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I. Introduction. 

The Senior Executive Committee consisting of SECNAV, OPNAV and Claimant Representatives convened in September 1998 to charter a Commercial Activities Working Group to develop a comprehensive Business Plan for FY 1999 through FY 2005.  The Navy Business Plan provided goals, strategies and enabling tools for Claimants use.  A series of meetings beginning in March 1999 led by Senior Flag Officers furthered refined the Business Plan and provided vision and direction.  This document outlines the Strategic Sourcing Program that has been developed as a broader approach to the previous Competitive Sourcing process.

Currently the Office of Secretary of Defense (OSD) has draft guidance on Strategic Sourcing which articulates current initiatives “to maximize effectiveness, efficiencies and savings throughout the Department of Defense and provide an approach for DOD components to use to meet their competitive sourcing plans.”  Its goal is to allow a larger scope of solutions to achieve efficiencies exempt from current A-76 competitive processes. OSD further states: “This Program should not be interpreted as avoidance or replacement of A-76 and its focus upon fair competitions to achieve both cost efficiency and the infusion of best business practices.”   It is important to remember that  - “A Strategic Sourcing Plan of Action is required and must include the following data for the budget fiscal year: command, function, activity, Unit Identification Code (UIC), location,  (current FTEs/cost), analysis start date, implementation start date/completion dates, and a description of the initiative. and must distinguish between A-76 and other strategic sourcing initiatives, plus define fund consolidation or reengineering plans.”

II.  Strategic Sourcing Vision.

“The reinvention of government begins by focusing on core mission competencies and service requirements.  Thus, the reinvention process must consider a wide range of options, including:  the consolidation, restructuring or reengineering of activities….the adoption of better business management practices,….the termination of obsolete services or programs.”


Office of Management and Budget Circular A-76 Supplemental Handbook
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Background. 

Everything around us involves some sort of change.  Many things are very different now than they were as recently as a few years back, including the way we conduct business.  But progress, while making the actual business of doing business easier, quicker and more efficient, has not always been kind or forgiving.  Recessionary economics, limited and shrinking funds, increased competition, varying political agendas and heightened pressures for further reform have made the terms "budget cuts", "shortfalls" and "unfundeds" almost everyday words.  Yet throughout the Department of Defense, mission and combat readiness are still paramount. OPNAV and CINCPACFLT intends to meet this challenge while maintaining or improving combat readiness and quality of life standards for our civilian and uniformed workforce.  This requires a systematic approach.  The Strategic Sourcing Program is an enduring effort and “business as usual” is not an option.  Fortunately, a number of powerful tools are available to assist commanders in permanently reducing operating costs. 
OMB Circular A-76 establishes Federal policy regarding Commercial Activities (CA) and sets forth procedures for determining whether they should be performed under contract with commercial sources or in-house using Government facilities and personnel.  A-76 savings are achieved by comparing the cost of contracting with the cost of in-house performance to determine who shall do the work.  Certain commercial activities can be directly converted to a more economical contract operation without competition.  However, when A-76 procedures do not apply, other cost reducing methods are required. 

Functionality Assessment can be used to evaluate  “inherently governmental” functions, activities that are not subject to A-76 procedures. FA is a facilitated, business-oriented process improvement method that uses a team approach.  It matches the right business tools with a team of experts who consider all feasible alternatives and better business practices in identifying organizational and process changes that will permanently reduce costs.  It enables functional managers to evaluate “As-Is” business and operating practices and, working with an external team of functional experts during on-site visits, develop initiatives for process improvement, assign “champions” and create and implement a plan to achieve the “Should-Be” organization.  Properly implemented, FA provides a near-A76 process for processes where the more formal A-76 procedures are not applicable.

Success in achieving change rests on leadership.  John P. Kotter, author of Leading Change, says successful change in organizations is 75 percent a leadership process and 25 percent a management process.  The Strategic Sourcing Decision Process determines whether the function or business unit follows the A-76 process or FA based on determination of core and non-core value.  It depends on leadership “buy-in” and empowerment of management, staff and employees for broad-based action.  In addition, it requires a sense of urgency, a guiding coalition with enough power to lead the change, and a vision and a strategy communicated throughout the organization, which can be accomplished through a robust Change Management Process/Plan. 

Change Management can be easily overlooked and not given sufficient management attention if not clearly defined. Training and communication are key, but success needs to go beyond these two aspects. A stand-alone Change Management Process/Plan is needed which addresses all issues for all organizational employees, as well as those impacted by reengineering, functionality assessments and the competitive sourcing initiative. Primary elements will include: Human Relations Operations (HRO), communications, marketing and risk management/assessment plans.  Appendix One is a communication plan template for your use.

The importance of risk management/assessment plans and objectives can not be overstated.  It is imperative that CINCPACFLT, regions and organizations/activity’s determine through the FA process the impact on mission requirements, readiness and retention, while determining the functions to be studies and billets to be competively sourced. According to a government agency risk analysis model and framework, the process of risk analysis involves the merging of scientific assessment, practical management skills and ongoing communication. These components are not independent but overlap and contribute to one another. Risk analysis is normative in the sense that it describes values that are to be protected and standards that need to be applied. This analysis is interactive, requiring FREQUENT communication between risk assessors, risk managers and all stakeholders in the process.  The interaction between parties needs to ensure that all stakeholders are aware of relevant issues, understand current policy directives and ensure that organizational structures are continually updated to ensure that decisions are made with the most current data and information available. Risk analysis involves characterizing and identifying risks in terms of likelihood and the magnitude of adverse effects, expected benefits, fair and equitable distribution of risks and benefits among stakeholders, the identification of options, social perceptions of risk and the identification of who manages versus who pays for risk management. 

