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INTRODUCTION

Consolidation of functions from regionalization or transformation efforts can present significant challenges to organizations.  How to effectively mitigate these challenges needs to be analyzed and factored into each consolidation or transformation plan.  Organizations, which fail to appropriately develop a strategy to address the negative impacts presented by consolidation efforts, will likely suffer a loss to organizational creativity, corporate knowledge, customer service, and productivity.  Each of these will have a direct impact on mission readiness.

ENVIRONMENT 

The scenario used for this discussion involves the classic consolidation of functions from separate locations into a larger regional office.  These separate locations could be within a reasonable commuting distance of the regional location, but under current regionalization initiatives associated with claimant consolidation, these locations also include over the horizon (OTH) activities, which add to the complexities of the consolidation effort.  The consolidation effort does not necessarily mean that the separate locations to be consolidated will be closed entirely.  This is one of the determinations that will be required to be made as the consolidation plan is developed.

PROPOSAL

Efforts to consolidate functions can have a tremendous benefit to organizational budgets.  The main challenge is to implement this action without impacting or sacrificing mission readiness.  The following discussion will address challenges presented by consolidation efforts and attempt to identify possible methods of mitigating these challenges during the consolidation or transformation effort.  Throughout the discussion examples of previous consolidation efforts will be used to illustrate the issues addressed.  It is hoped that this discussion will aid in the development of future consolidation plans.

COST-BENEFIT

This paper is not intended to provide a detailed analysis of the cost savings consolidation efforts can obtain.  Rather, the intent of the following discussion is focused on strategies that need to be considered in a consolidation effort to maximize the full cost-benefits without sacrificing the elements of customer service, corporate knowledge and creativity, productivity, and readiness.

IMPLEMENTATION STRATEGIES

· Customer Service Strategy
Evaluating whether or not a reorganized structure should have a fully staffed function, merely a liaison office, or a virtual storefront has a major effect on customer service.  This determination of the end-state must consider the following questions.  In doing so, the command will be able to identify approaches to accomplish the goals of the re-structured function efficiently while maintaining responsiveness to the customer.

1. Who controls the process or the function that is being affected by the re-structuring? 

2. Who is the customer of this service/function?

3. Can this function be successful as a smaller unit servicing the same number of people?  

4. Can the customer be serviced with a single person to act as liaison between the customer and the reorganized function?  

Another method used to consolidate a function is by instituting a “virtual” support function.  The question to ask is whether or not the function can be accomplished through an IT interface with the customer?  In this day of technology, a virtual support function may be the most cost effective method of reorganizing, but it may not be the most customer support oriented.  Situations may require a human being to answer a question, fix a problem or process paperwork that cannot be addressed any other way.

Addressing customer service may also include streamlining the processes involved to compensate for the reduced staff.  Methods of analyzing the function for streamlining should include analysis by the staff that performs the function as well as surveys to the customers.  This method encourages suggestions from customers that would be helpful to them, and encourages staff members to be proactive about the inevitable change to the way they do business.

In the PWC-FISC case study, customer service was impacted very little.  The function that transferred contained many processes.  The staff transferred with the function causing no loss of customer service.  Customers may have been confused initially, but with good communication by the transferred function, that confusion dissipated.  In keeping with the goals of the PWC-FISC partnership, the processes will be periodically revaluated to ensure they are providing the most efficient service possible with a continued cost savings to the organizations involved.     

· Strategy to Retain Corporate Knowledge and Creativity
An organization’s knowledge capital is one of its most important assets.  The value of intellectual property is in its use, not in its costs.  Indiscriminate discarding of knowledge as an enterprise asset has its origins in theories that claim that only capital assets increase the productivity of labor.  Productivity and creativity come from knowledge capital aggregated in the employee’s head in the form of useful training and organizational-relevant experience.  Knowledge capital can be viewed as a stream of expenses that have helped an organization become more effective over a period of many years.  Knowledge capital does not only reside exclusively in the heads of employees.  It also occupies the mind of customers who have expended their own time and money to become habituated to the mission support provided by the organization.    

In today’s fast-spaced society, an entity’s knowledge base is quickly becoming its only sustainable competitive advantage.  As such, this resource must be protected, cultivated and shared among entity members.  Research has shown that there are usually one or two key knowledge jobs in an organization that are the focal point of any attempt to use knowledge more effectively.  If the workers in this key job create, use or share knowledge, the rest of the organization will benefit greatly.    

