INVENTORY MANAGEMENT TRANSFORMATION

Concept of Operations

Principle objective:  

Align inventory management (IM) functions in support of the Navy’s Transformation efforts, based on analysis of supply functions performed at both the wholesale and retail levels of supply.  Emphasis will be placed on eliminating redundancy, adopting best practices that may be shared across the enterprise, integrating with our supply chain partners, and pursuing a single national inventory (SNI) strategy. 

Key performance metrics:
· Best practices identified and shared across the NAVSUP claimancy.
· Material availability
· Average customer wait time
· Net cost savings generated
Concept of operations:

The key to the inventory management transformation is achievement of a SNI strategy in which inventory management for individual items is limited to the minimum number of sites.  Process and procedures will be reviewed with the intention of consolidating inventory management to the maximum extent possible.  

Commander, FISCs will assess IM and inventory accuracy (IA) functions for potential savings under Transformation.  These functions were removed from the FISC’s Retail Supply A-76 studies, and FISC Commanders are committed to achieving a 40% reduction in staffing for these IM/IA functions.  A portion of these savings will be achieved through the Wholesale Cog Migration (WCM) initiative.  Navy WCM will reduce the FISC workload associated with Unreconciled Balances (URB), Master Stock Inventory Record (MSIR) maintenance and bounceback management for their local Defense Depot sites.

Two major areas of emphasis for attaining internal NAVICP IM efficiencies are streamlining operations, and reducing potentially duplicative efforts by increasing NAVICP reliance on its supply chain partners.  Streamlining operations involves eliminating functions, realigning functions internally, and reducing levels of effort.  Some examples are eliminating or reducing analysis and reports; decentralizing, reducing or eliminating operational support functions; and restructuring operational support codes.  The result of this streamlining will be to rebalance workload between NAVICP and its supply chain partners.  

In concert with the Virtual SYSCOM initiative, the ACOS for Industrial Support (IS) is partnering with local FISCs and associated industrial activities for material management.  Naval Air Systems Command (NAVAIR) estimates a potential savings of 37 FTE through combining material management functions with the FISCs.  The specific functions to be included in this effort are being negotiated.  This effort presents an opportunity to further improve inventory management practices at these locations with improved parts availability.

Process changes:

Actions are underway to implement WCM.  Impact on FISC workload has been identified, and determination of the effects on related NAVICP workload is ongoing.  The planned implementation schedule is:


Puget Sound
20 Jun 03
Pearl Harbor    
15 Aug 03


San Diego
11 Jul 03
Yokosuka         
29 Aug 03


Jacksonville
25 Jul 03
Norfolk
12 Sep 03

The greatest potential for savings lies in the realization of Single National Inventory (SNI).  In the long-term, achieving a SNI is envisioned using an Enterprise Resource Planning (ERP) solution.  Pending full implementation of the ultimate ERP solution for SNI, NAVICP is pursuing U2/UICP Legacy Convergence as an interim solution that has the potential to achieve near-term SNI-related Transformation savings. The degree to which U2/UICP Legacy Convergence can be pursued is under evaluation.

A NADEP-FISC Memorandum of Agreement (MOA) is currently in development to flesh out the partnering initiative.  This MOA will include personnel affected, implementation dates, and A76 implications.  Similar arrangements will be pursued with other industrial activities as the NADEP partnerships are finalized.

Principle Customers:  
· Operating forces
· Navy industrial activities
· Hardware Systems Commands
Short-term objectives:     

· Revise FISC A-76 Performance Work Statement to remove IM functions 

· Establish FISC "best practices" forum

· Identify best practices to share across the FISCs

· Develop industrial MOAs 

· Conduct weekly transformation meetings at NAVICP

· Finalize NAVICP reduction plans 

· Execute targeted personnel reductions
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