Finally and included as a minimum in the Change Management Process/Plans will be plans and guidelines which establish: 

a. The project importance and urgency of Functionality Assessments (FA) strategic objectives;

b. How to ensure/advocate employee commitment;

c. A definition of the current process and its components (AS IS);

d. A plan for process change; marketing the opportunity to improve all aspects of the initiative; 

e. Creating a strategic imperative (TO BE); 

f. Establishing a vision for the new organizational model and Most Efficient Organization (MEO); 

g. The organizational infrastructure redesign and new model; 

h. The transition plan, benchmarking, establishing a risk assessment/ management process/plan;

i. and, formulating the plan of actions and milestones (POA&M).  

REMEMBER: A clearly defined Change Management Process/Plan is the KEY to a successful Strategic Sourcing Program.
This Guidebook outlines the Strategic Sourcing methodology.  Use it to get started.  Let us know how to improve it. 

IV. Strategic Sourcing Decision Tree.  

Re-establishment of the Shore Installation Management Executive Steering Group (ESG) and a working group is critical to the initiation of this process.  The ESG will consist of the Regional Commanders, CINCPACFLT N46 meeting quarterly to reach major decisions on issues affecting multiple regions.  The working group consisting of the Regional Business Offices, CINCPACFLT N462 and other key CINCPACFLT staff  (including N01CP, N12, N46 PMs, N43, and N41) will staff policy and guidance for ESG approval.  The ESG (with issues staffed by the working group) will accomplish all the phases of the Strategic Sourcing Decision Tree.  Additionally, it is recommended that a regional ESG be established which includes members from other claimants in order not to sub-optimize within the CINCPACFLT claimancy and more importantly, misses more significant cross-claimancy potential savings.

CINCPACFLT and the Regional Business Office sets the stage for this process by informing and educating the Regional Program Managers and staff about the Strategic Sourcing philosophy and ensuring that the intent and methodology of Strategic Sourcing is understood.  (Judging by past experiences, misunderstanding of a concept leads to distrust, skepticism and even non-participation by commands which results in sub-optimization of areas where savings are targeted or expected.)  Senior leadership commitment and buy-in is critical since this is a top-down initiative and depends upon strong leadership to overcome obstacles. This is the time in which the initial dialog is established that sets up the precedence for working teams during subsequent phases as part of the FA process, involving the program managers and gets the CO and key department heads informed and familiar with the process.  The key emphasis is to get the functional staff involved and to establish dialog with which information and concerns are shared.  Concurrently, proposed budget reductions must be clearly communicated to the installations to establish clear, definitive cost reduction goals.  Potential for reinvestment of additional savings and awards incentives should also be clearly defined with the functional program managers. The Strategic Sourcing Decision Process determines by using many tools, whether the function or business unit, after having a thorough FA review, follows the A-76 process or uses other tools available to FA to determine core and non-core value and potential resource savings, Figure 4-0. 
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Business Offices must decide the metrics to be used, for example: cost of function through Activity Based Costing/Management (ABC/M); cost benefit analysis; customer service requirements, Information Technology (IT), etc. Again, the FA overview allows an organization, activity or region, the ability to determine the type of tools to be used for Business Process Reengineering (BPR) and process change/improvement in order to meet reduced budget targets and improve customer service.

The entire process is broken down into four major phases:
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Phase 1 - Identify function.  

Objective.  Phase 1 forms the framework of the functional business unit definition.  It establishes the linkage between the A-76 billet database and the functions that they belong to by fund source and activities being performed.  

Description of Tasks.  For example in the Base Operating Support (BOS) function, business unit definition starts with the linkage of A-76 inventory database billets to the IMAP Core Business Model functions and to their funding source.  This will assist in the analysis of code inconsistencies within functions, between claimants in the same region and between regions in the CINCPACFLT AOR.  Key to establishment of the imperative for change is the identification and definition of stakeholders, issues, impacts to the budget wedge and A-76 billet study targets.

Economies of scale consideration need to be factored in identifying potential functions to be studied to reap maximum benefits. The working group will recommend to the ESG the selection of IMAP Core Business Model functions to be studied based on an analysis of functions with large BOS funding and multiple billets owned by CINCPACFLT.  An additional consideration is that consolidated multi-function studies result in larger savings and efficiency to CINCPACFLT, Region and other activities as applicable. 

Once the decision has been made by the SIM ESG as to the functional groupings, or what we will now refer to as the business units to be studied, a more functionally focused BPR/FA cell consisting of the regional program managers and stakeholders of that particular business unit will be established. This cell will be involved with the working group as part of the data collection process.  The more research and fact-finding done by the working group on the “front end”, the better and more effective the results and outcome (i.e. potential savings) that can be gained.  From the start, there should be a lot of verbal interaction between the regional program managers, CINCPACFLT program managers and other key personnel.  Most of this will be to obtain and clarify information from existing manpower databases at CINCPACFLT and the region, the functional organizational and financial/budget information, including regional organization charts, current staffing requirements, current spending plan including major expenses and expenditures, resources, current major BOS contracts, recent contract cost history.  The information gathered from other regional BOS contracts, IMAP Core Business Model, regionalization initiatives assist in the development of the definition of the business unit. 

The example shown below is from CINCPACFLT/COMNAVREG HI Port Operations Reengineering Study.  BOS contract data for Diego Garcia and Guam indicating which activities were considered as port operations were compared with the IMAP Core Business Model definition and regional program definitions.  CINCPACFLT fund source and funding stream to the region was then identified for each of the activities within the business unit.

       Port Operations Business Unit Definition/Related Functions


              Port Operations Fund Source
Outcome.  The desired outcome of this phase is business unit definitions of related BOS functions.  It is essential that there be an understanding for the imperative for change and an openness and willingness to conduct an honest self-assessment of the business units and an eagerness to do the necessary changes to keep it operating efficiently and economically.

Phase 2 - Need to be performed.  

Objective.  Phase 2 evaluates the criticality of continuing performance of the business unit.

Description of Tasks.  The working group will evaluate the business unit using the IMAP Core Business Model to determine if it is a BOS function.