If an individual’s learning, insights or experience are explicitly captured in a way that can be shared with the rest of the organization, then it becomes part of the organizational knowledge base.  We are dealing with knowledge loss resulting from staff changes caused by people leaving an organization through consolidation.  These changes result from voluntary and involuntary retirements, reassignment and relocation of personnel either within or outside the organization, and promotion.  

Four ideas to retain as much corporate knowledge and creativity as possible follow:  

1.  Mentoring/Coaching:  These methods have grown in popularity within the past few years.   Tacit knowledge can be passed effectively.   It provides a valuable learning opportunity to “give back” to the organization.   It allows newer employees to grow without learning the hard way and creates bonds between mentors/coaches.     

2.  Sharing Best Practices:  The ability to use the tested and proven knowledge of other organizations has improved customer service and resulted in implementation of improvements with greater speed and reliability.  It must be remembered that best practices are suggestions, not mandates.  What is appropriate for one organization may not work as well in another.  These practices can be shared both formally and informally.  Methods of sharing include intranets, knowledge portals, and roundtable discussions. 

3.  Sharing Lessons Learned: This allows your organization to tap the experiential knowledge of your members that will be leaving or moving to new positions inside the organization.   Lessons learned are simply statements by individuals or teams identifying knowledge gained.   These lessons reflect cause and effect and the sharing usually occurs in a larger group setting.  The lessons should reflect successes and mistakes, as we often learn more from failures.     

4.   Documentation:  This is likely to be the most tedious method of reducing loss of corporate knowledge.  Although tedious, if done properly, this method can harness and harvest knowledge in a way that allows for replication and preservation of this invaluable asset for perpetuity.   Although documentation takes time to accomplish, when compared to the time it takes to rediscover knowledge the amount of time it takes to document a situation becomes insignificant.  The intranet is not only a powerful communication medium but can also serve to store knowledge.   Any organization that can figure out how to give its people the organization knowledge they need at the time they need it can position itself to compete more effectively and succeed much faster.   

Any enterprise will build an increasing competence and ability to produce and deliver products and services with higher knowledge content than previously possible by improving access to knowledge and organizing work to facilitate application of that knowledge.   The enterprise should experience faster organizational and personal learning by better capture, retention, and use of innovations, new knowledge and knowledge from others and from external sources.    

· Transition Strategy

How an organization transitions in a consolidation effort can determine the severity of impacts on productivity and customer service, which can obviously lead to impacts to readiness.  Implementing a significant change to an organization will have an impact on productivity as personnel require time to adjust to new processes, tools such as IT systems intended to streamline processes, and organizational structure that may indicate new reporting chains of command.  Likewise, the service customers were previously accustomed to experiencing will change and, therefore, will need to be considered as an impact in transition planning.  There are basically two way of implementing a change in an organization, quickly or slowly.  

A. Short Duration Transition

A short duration transition may be applicable for certain situations that may not require significant organizational or process changes.  The obvious benefit of a quick transition is the immediate implementation of the change, which will allow the new organization to immediately begin functioning with the new process and benefiting from potential cost savings.  This type of transition may be highly effective for implementing a new IT management system, which has a high reliability for ease of implementation and use.  In the PWC-FISC case a relatively short transition of 3-6 months was effective because the function was transferring wholesale to another organization at the same location.  The time for transition merely needs to be of sufficient length to allow personnel to adapt to the new command structure and some new processes.  Unfortunately, most transitions, which pose a significant change to an organization’s personnel structure, processes or locations, are not quick to implement and risk impacting readiness and/or customer service.

B. Phased or Long Duration Transition

A phased transition can be an effective way of implementing a change without making a significant impact to productivity or readiness.  Changes that can be planned and allow for personnel to train/adapt to new processes will minimize the loss of productivity expected in an organization.  In a consolidation scenario where remote locations are to be organized under a regional command, personnel will likely encounter changes in the chain of command, organizational staffing, and processes.  Each by itself will pose an impact to the organization’s productivity, but the combination of the three will definitely slow an organization’s response to its mission unless the changes can be phased.

Stage 1: Adapt to the new command structure:  The first change to implement in a phased transition is convert to the new command structure with an approach that leaves the existing remote locations in an “as-is, where-is” state.  This will allow the affected organization to adapt to new contacts and establish relationships using existing processes.   The change to the new command structure may have an informal phase where personnel begin communicating prior to the official formal change of command ownership.

