
7 Standard Price (Item Record or SNUD)
8 Extended Estimate (Line 4 x Line 7)

9 Difference (Line 6 Minus Line 8)

10 Estimated O&ST Days (From Item Record in SBSS)

11 Actual O0&ST Days (From Contracting Contractual document)

12 Difference (Line 10 Minus Line 11)

13 Date Copy of Contractual document Mailed to Source of Supply

14 Did item (s) meet or exceed Mil-Spec/drawing requirements?

If not provide rationale.

15 Document negative and positive intangible benefits, 1.e.

procurement backlogs, delays in approval from item manager for
items over the funding limits, etc. Also document any details
viewed as significant yet cannot be quantifled




16 Document ahy item discrepancies and maintain reports of item
discrepancies for post evaluation .purposes.

17 Recommended changes to AFM 67-1.

Supply'should also monitor pre-test, test, and post-test MICAP
rates. Contracting personnel should monitor areas such as

increases in.work load, on-time contract awards, average local
purchase lead times, etc.

OTHER INFORMATION

Work loads may increase as a result of this test. It is important
that functional areas monitor the increase as accurately as
possible. For test purposes, manpower” standards will not be
affected. The data collected to support the increased work load
will then be available should the test be approved as Air Force
policy and should the manpower standards need adjusting.

on-hand stock, to include suitable substitutes, must be issued
before establishing backorders. Minimum order quantities will be
a factor the customer should address in determining the cost
advantage for local purchase. supply will not stock or be
responsible for any excess quantity between the minimum order
quantity and the customer's requirement.

The International Merchant Purchase Authorization Card (IMPAC)
WILL NOT BE USED TO PROCURE ANY ITEM INCLUDED IN THIS TEST.

To the fullest extent possible, national stock numbers should be
used in lieu of "L" or "P" numbers. This ensures proper
consumption is recorded and demand data updated accordingly.
Establish memo due-outs (with TEX code 7) and source of supply
routing identifier. Using special requisitioning procedures,
"SPR" in the due-in with "JBB" routing identifier and link to the
due-out document number in columns 67-80. Local purchase status
(LPS) will follow and change the price to the local purchase
price. 1If SNUD passes a price change during the year on a
national stock number under the test, the due-out release can be
reverse posted and reprocessed with the local purchase price.

All test bases will fund items through their stock fund.

The test program is not intended to bypass the Stock Fund or
circumvent any Congressional restrictions. Local management
decisions to procure items must be sensitive to these parameters.

AFM 67-1, Vol 1, Part One, Chapter 8, Para. 54 (6), is partially
applicable to this test program. The central procurement item
manager will not provide reimbursement funds for local purchases
of Air Force managed items during the test. :
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The following identifies ALCs, DLA's and GSA's supply centers
central points of contact where contract documents will ‘be
forwarded after items are local purchased

OC—ALC/FMIRB

Larry Dunkle _

3001 staff Dr, STE 2AC196A
Tinker AFB, OK 73145-3005
DSN: 336-2549

FAX: 336-5169

SA-ALC/FMIP

Titian Titzman

485 Quentin Rosevelt RD
SGE 6, BLD 171

Kelly AFB, TX 78241~ -6425
DSN: 945-6467

FAX: 945-7343

WR-ALC/FMICR

Mel Redmond

480 2nd Street, STE 200
Robins AFB, GA 31098-1640
DSN: 468-3831

FAX: -(912) 929-5594

Defense Electronics Supply
Center (DESC)

ATTN: DESC-Directorate of
Supply Operations

1507 Wilmington Pike
Dayton, OH 45444-5000

. Defense Industrial Supply
Center (DISC)

ATTN: DISC-Directorate of
Supply Operations

700 Robbins Avenue
Philadelphia, PA 19111-5096

GSA, FSS/FML :
Washington.-DC.20406 -
ATTN: Doug Miller
Comm: (703) 305-7299
Comm: (703) 308-0190

- DSN:

O0-ALC/PKDAA

Karen Clark

6020 Gum Lane

Hill AFB, UT 84056
DSN: 458-4115
FAX: 458-0064

SM-ALC/FMIC-1

Bob Dennis '
3237 PeaceKeeper Way, STE 21
McClellan AFB, CA 95652-1006
DSN: 633-4740

FAX: 633-5850

Defense Construction Supply
Center (DCSC)

ATTN: DCSC-Directorate of
Supply Operations

P.O. Box 3990

Columbus, OH 43216-5000

Defense General Supply
Center (DGSC)