Outcome.  If the business unit is on the IMAP Core Business Model, then it is considered an essential BOS function.

Phase 3 - Exempt from commercial performance.  

Objective.  Phase 3 evaluates factors including sea-shore rotation, statutory restrictions, regionalization and other concurrent initiatives that could potentially impact the determination of core and non-core functions.

Description of Tasks.  The working group will evaluate the A-76 inventory databases across the CINCPACFLT AOR for inconsistencies in coding, inconsistencies between claimants within a region, timelines for on-going and projected A-76 studies, criteria for determining core and non-core functions and the need and impacts for standardization.

Outcome.  The desired outcome of this phase is a determination of the business unit as a core, inherently governmental, (definitions of what is inherently governmental can be found in the Department of the Navy (DON) 1999/Inherently Government (IG)/Commercial Activity (CA) Inventory Guidance and the Office of Federal Procurement  policy (OFP Policy Letter 92-1, “Inherently Governmental Functions” dated 23 SEP 92,) or non-core (competable) function that is standardized across the CINCPACFLT AOR to the maximum extent practicable. 

Phase 4 – Adequate private sector interest and availability.

Objective.  Depending on the size of the requirement, there are many different ways to determine if there is adequate private sector interest to move further in the strategic sourcing decision tree process.  However, in all cases, the cognizant contracting office should be contacted for a point of contact (contracting specialist or officer as appropriate) to be assigned to the study.
Description of Tasks.   The study team leader will be required to provide a generic description of the requirement the government is interested in procuring.  This is often referred to as a synopsis.  Though more formal guidance will be provided by the contracting office, generally, the synopsis will contain generic information pertinent to the requirement such as the location of the function, a rough description of the work, the order of magnitude of the effort, etc.  The study team leader must work with the contracting office so as to provide enough information to accurately gage the level of interest in the private sector, while not divulging specific information that would otherwise be part of a Formal Request for Proposals (RFP). 

The least formal method to determine private sector interest is doing a market survey and is typically used for small requirements (contracting offices have varying thresholds).  It is extremely important and cannot be over-emphasized that it is very important that a qualified contracting officer/specialists’ advice be sought early in the process to ensure that contracting concerns, questions of liability, post-award protest procedures, etc., be explored and adequately answered. The information from the synopsis is provided to vendors over the phone, at which time the vendor is also asked to express any preliminary interest, or possible further action that may be taken should the government decide to purchase the goods and/or services described in the synopsis.  After the contracting officer/specialist has determined that they are comfortable that there will be adequate competition, upon issuance of an RFP, the market survey is complete.

A more formal method to determine private sector interest is through the issuance of a request for interest (RFI).  To do this, the contracting office will publish the synopsis in the Commerce Business Daily (CBD) as well as on the web, requesting response from firms that are interested in the work defined in the RFI.  Responses are due by a specified date, so that the government will know if it may move forward with the procurement if adequate interest is expressed.

The most formal method is through an industry forum.  This is typically used for large requirements, in terms of requirement, value, or size, and is held as a result of interest expressed through responses to an RFI.  The forum is a conference of interested parties, to include the contracting office, the entity with the requirement, the technical experts, and representatives from all interested private sector firms.  The contracting office will host the event and control the information being passed to the vendors, so as not to provide an unfair advantage to the vendors present vs. those who were not able to attend but end up proposing to an RFP.  Any firm that commits to attending an industry forum will likely participate in any follow-on procurement process.

Outcome. Based on the determination if there is adequate private sector interest and availability to compete the business unit under study, the strategic sourcing decision tree will result in a recommendation for performance of a Functionality Assessment and/or A-76 competitive sourcing study.

V. Functionality Assessment.  

Once it has been determined that the business unit will be performed by inherently governmental forces, the next step is to gain efficiencies by improving processes across multiple functions and sites within the business unit.  Also potentially as a result of more in-depth study, there could be functions within the business unit that could be re-evaluated under the A-76 process to achieve further efficiencies.  

Functionality Assessment is based on the principles that the rules have changed and organizations need to reconceptualize their business process.  Michael Hammer who is generally acknowledged for defining this concept outlines the following guidance for doing this:

· Organize around outcomes, not tasks.  This principle overturns the concept of division of labor which was the basis for the factory system.

· Have those who use the output of the process perform the process.  This principle is concerned with reducing the internal bureaucracy within an organization.

· Treat geographically dispersed resources as though they were centralized.  This principle supports the concept of distributed processing and client-server architectures.

· Link parallel activities instead of integrating their results.  This principle supports the concept of concurrent engineering where work teams closely coordinate with each other throughout the process.

· Put the decision point where the work is performed and build control into the process.  This principle encourages the formation of self-directed, empowered work groups and flat management hierarchies.

· Capture information once and at the source.  This principle supports such technology enablers as barcoding, electronic data interchange, relational databases, and object-oriented application code development.

Thomas H. Davenport recommends a more structured, controlled approach which seems more appropriate in government enterprises.  It incorporates Michael Hammer’s concepts but focuses on the use of technology enablers combined with organizational change management and suggests that the project management (matrix management) concept is the way to achieve maximum benefits with the lowest risk.  He also encourages the inclusion of customers (internal and external) in process reengineering, or FA work teams.

The FA process can be broken down into eight phases, map “as-is” process, develop “to-be” vision, benchmarking, develop “to-be” process and performance measures, perform cost benefit analysis, decision and implementation, Figure 5-1.  


Phase 1 – Map “As-is” Process.  

Objective.   Much preparation and research and preliminary analysis has to be done during this phase of the Functionality Assessment process.  The FA/BPR cell will be gearing up by getting familiar with the process, getting trained on reengineering techniques, process mapping, Activity Based Costing (ABC), return on investment (ROI) strategies, etc, and  compiling the information and data that will be used to determine what is the current capability of the business unit under study, existing manpower, funding, databases, stakeholders and issues.