Stage 2:  Implement process changes:  New processes will not only help streamline service which will lead to the ability to reduce staff at the remote locations, but will also help consolidate information collection for the new command structure.  This might involve the implementation of new IT management systems to centralize management of financial, inventory, or other information data.  The consolidation effort might very well be the crucible to implement technology upgrades to organization processes, which have been postponed in past years.

Stage 3:  Implement applicable staffing reductions/relocations:  Once the command structure is fully in place and new processes functioning correctly, staff reductions/relocations can be started.  This stage should be supported with a functionality assessment to analyze and determine the staffing requirements required at remote sites and at the consolidation site.  Postponing this stage to the end will aid the organization in making the transition with a staffing level likely higher than the anticipated end-state.  In some situations where consolidation efforts are being implemented in concert with privatization or out-sourcing efforts, the reduction of organizational billets should be implemented in synchronization with the privatization/out-sourcing schedule.  

An example illustrating this longer duration transition is the Family Housing Claimant Consolidation occurring in FY02-03.  In this situation housing offices within designated regions were consolidated under a Regional Program Manager.  This involved over-the-horizon housing offices and relocation of housing program management functions from NAVFAC Field Divisions.  The changes were implemented with a phased strategy, which minimized impact to customer service and staff productivity.  The initial phase introduced the new command structure to affected organizations.  Numerous coordination meetings established strategies for transitioning processes under the new consolidated structure.  On 1 October 2002, the official change occurred and new processes already learned and in place, were started.  Staff relocations were phased over a 6-month period and were offset from other significant milestone dates.  Staffing reductions at local housing offices were delayed until a functionality assessment can be completed to determine the final end-state.  This delay of staffing reductions allowed the consolidation to occur without sacrificing customer service, which is essential to family housing operations.

C. End state

The resulting end-state must be envisioned early even if not fully defined.  Early communication with affected organizations and unions will help personnel adapt to the coming changes without severe impacts to productivity.  While postponing staffing changes to the end of the transition will help minimize impacts, this cannot always be controlled, as personnel will be interested in looking for new jobs if anticipating that their position will be eliminated or relocated.  

RECOMMENDATIONS

Consolidating functions to save costs is vital to organizational efficiency.  The question is not whether to consolidate or not, rather the question is how can it be done with minimal impacts or losses to customer service, corporate knowledge, and organizational creativity and productivity, all of which lead to impacts to mission readiness. To implement an effective consolidation effort an organization must develop the following strategies into their plan.  There are many overlapping aspects of these strategies, which will only help ensure potential impacts are addressed:

· Customer Service Strategy – How will customer service be maintained during and after the consolidation effort?

· Is there a need for customers to interact “in- person” with staff personnel?

· Can a “virtual” environment support the needs of the customer?

· Can the needs of the customer be met through process streamlining rather than function restructuring?

· Strategy to Retain Corporate Knowledge and Creativity – How will the consolidation affect our human resources?

· How can an over-the-horizon office be effectively supported by a consolidated main office?

· How can knowledge loss from staff reductions be mitigated?

· What knowledge must be retained?

· What are your key knowledge jobs in the organization?

· Transition Strategy – How will the consolidation effort be implemented to minimize impacts to productivity and customer service?  Consideration must be given to the time required to:

· Implement processes changes

· Shift methods of customer interaction

· Determine end-state personnel requirements

· Implement personnel changes

· Implement changes concurrently or non-concurrently to minimize impacts to ongoing operations

APPENDIX A

Excerpt from Consolidation Proposal for PWC and FISC Yokosuka material acquisition function.
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APPENDIX A – Consolidation of PWC and FISC Yokosuka Material Acquisition

INTRODUCTION

Partnering with the Public Works Center is not a new concept for FISC Yokosuka…originally developed five years ago…it was rejected by PWC due to the concern of losing it’s identity during this process.  Five years later we revisited this process with the added incentive of having COMNAVFORJAPAN providing incentive to partner.   The below analysis shows that a partnership between the Material Department at PWC and FISC would provide a cost savings and additional benefits while maintaining or improving the level of material support to PWC.  

Further, the recommended process improvements contained herein provides for improved material support services to the PWC Maintenance, Utilities, and Transportation (MUT) core business lines. Areas, and yields the greatest value in the receipt, warehousing and distribution processes. 

