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Brief Description: 
The Navy Supply Management Business Area performs inventory management functions that result in the sale of aviation and shipboard consumables and reparables, fuel, general use consumables including subsistence material, and publications and forms to a wide variety of customers. All costs related to supplying this material to the customer are recouped through a stabilized price. This stabilized price includes a surcharge to cover costs such as inventory losses, transportation, obsolescence and cost of inventory management supply operations including, but not limited to, civilian labor, military personnel at supply activities, a portion of the Headquarters costs related to inventory management, the receipt and issue of Department managed material and Department owned retail material at distribution depots, and the depreciation of capital assets.  

The Department benefits from the operation of this business area in two ways: (1) a single inventory of parts supplies for all customers with lower investment, and (2) reduced purchase costs through bulk material purchases and centralized management.

Operations costs for the following activities are funded in the Supply Management Business Area:  

· Naval Inventory Control Point, Mechanicsburg/Philadelphia, PA

http://www.navicp.navy.mil/
· Fleet and Industrial Supply Center, Norfolk, VA

http://www.nor.fisc.navy.mil/
· Fleet and Industrial Supply Center, San Diego, CA

http://www.sd.fisc.navy.mil/
· Fleet and Industrial Supply Center, Puget Sound, WA

http://www.puget.fisc.navy.mil/
· Fleet and Industrial Supply Center, Jacksonville, FL

http://www.jax.fisc.navy.mil/
· Fleet and Industrial Supply Center, Pearl Harbor, HI

· Fleet and Industrial Supply Center, Yokosuka, JA

http://www.yoko.fisc.navy.mil/
Due to the decisions announced through the BRAC III and IV process, FISC Guam closed in FY 1997 and FISC Oakland will close by the end of FY 1998.  In FY 1997, the Logistics Support Activities group merged with the Supply Management Business Area due to decreasing size.

Navy Supply Management Business Area History:

The Department of Defense (DoD) guidance began to generate changes for all DoD Components with initiatives on cost per output in 1989.  Decisions by the DEPSECDEF on reducing supply system costs took major steps toward total cost visibility with the customer paying for investment items as well as depot repair of those items and paying increased prices of materials to cover Inventory Control Point (ICP) operation costs.

A February 1991 decision on DoD financial systems, established the Defense Business Operations Fund (DBOF), now the Navy Working Capital Fund (NWCF), by combining five industrial funds, four stock funds, and some Defense Agency type functions into a single revolving fund.

The Navy Supply Management Business Area of the NWCF represents functional areas which previously were financed in the Department of the Navy Stock Fund (DONSF).  In FY 1992, DONSF operations were incorporated into the DBOF, now the Navy Working Capital Fund, under Supply Management -Navy.  For enhanced visibility, the operations were subsequently divided into the three separate business areas:  Supply Management, Distribution Depots, and Logistics Support Activities. 

In FY 1997 Marine Corps supply management became a separate business area.  Due to refinement of functions and force reduction, the Navy Logistics Support Activity (LSA) and the Navy Distribution Depot Activity (DD) merged with the Navy supply management business group in FY 1196 and FY 1997 respectively.  The former LSA provides for the management of miscellaneous supply related services to afloat and ashore customers in specific geographic regions, included, but not limited to, contract management reviews, large and small procurements in support of fleet units, and port services for docked ships.  The former distribution depot business area provides for the management and operation of the distribution function at the Fleet and Industrial Supply Centers (FISCs) at Pearl Harbor, HI and Yokosuka, JA.

Primary Outputs:

During budget formulation, resource levels for the Navy supply management business area are determined by a thorough review of Naval force support requirements a lead time in the future.  In budget execution, unit cost is used as a management tool to determine how well the business area is doing in relation to budgeted levels and to adjust to changing requirements.  The primary output for the Navy Supply Management Business Area is cost per dollar of sales, and is calculated by dividing the total cost of doing business by gross sales during the current fiscal year.  Annual Operating Budgets (AOBs) provide official management unit cost goals at the Service/Agency level.  The Navy supply management business area must perform, in total, at or below this unit cost goal.  Below the business area level, costs are divided into budget projects for separate commodities such as shipboard consumables, aviation reparables, operating costs and others.  Although one of the budget projects may be operating over the goal, others may operate below the goal.  
Financial & Workload Systems:

Operations costs for this business area are tracked primarily in the DBMS.  Wholesale materiel costs and workload (gross sales) for the Navy are recorded in the Materiel Control Financial System (MCFS), and these data for retail are recorded in the Uniform Automated Data Processing System (UADPS-E&F).  

Effectiveness Measures:

Data for the measurement of operational performance is available from two sources including the Navy Budget Estimates Submission (BES) and the Chief Financial Officers (CFOs) Statements.  Performance data are provided to measure three aspects of ICP performance including:

· The fill rate (sometimes known as supply availability)

· The frequency of Quality Deficiency Reports (QDRs) and Reports of Discrepancy (RODs)

· The length of time required by the ICP to take corrective action to resolve discrepancies





Navy Supply Management—3