Description of Tasks.
With the inclusion of regional functional field area experts, the FA/BPR cell consists of representatives from the regional business office, CINCPACFLT N46, N65, N01CP, program managers and other members as required (i.e. other claimant or activities).  Consultants can be included to provide IT support as needed.  As this assembly of people is now more diverse (i.e. not necessarily all from one organization), coordination of efforts within the limited window is important.  As a team, they must strategize to cover key issues within the proposed schedule, cumulatively review, share and discuss the information and data received from the activity, focus in on the key issues and high payback areas and strategize their approach.  They may even compile a preliminary list of ideas obtained from other process reengineering at similar installations.  Also discussed is the need and frequency of coordinating after-hours team meetings to share ideas and lessons.  Other preparation includes researching industry standards and best practice benchmarks, “best of breed” companies and the practices that have led to their successes.  This research provides the foundation for upcoming site visits to these “best of breed” firms to gain insights into improving similar processes.  Preparation and research continues up until the actual site visit.

The objective to this exchange of information is to identify and earmark the key areas to focus on first.  These are typically the high cost (high payback) functions where a review of the strategic and/or critical areas that would have the strongest impacts on resource and FTE savings. Additionally, organizations need to review other areas where the payback may not be viewed as resource intensive, or have small numbers of billets which may impact only a small component of the overall organizations functional picture, but are easily addressed and competed. As the key areas have the primary focus, other secondary or less costly functions would be examined as time allows or undertaken by the FA/BPR cell as part of the continual process evolution. More importantly, they must constantly and consistently be in a “Cost Saving” mode, in which they question their current ways of doing business and search for new possibilities and solutions. 

Useful information could include the business unit’s organizational and financial/budget information, including base organization, current staffing requirements, current spending plan including major expenses and expenditures, resources, current major contracts, recent contract cost history, tenant lists, recent command briefs.  In addition to this, all other information on external/outside factors that can affect the base operations and economics would be helpful, including geographical information, regional and environmental resources, regional economics, local industries, population, demographics and other unique situations or resources. All of the internal and external influential factors are researched.  Specific activity requirements are noted.  Anything and everything is considered.  All financial data and expenses will be evaluated.  Organizational setup and staffing requirements, use and utilization of infrastructure, environmental/EPA costs and improvements, utilities utilization, transportation needs, overhead costs, existing service contracts, contractor performance, and previously considered (successful or not) cost savings initiatives are examined.  In doing this, the FA cell gets a much better picture of the operating condition of the business unit, what can be improved, and how it all compares to known industry standards and current practices. 

This information would be used to establish an abbreviated form of Activity Based Costing/Management and process mapping.  ABC/M is an accounting tool/system to help managers determine more accurately the costs of their products and services.  It provides information and data on all of the business processes and activities (and not just labor).  More importantly, it will be used to determine the high cost actions and services and help identify potential areas for consideration.  Since ABC/M is time consuming and all cost information may not be readily available, a judgment call will need to be made by the process owner on which costs need to be clearly identified and which costs can be aggregated.  

Once the high cost operations are determined, they must be process mapped.  This is necessary to identify and “see” all steps and actions involved.  This process mapping should be as detailed as practical and reflect only the major actions and steps in each particular process. As the self-assessments continue, begin development of the list of ideas and initiatives for possible consideration.   

From the business unit’s self-analysis using ABC/M and process mapping, the key areas on which to focus first must be identified.  These include functions and processes that tend to be high cost items, those that could show a high payback (dollar savings) by modifying or improving its process or way of doing business, or critical or unique processes that are uncommonly expensive, diverse, tedious, complex, cumbersome or unusual.  For CINCPACFLT installations where process reengineering has been applied in the past, the functions have historically been administrative (overhead), environmental, large (support) contracts, maintenance and repair of facilities, utilities and MWR functions, as well as maximizing tenant reimbursables through support agreement revisions.  The next step is to expand this philosophy to all functions.  

Outcome. It is essential that the FA/BPR cell obtain an accurate and realistic operational “snapshot” of the business unit.  They must view the economical status and organizational structure of the functions involved; operating, working and functioning as a business entity.  This is achieved through an open and steady exchange of communication between the region and CINCPACFLT functional program managers.  The following questions should be addressed:

· Identification of activities within the business unit functions?

· Organizations involved and how is the department/activity/function organized?

· What are the critical tasks being performed?

· What products do you produce or services do you provide?

· How many employees/personnel are there to carry out each function?

· How many supervisors are there to supervise the employees?

· Describe how things really work.

· Who are your customers?

· What is your organization’s mission?

· How do you know if you have succeeded or failed in your mission?

· What performance indicators show this?

· What are the consequences of mission success or failure?

· What are the acceptable quality levels of performance?

· What does your organization do well in?  In what areas is there room for improvement?

· What aspects of your organization should be changed?

· Are there any unnecessary tasks that could be eliminated?

· With whom do you interface?  With outside vendors?

· How do you handle surges in workload?  Can you plan for them (i.e. are they seasonal)?

· How do you account for hours worked?

· How do you account for reimbursables?

· How do you determine production schedule?

· How do you find out about changes to requirements?

· How do you respond to those changes?

· What is the budget, expenditures and shortfalls?

Lastly, a basis of the activity’s current economic and functional condition will be developed through an accurate and honest “as-is” assessment of its functions using tools such as ABC/M to help identify its high cost functions and the process mapping of these functions.  This will be used as a reference for benchmarking against “best of breed” companies and a baseline measurement for future changes.     

Table 5. 0  Preliminary Data to be Compiled.