· Need #1:  In order to maximize the opportunities and innovation present with the Regional Facilities Management System (RFMS), PWC must further reorganize its Material Support business line to delivery quality service support across the organization with less internal management resources. 

· Need #2:  As the Chief of Naval Operations charts the way ahead to reduce shore installation operating budgets; PWC must position itself to exclusively deliver services centered on its core competencies.

As a result of a jointly conducted feasibility study with PWC Code 800, several industrial material support service improvements/alternatives to include cradle-to-grave material management, optimized warehouse usage, and leveraged industrial support infrastructure, were determined to provide for increased service efficiency and effectiveness, removal of material support service redundancies within the fence line, and further alignment of regional resources and facilities.   

ENVIRONMENT

Regionalization of Material Management supports the CNFJ Strategic vision:  Deliver world-class support to our Forward Deployed Naval Forces.  A successful PWC/FISC partnership helps realize this goal.  Properly aligning regional resources, equipment, and facilities, as well as centering operations on its core competencies will better position both organizations positioned to support the COMNAVFORJAPAN strategic vision; satisfy customer needs; and exceed their expectations.  Moreover, by eliminating service duplication, total operations cost per transaction will in effect be lowered, thereby saving the Navy valued financial resources.

· Goal #1:  FISC will to provide material support services in accordance with any PWC-defined performance metrics and service level standards.  In the event functional area measurements are not established, FISC will, during the project implementation phase, establish a joint Integrated Product Team to determine appropriate performance measurements that will indicate operational success for the material support division of the Industrial Support Department. 

· Goal #2:  FISC will to provide material support services to PWC at lower total operating costs (including material procurement costs).  Incremental savings have been projected (see cost summary).

· Goal #3:  FISC will use Maximo/U2 interface to facilitate interoperability between the systems to improve the transfer of material procurement data into and out of the Navy Supply System.   
· Goal #4:  FISC will leverage existing resources within its Industrial Support Department to provide around-the-clock logistics solutions for stateside procurement that will reduce premium services costs incurred from Prime Vendor material purchases.

· Goal #5:  FISC will increase visibility of regional excess material through Residual Asset Management for the Public Works Team, Japan, lowering material procurement costs for all PWT customers.

· Goal #6:  FISC will affect positive change management to implement the new organizational structure with effective written and oral communication describing the transition process to all stakeholders. 

· Goal #7:  FISC will build flexibility into the implementation plan to allow for unforeseen changes and improvements based on up-to-the-minute information.
PROPOSAL

PWC Yokosuka was officially commissioned on 1 July 1965.  It evolved from the Public Works Department of Commander Fleet Activities, Yokosuka.  The functions of PWC Yokosuka were expanded in 1967 when it was given responsibility for housing management and maintenance in Yokohama.  This resulted from a consolidation of the Navy Housing Activity, Yokohama with the PWC on 1 July 1967.  In 1987, as part of the PWC Corporate Improvement Plan, the reporting senior for the Commanding Officer was changed from the Commander, Pacific Division, Naval Facilities Engineering Command to the Commander, U.S. Naval Forces, Japan (COMNAVFORJAPAN).

PWC Yokosuka is under the technical direction of the Naval Facilities Engineering Command exercised through the Commander, Pacific Division, Naval Facilities Engineering Command.  The Commanding Officer also reports to COMNAVFORJAPAN as the immediate superior in command.  OICC FE reports directly to Commander, Pacific Division, Naval Facilities Engineering Command.

The mission of PWC/OICCFE is to plan and deliver innovative, best value solutions to Commander, U.S. Naval Forces, Japan and other clients.  We do this by providing responsive, reliable, high quality and cost-effective public works services.  This includes utilities, environmental, transportation, engineering, facilities contracting services, shore facilities planning and all other logistic support of a public works nature required by the operating forces, shore establishment and other commands served by the Public Works Center.   PWC/OICC services Navy, Marine Corps and Department of Defense commands throughout Japan.

With the establishment of the RFMS Business Lines, material support (C800) now serves as a staff code that services the remaining business lines.  Because of PWC’s matrix organization, the duties and responsibilities of C800 can be delivered through a supply chain outside the organization and effectively managed as a demanding customer as opposed to an encumbered manager.   The service of material management does not have to be owned in order to be controlled. 

