INFORMATION PAPER FOR THE MILITARY READINESS SUBCOMMITTEE

TOPIC: USMC COMPETITIVE AND STRATEGIC SOURCING PROGRAMS

INTRODUCTION:  The Marine Corps views competitive sourcing and other efficiency initiatives as a key element for enhancing the readiness of our operating forces.  We are committed to maximizing efficiencies across the USMC’s supporting establishment using A-76 competitions and our other strategic sourcing tools, such as activity based costing and management (ABCM), wherever possible.  

We are equally committed to protecting our military end strength.  We are currently unable to man completely to our wartime structure.  Any reduction to our end strength would compromise our ability to field and sustain fully capable forces.

These two commitments present the Marine Corps with a set of inter-related opportunities and challenges.  Both A-76 and our other strategic sourcing initiatives provide us with opportunities to:  

· identify supporting establishment billets that we may return to the operating forces and other critical requirements.  (To date we have identified and programmed 2,100 Marines for return to the operating forces.)

· realize savings that we may use for critically needed modernization programs.

These initiatives also provide us with a unique set of challenges since: 

· small, co-mingled military/civilian work force at our bases and stations severely limits A-76 opportunities.

· the need to retain all our military billets creates an additional operations and maintenance funding requirement if we attempt to civilianize or contract significant numbers of military.

Given these challenges, we recognized the need for a two pronged approach to ensure that we achieve the savings we have programmed in our budget to meet critical modernization requirements:

· aggressively pursue A-76 competitions across all the  predominately civilian commercial functions in our supporting establishment

· develop an alternative approach to achieve comparable efficiencies and savings in our governmental functions and in our co-mingled military-civilian commercial functions. 

SUMMARY OF A-76 POSITIONS ANNOUNCED FOR STUDY:

	A-76 
	FY 99
	FY00
	FY 01
	FY 02
	FY 03
	FY 04
	FY 05
	FY 06

	Billets Under

Study 

 
	3,542
	632
	TBD
	TBD
	TBD
	TBD
	TBD
	TBD


The Attachment breaks out these totals by announcement date, location and military and civilian billets.  

All Marine Corps A-76 study announcements are fully coordinated with the local commander and his or her chain of command as to both their composition and their timing.  Many of our local commanders do not like the A-76 process, since it can be painful and unpopular with their employees.  Nevertheless, they also recognize that competition provides a powerful incentive for identifying a more efficient organization and the savings that go with it.  They also recognize that it is in the best interests of the Marine Corps to compete their commercial activities.  It is the competition which drives the savings regardless of outcome.  Thus, our Commanding Officers in the field have led the charge to identify A-76 study candidates and have aggressively pursued their study efforts.

COST OF COMPETITIVE SOURCING AND STRATEGIC SOURCING PROGRAMS:

A-76 PROGRAM:

The Marine Corps has budgeted $11.3M to augment the in-house efforts of personnel conducting A-76 studies.    We have found  that using contract consultants to assist the workforce in the study process is very beneficial.  We continue to rely primarily upon the base and station personnel performing in the A-76 functions under study to conduct the bulk of the A-76 study efforts.  The budget for this support to the local command equates to $2,500 per position announced for A-76 study.  The following table outlines the USMC budget for this effort:

	A-76 
	FY 97
	FY 98
	FY 99
	FY 00
	FY 01
	FY 02
	FY 03
	FY 04

	Consultant  

Costs
	0
	0
	8.3M
	3.0M
	0
	0
	0
	0


The USMC has also budgeted $900K for consultant support to assist the Naval Audit Service in the independent review effort required by the A-76 process.  This independent review of our MEO provides the honest broker therefore adds creditability to the process.