Command Comptroller base budget information (Spending Plan including cost codes)

       Include previous, current and next year reports

Cost sharing agreements with tenants (ISAs & MOUs) and $$ collected

Tenant list (include UICs)

Base organization charts (host and tenant commands)

Current staffing requirements

Base telephone directory

Base/site maps

Command briefs

Data and description of mission growth or losses

List of contracts and cost history of the contracts

Copies of service contracts

Contract Schedule of Prices (and Contract Annexes if avail on disk)

Contractor Performance Evaluations

QAE/CSR staffing (names, annexes & phone numbers)

List of major contract modifications and requests for equitable adjustments

Breakout of Admin & Environmental Support Budget Submittal

HAZWASTE disposal charges

Cost savings initiatives already considered or implemented (incl costs)

Utilities Cost Analysis Report (UCAR)

Energy Audit Report

Utility Rate Schedule

Environmental Impact Studies

Existing Evaluations and Efficiency Reviews

Phase 2 – Develop “To-Be” Vision

Phase 2a – Training.
Objective.  Phase 2a ensures that the FA/BPR cell members have the adequate knowledge and background to begin the process.  Besides understanding the general concepts of Functionality Assessment and gaining the long-term vision of a leaner, more cost effective and efficient organization, the team member must have the proper tools and techniques to apply and feel empowered to evoke change.  

Private industries very often use reengineering techniques and systems-oriented thinking skills to examine, question, analyze, re-think and improve their current ways of doing business.  Knowledge and understanding of these techniques and skills allows the team member to apply the same types of process improvement efforts that private industries use.  A side benefit to all of this is that it allows the team member to further develop his or her own attitude for change and set precedents for changing the culture within the business unit.  

The fundamentals of reengineering, cost analysis, process mapping, Total Quality Leadership (TQL) and basic team building must be reinforced through training and education.  As a minimum, this knowledge may serve as a refresher for some.  The team members will use the information gained to “hit the ground running.”  They must conduct a self-assessment of their organization (the “As-Is” condition, done concurrently in Phase 1) to determine the organization’s high cost functions, process map these functions, and brainstorm to figure out better methods and solutions.  

Team building focuses on the essential part of any organization, the individual employee or staff member.  It encourages trust and supportive roles/behavior between individuals to achieve synergy and positive results as opposed to distrust, adversarial roles and “us vs. them” attitudes.  This is a giant step toward breaking down the traditional stovepipes that have historically always been present.

It is the region’s responsibility to ensure that this training is obtained.  CINCPACFLT can and will coordinate all training efforts and courses, tailored to suit regional needs and interests.  However, although good to have, it is imperative to understand that one need not be an expert on these topics to do the Functionality Assessment.  

Description of Tasks.  The FA/BPR cell/team members must get familiar with the concepts of reengineering, general cost analysis, process mapping, team building and TQL.  It is not necessary to become “experts” in each of the fields, but every person should understand enough to carry the processes through, and have enough knowledge and skills to conduct the business unit self-analysis.     

Activity Based Costing (ABC) is a cost accounting method designed to more accurately determine the true costs of an organization’s product or service, Figure 5-1.  It enables the analyst to get a more accurate picture of how much it really costs for the business unit to operate.  ABC asserts that several “activities” (the actions of doing things), while not readily apparent, all directly affect the cost of the product or service.  As activities are changed or created, costs are affected.  ABC allocates or traces costs to these activities, then allocates the activities and their costs to the products/services.       


Outcome.  The desired outcome of this phase is to have informed and educated leaders (both supervisory and non-supervisory, military and civilian), with a general knowledge of functionality assessment, process mapping, cost allocation, ABC, TQL and team building.  They would have a good concept of what’s in the framework ahead.  They should be ready to tackle the task of defining the “As-Is” organization by conducting their own ABC and then by process mapping the high cost functions as a part of their organizational self-assessment.  These leaders should also be capable of fostering teamwork and team building among their peers and subordinates, promoting a culture of contagious involvement and contribution to solve problems and generate new ideas.  

Phase 2b – Develop “To-Be” Vision.

Objective.  H. James Harrington stresses that before an organization can approach even modest gains in process redesign (as opposed to the more radical process reengineering or functionality assessment), it first must adopt a process management philosophy.   He gives ten requisites for process improvement:

1. The organization must believe that change is important and valuable to its future.

2. There has to be a vision that paints a picture of the desired future state that everyone sees and understands.

3. Existing and potential barriers must be identified and removed.

4. The total organization must support the strategy to achieve the vision.

5. The leaders of the organization need to model the process and set an example.

6. Training should be provided for the required new skills.

7. Measurement systems should be established so that results can be quantified.

8. Continuous feedback should be provided to everyone.

9. Coaching must be provided to correct undesired behavior.

10. Recognition and reward systems must be established to effectively reinforce desired behavior.

Description of Tasks.  Identifying the foundational elements (core competencies, organizational assumptions, process vision, performance indicators) will assist the CINCPACFLT,  Regional Business Office working groups and other organizations/activities in the development of the “to-be” process that will support the strategic vision, goals and objectives for the business unit under study.  The strategic goals and objectives are part of a balanced scorecard along with the critical success factors (outcomes) and performance indicators to evaluate the need for change and the impacts of change.  

Phase 2c - Foundational elements.  

The working group will provide the mission, vision and guiding principles for the regions utilizing the following principles:

a. Core competencies.  Core competencies are embodied in the aggregate capabilities, knowledge and uniqueness of the regional functional program managers.  It must address what you do, for whom and your unique value added. 

b. Organizational assumptions.  Organizational assumptions establish a baseline that describe possible future states.  These assumptions guide process review efforts (e.g. constrained budgets and personnel staffing levels, increased reliance on interdependency, A-76 and FA workload growth potential, shift to regional BOS and A-76 studies, enhanced IT use to increase efficiency and reach, more region centric contracts). 

c. Process vision.  Process vision elements describe desired-state attributes for the “to-be” process.  Process vision attributes move us toward improved product delivery and efficient resource consumption.  Process vision elements (e.g. information technology, interdependence, enabling legislation and regulatory controls) guide the process review efforts and determine future direction:

1) If we could be what we wanted in five years, what would it be?

2) How would we know we were there?

3) What would be a stretch for ourselves?