The PWC Command has a complex and critical function in supporting the Navy way of life and the military readiness of our nation.  PWC Yokosuka supports the people and the platforms that make a forward deployed Navy possible.   Tenant commands rely on PWC to provide pier service, power, roads and quality housing.  The managers who operate these business lines need quality material support to make it happen.

The PWC Material Department consists of a Requirements Division (Procurement, Customer Service, Requirement/Inventory), Operations Division (Transportation Shop Stores, Receiving/Storage), and Environmental Protection Division.  Customers include all PWC C500 (Maintenance), PWC C600 (Utilities), PWC C700 (Transportation), Construction Battalions, Housing, and CFAY Self-Help.

PWC Material Department provides the planning, coordination and management of material/supply function to ensure customer support and economy of operations.  This includes: (1) performing the purchasing function within delegated authority including buying/ordering supplies and services using BPAs, purchase orders, delivery orders and government credit card purchases. (2) Assuring accountability of all material in the shop store (MSI) and staged material for specific and minor jobs.  This encompasses receipt/quality assurance inspections, custody, warehousing, issue, loading, transportation and inventory control of all material, equipment and supplies needed to effectively support the activity mission, (3) advising the Production Officer and other elements of the PWC on all matters concerning procedures, regulations and statues pertaining to material management, procurement, storage and disposal.

COST BENEFIT

FISC’s marketing plan focuses on the military customer in the Western Pacific.  FISC will grow its current market share of material management by tasking Supply Officers to evaluate prospective customers for fit and future value.  The command engages and informs the customer through one-on-one interviews that come about when FISC Supply Officers visit customer and prospective partners to assess needs.  FISC also has an active LSR (Logistics Service Representative).   FISC brings the government vendor to the customer through events like the Business Expo held on base. 

PWC Code 800 has been chosen as a high value prospect based on their location, the similarity of their current material functions to FISC's core functions, and the trained workforce already in place.  PWC material managers indicate that the RFMS process will likely increase the volume of PWC material requirements.   Though this study has not quantified the potential for an increase in the volume of transactions regionalization has a greater potential to increase rather than decrease volume.

Customer needs and satisfaction surveys are part of how FISC Yokosuka maintains a customer relationship.  As a FISC customer, PWC will communicate needs and concerns to FISC Liaison Representatives assigned to the PWC customer.

DOD and Government organizations that perform a FISC-type material or logistic function that will benefit from partnering with FISC Yokosuka.

PWC has a material function that would realize better overall utilization if operated by FISC.  FISC has suggested a reorganization that will remove up to 12 people from the material function

PWC uses Material Management to support core competencies while the same function is a FISC core competency.  Prior work with PWC Code 800 has indicated a willingness on the part of PWC to move ahead with some type of partnership.

FISC will simplify the material function for the PWC customer and has more resources dedicated to material management process improvement.

PWC will save money and should realize over time a reduced cost per transaction.
	Ongoing Annual Costs
	

	Supervision (Replaced with Lieutenant or Lieutenant Junior Grade)

Other Salaries and Wages (22 MLCs x $5,000 + 1 GS-9 ($60,000)

Allowed Time

Telephone Services

Electricity

Steam

Water

Sewage

Janitorial Services

Pest control Services

Use of PWC Transportation Equipment

Refuse

Materials and Supplies

Purchase of Office Furniture and Equipment

Purchase of Shop Equipment

Equipment Rental

Maintenance and Repair to Building

Maintenance and Repair to Grounds

Repair of Office Furniture and Equipment

Maintenance and Repair of Shop Equipment

Rearranging of Facilities

Emergency Service Work

Travel/Mileage Claims

Training

Printing & Reproduction

Unallocable Costs

Inventory Adjustments

Excess Material & Material Losses

Environmental

Labor Distribution Variance

Station Support Costs

ADP Support Costs
	$60,000

$170,000

$1,000

$11,000

$20,000

$15,000

$2,000

$3,000

$24,000

$2,000

$15,000

$7,000

$13,000

$2,000

$18,000

$10,000

$55,000

$2,000

$1,000

$10,000

$1,000

$4,000

$8,000

$7,000

$1,000

$6,000

$2,000

$2,000

$6,000

$7,000

$57,000

$38,000

	Total Ongoing Yearly Costs:

Ongoing Monthly Costs
	$580,000

$48,333


Included is the detailed cost/benefit analysis for the project.  The costs for the development, operations and on-going maintenance of the project vs. the benefits are summarized for a 5-year period.  