OTHER STRATEGIC SOURCING INITIATIVES:

The Marine Corps has budgeted $17.1M, primarily to purchase Activity Based Costing software and training support and to obtain consultant support for Activity Based Management efforts.  These efforts are primarily focused on those areas that are not readily competed under the rules of A-76.  These costs are outlined in the following table: 

	Software & Consultant Costs
	FY 97
	FY 98
	FY 99
	FY 00
	FY 01
	FY 02
	FY 03
	FY 04

	
	0
	0
	7.9M
	4.5M
	4.7M
	0
	0
	0


SAVINGS FROM COMPETITIVE SOURCING AND STRATEGIC SOURCING PROGRAMS: 

A-76 SAVINGS:
The Marine Corps’ initial A-76 competitions were announced on April 29, 1999.  We will begin completing these A-76 studies in late spring and early summer of this year and will not be able to identify actual projected savings before then.  We anticipate significant reductions in the cost of performing the functions under study.  We are also in the end-stages of awarding a contract for garrison food services.  This contract too should yield significant savings.  More importantly, it will permit us to return 594 Marines to the operating forces to meet more critical requirements, while upgrading our garrison feeding capabilities.

SAVINGS FROM OTHER STRATEGIC SOURCING INITIATIVES:

We realized our FY00 savings target of $9M from our other Strategic Sourcing efforts.  We anticipate significantly higher savings to materialize once our Activity Based Costing Management (ABCM) initiative begins identifying additional opportunities for improvements across the business areas not undergoing A-76 competitions.  We anticipate approximately a 12-24 month lead-time before the initiative begins to pay back our investment with the significantly larger savings needed to meet our projected savings targets.

These initiatives will also identify additional military billets that we can return to the operating forces.  For example, the recent decision to regionalize garrison mobile equipment at our southern California bases, besides reducing costs and investments in high value rolling stock, will return 282 Marines to the operating forces.  Each active duty Marine returned to the operating forces is also one fewer Marine that we need to recruit and train, providing an additional, intangible, albeit very real, savings in both recruiting and training costs as well as in retained experience.  

LESSON LEARNED:

· Support from Headquarters and intermediate commands is vital, particularly, by their recognizing the importance of the initiatives by providing the financial and manpower resources needed for the programs to succeed.

· Leadership and committed involvement of the local command is critical to the success of both A-76 and Strategic Sourcing initiatives.

· The workers need to be provided both the training and the tools, software, etc., to ensure that they can meaningfullyparticipate in the process.

· Consultants can play a useful role in assisting our employees through both the A-76 and ABCM processes.

· Establishing ambitious yet achievable schedules and then adhering to them not only will yield results sooner but will also limit the pain and uncertainty associated with the changes resulting from the A-76 studies and other installation reform initiatives.

OTHER STRATEGIC SOURCING INITIATIVES:

The Marine Corps’ has focused on the implementation of Activity Based Costing systems and Activity Based Management practices across the entire supporting establishment, with an emphasis on areas that will not undergo A-76 competitions.  We expect the improved visibility of both input and output data and the analyses associated with the implementation of ABCM practices to identify opportunities for savings from improving processes and discontinuing unneeded processes.  We also expect the analyses to identify additional opportunities for A-76 competitions and direct conversions to contract performance in the future. 

To date the following actions have occurred:

· Savings goals established and distributed to the installations.

· FY00 savings goal of $9M achieved by implementing various efficiencies at our different bases.

· ABC functional models built at all 16 major USMC installations.

· ABM analysis and training conducted at 16 USMC installations and action plans developed to achieve FY01 savings goals.

CONCLUSIONS/RECOMMENDATIONS:

The A-76 program and the complementary strategic sourcing initiatives represent significant changes to the status quo.  Change, particularly large scale changes in the way one does business, such as that envisioned by the Marine Corps, can be traumatic.  Change at this level is not easy and often not welcomed.  This factor, together with the impact our reform initiatives can have on the jobs of affected Government employees, has surrounded these efforts with some controversy.  The Marine Corps recognizes these issues and is doing everything possible to lessen the impacts of change upon our work force.  But change we must!  We cannot meet our expanding mission requirements unless we take every possible measure to ensure that we are providing our operating forces with the best possible support at the lowest possible price.  Every dollar that is sub-optimized in our supporting establishment is one less dollar that we can spend providing our Marines with the equipment and support that they need and fully deserve.  We ask your continued support of these two, inter-related, vital efforts that will help us ensure our Marines continue to remain ready to fight.  