4) What kind of organization do we want to be?

5) What do we want to do or create?

6) What would be worth committing to over the next 10 years?

7) How do we differentiate ourselves from our competition (private sector?)?

8) What are the right things to do?

Phase 2d - Performance indicators.  

There are four all-inclusive categories of performance measures. Specific measures within these categories provide the basis for evaluating both the satisfaction of stakeholder interests and the performance of all process participants. The four categories of performance measures are conformance to standards, fitness for purpose, process cycle time, and process costs. The first two categories are effectiveness measures, the last two are efficiency measures.

1) Fitness for purpose (FFP) measures are focused on the degree to which a given interaction between a stakeholder and the process meets requirements or satisfies an objective.  FFP measures such factors as how well a product or service satisfies (meets requirements) or even excites (exceeds requirements) customers.  Customization, flexibility and responsiveness are qualities that generate FFP measures (e.g. customer survey, supplier feedback, cost goals met).

2) Conformance to standard (CTS) measures are concerned with product and process quality with respect to a norm.  CTS measures the factors of customer acceptance of a product, service or deliverable; number of rejects; adherence to procedures; test results; budget performance; compliance with public law, statutes, and regulations; and issues associated with health, safety and security.  There must be a well-documented or illustrated standard in place.  The standard must state the requirements, the authority for the standard, and the applicability.  New standards of performance should be validated before being put into service for a given process.  Benchmarking is a particularly good technique to use in establishing standards of performance in this category.

3) Process time measures (PTM) measures are concerned with process cycle time, throughput and responsiveness.  But process time is also a reliable surrogate measure for process cost. This is because process costs are consumed over time and, in general, the less time a process takes to complete a cycle or produce a product, the lower the cost. Many leading organizations focus on reducing process time rather than on reducing process cost. As a result, they improve cycle time while automatically reducing process cost.   Process time measures fall into three subcategories. Operations time is defined as the time spent within a process transforming inputs into outputs by adding value to the inputs. It is the direct application of resources or factors of production in making the transformation. Non-value added time is time spent in the process other than operations time or quality-related time (described next). It includes delay or wait time, meetings and report writing, supervision and oversight, compliance with unnecessary or inappropriate regulations, planning and budgeting, employee relations, acquisition and procurement, and internal paperwork. Quality-related time includes inspection, rework, error prevention, problem determination, problem solving, quality-related maintenance, and training.

4) Process cost measures (PCM) are concerned with the consumption of resources allocated to the process of producing output products and services.  Variable costs include supplies that are used up in producing outputs as well as the factors of production, which include labor, machine hours, and facilities integral to process operation.   There are also fixed process costs not directly associated with process operation that must be measured, managed, and controlled directly. These include cost of excessive benefits and perquisites, cost of facilities not directly related to work processes.

Phase 2e – Supporting Tools.

Balanced Scorecard (BSC).  BSC will be used as a tool to define the need for continuing performance of processes within the business unit.  The Balanced Scorecard views business unit functions in terms of objectives, goals, and strategies within the context of an enterprise - its unique organization and technology. It links the above established foundational elements to specific outcomes and critical success factor (CSF) indicators, those primary process performance measures that most closely define and track how the process must perform to be considered successful. CSFs are directly related to strategic and business plan objectives and goals. For each critical success factor there must be an associated key indicator that provides the measure, and a standard of performance or allowable variance from planned performance.  CSFs provide one means of assessing the need for process improvement actions or projects. This is especially true when the key indicator relates directly to stakeholder interests. For instance, if customer satisfaction survey results are a key indicator for a process and the standard of performance is set at 90%, any reading below 90% suggests the need for corrective action.  Figure 5-2 provides a BSC example for Port Operations.

Scorekeeping.  Regions are required to track or “keep score” of savings realized in order to monitor the progress of Strategic Sourcing.

a. Baseline Reporting System (BRS).  Each Region is to establish a baseline of resources for their “As-Is” organization so that impacts of changes associated with their “To-Be” organization can be measured and documented for their benefit.  The CINCPACFLT BRS will be used as the means for collecting resource data from each Region.  The BRS uses the IMAP Core Business Model as the common framework to link financial and manpower resources at the subfunction level.  Regions have responsibility to input their data directly into the BRS and maintain backup substantiating information for their data.

b. Each Region is to utilize the CINCPACFLT scorekeeping database application so that their savings are uniformly documented and reported.  Data on cost savings will follow the IMAP Core Business Model in order for it to be measured against baseline resource data provided by the BRS.

1) Savings must be clearly related to a tangible and enduring reduction in resources that can be tied to budget resources.  Cost avoidances that will not result in reductions in budgeted resources are not to be identified as savings.  Adhere to the following procedures when calculating savings to ensure consistency in reporting across commands:

a) CIVPERS savings.  Use actual cost for encumbered billets and GS Step 5 and WG Step 4 at the locality pay rate for vacant billets.  Cost fringe benefits at the installation’s average Direct Fringe rate.

b) CIVPERS separation costs.  Compute the actual costs incurred during the year of separation. 

c) Non-labor savings.  Use actual costs to calculate savings in the year in which they are realized.

d) Military personnel costs.  Apply the costs in the military composite rate table against actual authorizations.

e) Calculating out-year savings.  Since the modernization wedge reduced out-year budgets in inflated dollars, inflate savings projections for present-year savings reductions using NAVCOMPT’s rate assumptions to ensure full credit against the wedge in the out-years. 

f) Rebalancing programmed savings to reflect actual changes occurring during program execution.  Request realignments as appropriate in the year of execution if future recurring, BPR/FA-related savings materialize in accounts other than those currently programmed for reductions.

2) Submit quarterly status reports using the CINCPACFLT scorekeeping database application.  The tables in the database may be modified to reflect each installation’s discrete organizational alignments as long as the database reflects the common data elements required to ensure consistent reporting across all installations.  CINCPACFLT will publish a list of required data fields and a brief user’s guide that will assist installations in tailoring the database to reflect their unique organizational structures. 