	Description
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5
	Total

	Total Costs
	$580,000
	$580,000
	$580,000
	$580,000
	$580,000
	$2,900,000

	Benefits
	$265,000
	$196,000
	$0
	$0
	$0
	$461,000

	Net
	$315,000
	$384,000
	$580,000
	$580,000
	$580,000
	$2,439,000

	Ratio
	0.46
	0.34
	0.00
	0.00
	0.00
	0.16

	ROI
	46%
	34%
	0%
	0%
	0%
	16%


IMPLEMENTATION STRATEGY

FISC proposes the implementation of a combined Industrial Support Department that will service the Public Works Center and the Shipyard Repair Facility by leveraging available resource capacity within FISC code 500.  FISC will provide superior customer service at lower operating costs to PWC as a Third Party Logistics (3PL) service provider for all industrial support requirements.  

· Strategy #1:  In the interest of maintaining the current NAVFAC inventory stocking objectives, FISC suggests financial sponsorship of said material be retained by PWC.  FISC item managers will perform all ordering, replenishment, and retention in accordance with current PWC guidance. FISC item managers will meet with PWC warehousing and inventory customers to decide on optimal service options to meet PWC inventory requirements

· Strategy #2: PWC/FISC management team will develop a team approach with functional experts as team leaders who will decide how to integrate people and business practices. 

· Strategy #3: PWC and FISC will jointly develop a POAM to execute all phases of the transformation process.

As the Department of the Navy (DON) begins to position itself to decapitalize its fleet, aircraft, and weapon systems, DON will be called to maintain current operations at lower funding levels.  In response, NAVSUP has chartered Fleet and Industrial Supply Centers to explore partnerships with regional customers to reduce support infrastructure and to increase operating efficiency as a part of its transformation initiative.  Therefore, FISC Yokosuka has responded by developing supply/material support partnership studies with activities within the COMNAVFORJAPAN AOR as a part of its Regional Supply Initiatives.

PWC has taken similar initiative in response to leaderships’ desire to reduce service redundancy and cut costs.  The PWC Yokosuka has aggressively pursued the RFMS (Regional Facilities Management System) to build a seamless service delivery system.  The system will centralize planning, programming and budgeting as well as resource allocation and management system execution.  The head Regional Engineer has set September 2003 as the date for full implementation.

PWC’s goal is to provide world-class facilities management at the highest possible efficiency.  Providing more product and services with lower resource levels has inspired PWC to move to this new way of doing business.  FISC, in its proposal, expresses intent to manage the “material business line” that will support the MUT business lines of the PWC matrix management structure.  This will help provide the same or better service to the PWC material customer at the same or lower cost.  

RECOMMENDATIONS

	SUPPLIER WILL:

ADMINISTRATIVE SERVICES
a) Develop joint policy and procedures with PWC to effectively manage material for all affected departments.  Provide expeditious management procuring PWC requirements.

b) Provide organizational support. Represent PWC at conferences concerning material management.

c) Notify PWC of any substantial changes in management practices.  If a cost change is involved, submit statement of cost impact to PWC in a timely manner.

AUTOMATED DATA PROCESSING SERVICES

a) Any FISC initiated upgrades or computer changes will require coordination with PWC and will be funded by FISC.

b) FISC will provide workstations, peripheral and software for all ISD users.  Maintenance for all hardware and software to be performed by FISC.

c) FISC will fund the replacement of all office ADP equipment.

EQUIPMENT OPERATION, MAINTENANCE AND REPAIR

a) Minor Property Control: FISC will validate and sign for PWC minor property within the control of the FISC ISD personnel.

b) Minor property used by PWC supply personnel will be transferred to and managed by FISC ISD.

c) Replacement and maintenance of minor property transferred to FISC in the partnership will be the responsibility of FISC.

FINANCE AND ACCOUNTING SERVICES

a) Provide cost estimates for FISC ISD based on the established requirements.  FISC ISD will work with the Comptroller at PWC to format these requirements.

b) Provide monthly billing statements for all reimbursable costs.

PURCHASING AND CONTRACTING SERVICES

a) Provide for all normal services related to the procurement of administrative supplies and equipment.  This includes, but is not limited to issuance and analysis of solicitations, negotiations, awards, administration and termination.