ATTN: DGCS-Directorate of
Supply Operations -
Richmond, VA 23287-5000

Defense Logistics Agency, HQ
ATTN: Diann Dailey, MMSLR
Cameron Station

Alexandria, VA 22304- 6100
284-4012

Comm: (703) 274-4012




The following - is a li

645 SUPS/LGSPT’
Jody Taylor
1940 Allbrook Dr

wright Patterson AFB, OH 45433-5306

DSN: 787-2409
FAX: 513-1057

SA ALC/TIDBSP

Lupana Perez

430 Jackson Rd Room 275
Kel}y AFB, TX 78241- -5312
- -DSN: 945-7911

FAX: 945-1366

650 ABW/LGSPP

Ron Anderson

120 N. Rosamond Blvd
Edwards AFB, CA 93524-8680
DSN: 527- -2719

FAX: 527 3035

3SUPS/LGSP

‘Capt Houseal

21882 Grape St

Elmendorf AFB, AL 99506-4425
DSN: 552-4515

" FAX: 552-2786

28 SUPS/LGS

Ms. Spillers

1600 Tinker Dr, Suite 1
Ellsworth AFB, SD 57706-4721
DSN: 675-4585

FAX: 675-2056

319 SUPS/LGSA

Mr. Jonely

400 Eielson

Grand Forks AFB, ND 58205-6124
DSN: 362-3623

. FAX: 362-4311

49 SUPS/CC

Mr. Resendez

280 E. Delaware

Holloman AFB, NM 88330-5000
"DSN: 867-3101

FAX:  867-7953

c-15
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347 SUPS/CC

Mr. Lash

4380 A Alabama Rd :
Moody AFB, GA 31699-1794
DSN: 460-3356

FAX: 460-2645

554 SUPS/CC

Mr. Adams

6155 -McGough Pkwy'
Nellis AFB, NV 89191- 7254
DSN: 682-2113

FAX: -682-7781

55 SUPS/CC

Mr. Williams

MBD 4038

106 Peacekeeper Dr, Ste 2N3
offutt AFB, NE 68113-4038
DSN: 271-3445 . el

FAX: 271-6310

48 FW/LGS, Lakenheath
Mr. Sherrod

Unit 5210 Box 180

APO AE 09464-0180
DSN: 226-3175

FAX: 226-3009

52 FW/LGS, Spangdahlem
Maj Ribuffo

Unit 3665

APO AE 09126-3665

DSN: 452-6058

FAX: 452-6400

" 12 Supply SQ/LGSM ™~

Lt Rovka

395 B Street West Ste 01
Randolph AFB, TX 78150-4524
DSN: 487-2743

FAX: 487-2544

58 Supply Sq/SUP
TSgt Tyquengeo

14171 West starfighter St

Luke AFB, AZ 85309-1869
DSN: * 853-6993/6200
FAX: B853-6555




325 Supply Sg/LGSMC
‘TSgt Schings

859 Florida Ave ~ |
Tyndall AFB, EL 23403

DSN: 523-2203
FAX: 523-2368
116 FW/LGSP

CcMSgt Rohner

‘1651 Perry St -

Dobbins ARB, GA 30069-4812
DSN: 925-4637
FAX: 925-4732

108 AWR/LGSP

cMsgt Dzurinko

3369 Wonnacott Ave

McGuire AFB, NJ 08641-5406
DSN: 440-2738/2903

FAX: 440-3207

114 FS/LGS

Capt Feick,

Kinsley Field

Klamath Falls, OR 97603-0400
DSN: - 830-6428

FAX: 830-6600

934th Logistics Group
Steven Smith
760 Military Highway

Minneapolis, MN 55450- 2000
DSN: 825-5406
FAX: 825-5379

171 ARW/LGSP
- CMSgt Harmon

Bldg 110 Rm 104 Mustang Dr
Pittsburg IAP

Coraopolif, PA 15108- 4816

DSN: 277-8489
FAX: 277-8663
136 AW/LGS

Lt Col Ankeny
Hensley Field

8150 W Jefferson Blvd
Bldg 1404

Dallas, TX 75211- 9570
DSN: 874-3562

FAX: 852-3588

SM-ALC/TIEAB

Bruno Hildebrant

4235 Forcum Avenue, Bldg 620
McClellan AFB, CA 95652-1504

DSN: 633-2991
FAX: 633-6272
436 LGS

Dorothy Fleger

639 Everux Street

Dover A¥B, DE 19902-6639
DSN: 445-4966
FAX: 445-2993
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APPENDIX D
DISTRIBUTION LIST

No. of Copies
. Headquarters, Defense Logistics Agency . 10
Supply Management Product Definition

ATTN: MMSLP (COL Donald Klovstad, USAF)

Cameron Station

Alexandria, VA 22304-6100

. Headquarters, Defense Logistics Agency 2
Supply Management Business Management Office

ATTN: MMSB (Ms. Nancy Miller)

Cameron Station

Alexandria, VA 22304-6100

. Headquarters, Defense Logistics Agency e 2
DLA DPR Program Management o

ATTN: MMSLP (Mr. Willis Drake)
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