3) To ensure BPR/FA savings involving non-O&MN are fully credited against the wedge the following procedures is to be followed:

a) Commands/activities shall identify all recurring savings resulting from BPR/FA initiatives that are achieved in non-O&MN appropriations/allotments and request a reprogramming action via the chain of command for savings exceeding $50,000. 

b) Each BPR/FA reprogramming request shall include a summary description of the initiative(s) that support(s) it, along with an appropriate analysis / explanation of the savings.   

4) CINCPACFLT shall review reprogramming requests to ensure accuracy and thoroughness before forwarding to CNO.  Forwarding endorsements should include a summary of the review/examination, value-added analysis where appropriate, and a recommendation for resolution of the request.

5) CNO will initiate reprogramming action from the appropriation/allotment where recurring savings have been identified to the O&MN appropriations.  CNO will then allocate the reprogrammed funds to the saving command’s O&MN authorization.  Operative policy is to reprogram such savings dollar for dollar unless otherwise justified by the Appropriation Sponsor.

6) Initiatives associated with intraservice support will use the following guidelines to allocate savings credit:

a) Host/Tenant relationships:

i) Host or Supporting Activity initiated savings initiatives that benefit

ii) Tenant are credited to the Tenant.

iii) Host or Supporting Activity initiated savings that benefit Host or Supporting Activity are credited to the Host or Supporting Activity.

iv) Tenant initiated savings that benefit Tenant are credited to the Tenant.

v) Tenant initiated savings that benefit Host or Supporting Activity are credited to the Host or Supporting Activity.

b) Regionalization.  Gaining command for a given Regional Initiative will receive a Budget Base Transfer from all participating commands for the function being regionalized and a share of the wedge from each contributing command proportional to the regionalized function’s portion of its baseline.   The contributing command’s wedge is reduced proportional to the transferred function’s portion of its baseline.  Each command/activity is responsible for reporting LOA changes that result from regionalization efforts to CINCPACFLT.

An accurate scorekeeping process benefits both Region and CINCPACFLT, since it complements the Region’s Balanced Scorecard by tracking implementation of the “To-Be” organization and ensures that savings achieved by each Region are applied to their associated budget wedge, while differentiating those savings from budgetary under-executions.  Those Regions achieving savings beyond their goals are able to apply them to other high priority requirements.  Scorekeeping also provides CINCPACFLT with a budget tool that will assist in Wedge assignments.

Outcome.  All change initiatives will then be tracked in the BSC and scorekeeping database to ensure Regions and other organizations/activities, receive credit for sustainable cost savings.  The BSC and scorekeeping databases will be provided as quarterly reports to the Working Group and ESG.

The FA/BPR cell in conjunction with the SIM ESG must establish the imperative for change, budget goals, FA improvement targets as part of a summit meeting involving key stakeholders.  The summit will include briefings by the stakeholders of their functions or activities within the business unit, issues, funding and shortfalls, and recommendations.

Because there is an expectation on the part of the stakeholder who provides a process input, the FA/BPR cell must know what that expectation is, and whether there is a gap between expectation and performance. The same holds true if the stakeholder receives an output from the process. Measures are the means to determine the existence of, and extent of, the gap. The cell must understand any performance gaps in terms of the value-chain from supplier to customer and the control-chain from higher authority to resource provider. The areas of investigation are included in the following list:

· The functionality, usability, and performance of process inputs and outputs 

· The reliability, accuracy, and security of process inputs and outputs 

· The availability (when needed) of inputs and outputs, and the responsiveness of the process in handling inputs and outputs 

· The degree of assurance or confidence the stakeholder has in the process and how well it supports stakeholder interests 

· The degree of interest and empathy process participants have in working with stakeholders, and the degree to which process participants can anticipate stakeholder needs, requirements, and desires. 

If the gaps in expected versus actual process performance in these areas are significantly large, process reengineering may be called for. If not, it is an indication that process redesign or streamlining may be sufficient (at lease with regard to stakeholder interests.)  During phase 4 and 5, the development of the "to-be" process and performance measures, the FA/BPR cell will want to monitor whether the gaps identified in this step increase or decrease based on the proposed changes in process performance. This is where a firm understanding of value-chain versus control-chain is important.

Outcome.  The FA/BPR cell should have a clear understanding of the functional objectives and "to-be" vision.  Functional objectives make up the control-chain that ensure that business unit performance is consistent with established policy, directives, guidance and standards. Preparation of a business unit vision with stated outcomes and objectives and critical success factors along with assignment of action on outstanding issues will result from the summit. The business unit vision should incorporate a series of breakthrough improvement objectives supported by the identification of performance measures. This information needs to be reviewed and reaffirmed by the SIM ESG and FA/BPR cell to ensure all team members have a clear view of the desired future state of the key processes within the business unit.

Phase 3 - Investigate Best Practice (Benchmarks)

Objective.  With the understandings gained thus far in following the methodology, the FA/BPR cell is positioned to conduct a best practices benchmark.  In its basic form, benchmarking means climbing out of the "rut" and looking around at the world to see how other organizations perform similar work.  The focus of a best practices benchmark is on process characteristics as well as the organizational, cultural and technical enablers that support the process in other organizations.

Description of Tasks.  Best practices benchmarking, if it is to be effective, requires that teams be well-trained prior to embarking on the benchmark program.  It must be emphasized that the FA/BPR cell or team must thoroughly have analyzed the practices within a particular business unit to determine its current processes.  Following this internal assessment, the team finds other organizations to assess who are achieving notable results in that particular function.  The difference between how they’re operating now and the best results achievable in the particular function or business unit provides “the gap” that must be overcome.  The information provides material for goal-setting, with better ideas about how to achieve them.