SUPPLY OPERATIONS

Material Management Services:
a) Provide material management and disposition for all material held at the PWC warehouse.  FISC ISD should be equal to or better than previous existing service provided by the PWC Material Department within the constraints of NAVSUP policies and guidance.

b) Maintain liaison with PWC program managers pertaining to material management decisions.

Demand Processing/Material Distribution: 

a) Receive and segregate all material in accordance with conditions and types of transaction (DTO/DMI) specifically designated for PWC, ranging from the smallest parts to the largest quantities of raw stock, furniture and machinery. 

b) Process receipts for DTO materials five days a week, with provisions made for after hours and non-workday emergencies.

c) Provide status stock check services in compliance with PWC originators.

Requisition Processing/Bill of Material/Long Range:

a) Provide organizational plans and resources for management of the material support associated with the various product lines at PWC.

b) Provide for the requisitioning, requisition maintenance follow-up, cancellation and coordination of all PWC material requirements.

c) Perform expedite actions to shorten delivery times for critical material by use of fax, e-mail, message and/or telephone.

d) Plan, coordinate and implement material support plans for workload transitioning to or from PWC.
	RECEIVER WILL:

ADMINISTRATIVE SERVICES
a) Develop joint policy and procedures with FISC, Yokosuka to effectively manage material for all affected departments and support requirements. Provide documentation to allow expeditious procurement of parts and services.

b) Notify FISC Yokosuka of substantial changes to workload or maintenance practices that will impact material availability.  Submit a request for any new services.

AUTOMATED DATA PROCESSING SERVICES

a) PWC to provide LAN and Internet connectivity to the desktop.

b) PWC will provide necessary funding for connection to the UADPS system as required.

c) Any receiver upgrades, repairs and/or new initiatives will be funded by PWC.

FINANCE AND ACCOUNTING SERVICES
a) Provide funding for all reimbursable services upon receipt of billing statement to FISC ISD, including overtime hours worked as a result of PWC customer requirements.

b) PWC will continue to fund salaries and benefits for two (2) USCS personnel a Yokosuka until this agreement is cancelled.

PURCHASING AND CONTRACTING SERVICES
a) Provide complete description and/or specification using appropriate documentation.

b) Comply with the supplier's policies and procedures.

SUPPLY OPERATIONS

Material Management Services:
a) Maintain close liaison with FISC ISD material managers to coordinate support and position material in advance of demand when required to support workload.

b) PWC will provide additional funding and/or staffing to support new services, management practices and initiatives, and workload increases agreed upon by the Commanding Officers of FISC and PWC.

c) Allow FISC ISD personnel access to MAXIMO to perform supply management functions and provide MAXIMO user training.

Demand Processing/Material Distribution:

a) Provide space for processing DTO receipts, staging materials and equipment (pallet jacks, dollies and computers).

Requisition Processing/Bill of Material/Long Range:

a) Provide accurate workload forecasts and production schedules for both current and future production workload.


The analysis shows that a partnership between the Material Department at PWC and FISC would provide a cost savings and additional benefits while maintaining or improving the level of material support to PWC.  Based on this, it is recommended that the partnership be approved and implemented via a Memorandum of Agreement to be in affect for a period of two years at which time it will be revalidated.

PWC Yokosuka will realize the following benefits provided by this project:


Provide a cost savings and additional efficiencies while maintaining or improving the level of supply support.


Potential savings of $600,000 through transfer of 12 unfunded personnel to FISC.  FISC would fill funded billets with transferred personnel.


Significant reduction in PWC overhead.


Staff head-count reduction without reduction in service.  Opportunity to convert FTE positions from overhead to core business.


PWC Yokosuka can focus on core business.  Save time and money by eliminating the need to manage Material Department.

Access to increase skill levels through FISC management and staff. - Opportunities for career growth in logistics can be substantially improved by working for FISC.  Working as an employee of an organization whose business is your specialty can yield improved financial benefits.

As your potential new material provider, FISC has the qualified people and proven business processes to meet PWC’s requirement for seamless delivery of product.  FISC’s mission is to provide around the clock worldwide logistics solutions for Navy, Marine Corps, Joint, and Allied Forces in support of National Defense Strategies. The vision:  an evolutionary organization providing optimal worldwide logistics.  We seek to provide "Best Value" Logistics solutions by understanding, anticipating and meeting or exceeding customer needs and expectations.  At FISC “We Make a Difference”.
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