Much of the preparation work, preliminary research and self-analysis conducted in Phase 1 shows up here.  There are two main objectives to this phase of the process, which starts with the selection of the “best of breed” organization to benchmark.  The cell must ask itself -- is there a business unit with similar requirements that can be compared to the one being examined but is implemented in a way that provides significantly better results?  An example is GTE conducted benchmarking studies of the customer service function at Land’s End and the maintenance and repair function at Otis Elevators.  The GTE team had conducted a literature search of these two “best of breed” company functions prior to establishing preliminary contact culminating in an on-site data collection visit.  The second objective is the creation of the list of cost saving initiatives, developed by teaming the selected “best of breed” business unit personnel with the FA/BPR cell. This can be accomplished by identifying innovative processes and why they work in that particular organization, collecting data from the selected organization, identifying barriers to change and comparing and contrasting processes to develop recommendations for change. 

During the benchmarking process, the establishment of openness and trust between the benchmarking partners is critical. To contribute to efficient, effective, and ethical benchmarking, individuals agree for themselves and their organization to abide by the following principles for benchmarking with other organizations:

1. Principle of Legality - Avoid discussions or actions that might lead to or imply an interest in restraint of trade: market or customer allocation schemes, price fixing, dealing arrangements, bid rigging, bribery or misappropriation. Do not discuss costs with competitors if costs are an element of pricing.

2. Principles of Exchange - Be willing to provide the same level of information that you request, in any benchmarking exchange.

3. Principle of Confidentiality - Treat benchmarking interchange as something confidential to the individuals and organizations involved. Information obtained must not be communicated outside the partnering organizations without prior consent of participating benchmarking partners. An organization's participation in a study should not be communicated externally without their permission.

4. Principle of Use - Use information obtained through benchmarking partnering only for the purpose of improvement of operations within the partnering companies themselves. External use or communication of a benchmarking partner's name with their data of observed practices requires permissions of that partner. Do not, as a consultant or client, extend one company's benchmarking study findings to another without the first company's permission.

5. Principle of First Party Contact - Initiate contacts, whenever possible, though a benchmarking contact designated by the partner company. Obtain mutual agreement with the contact on any hand off of communication or responsibility to other parties.

6. Principle of Third Party Contact - Obtain an individual's permission before providing their name in response to a contact request.

7. Principle of Preparation - Demonstrate commitment to the efficiency and effectiveness of the benchmarking process with adequate preparation at each process step; particularly, at initial partnering contact.

Benchmarking Protocol:

· Know and abide by the Benchmarking Code of Conduct. 

· Have basic knowledge of benchmarking and follow a benchmarking process. 

· Have determined what to benchmark, identified key performance variables, recognized superior performing companies, and completed a rigorous self-assessment. 

· Have developed a questionnaire and interview guide, and will share these in advance if requested. 

· Have the authority to share information. 

· Work through a specified host and mutually agree on scheduling and meeting arrangements. 

· Follow these guidelines in face-to-face site visits: 

· Provide meeting agenda in advance. 

· Be professional, honest, courteous and prompt. 

· Introduce all attendees and explain why they are present. 

· Adhere to the agenda: maintain focus on benchmarking issues. 

· Use language that is universal, not one's own jargon. 

· Do not share proprietary information without prior approval from the proper authority of both parties. 

· Share information about your process(es) if asked, and consider sharing study results. 

· Offer up a reciprocal visit. 

· Conclude meetings and visits on schedule. 

· Thank the benchmarking partner for the time and for the sharing.

Short Words to the Wise:

· Keep it legal 

· Be willing to give what you got 

· Respect confidentiality 

· Keep information internal 

· Use benchmarking contacts 

· Don't refer without permission 

· Be prepared at initial contacts 

The team is now prepared to launch an extensive data gathering and analysis program.  Data should be gathered from all sources related to the process and using all available performance measures. There are well over 30 recognized techniques for data gathering and analysis. The following techniques are most often used in performance gap analysis. 

· Data Gathering 

· Survey and On-site visits 

· Interview and Focus Groups 

· Questionnaires and Assessments 

· Brainstorming 

· Checksheets 

· Quality Function Deployment 

· Data Analysis 

· Process Deployment Map 

· Pareto Diagrams 

· Cause-and-Effect Diagrams 

· Affinity Diagrams 

· Process Decision Program Charts 

· Quality Function Deployment

Outcome.  The outcome of this phase is the FA/BPR cell benefits from the best practice profiles in the following ways:

1. Learn from the best practice approaches used in leading organizations around the world.

2. Develop strategies to reposition customer service within the business unit.

3. Introduce new and innovative ideas into the business unit.

4. Accelerate process improvement, streamlining and reengineering projects.

5. Save many hours of expensive research time.

6. Learn proven implementation methods and measures.

7. Develop a road map for creating change in the business unit. 

Phase 4 – Develop “To-Be” Process

Objective.  Benchmarking is not, in itself, a solution to a process improvement problem.  Actually once benchmarking helps a team find a good analogy, the team must determine a goal state (i.e., define the “TO-BE” paradigm or process), and then, and only then, can the team address the challenge of moving from the current state (the “AS-IS”) to the goal state.

Description of Tasks. The first task in process redesign is for the BPR/FA cell to formulate one or more improvement initiatives. An initiative is a design specification that identifies the scope of the design effort, process boundaries, level of improvement, design objectives, performance targets, and opportunities that will be considered during the design effort. When developing initiatives, it is helpful to consider five elements of a process improvement program: 

1. Vision statement, which provides overall guidance for improvement efforts 

2. Process characteristics: 

A. Workflow through the process 

B. Output requirements for products/services (internal and external) 

C. Stakeholder requirements 

D. Organizational support factors 

E. Technology support factors 

3. Performance measures and objectives: 

A. Fitness for purpose 

B. Conformance to standards 

C. Process response and cycle time 

D. Process variable and fixed costs 

4. Critical success factors: 

A. Related to people 

B. Related to technology 

C. Related to products 

5. Potential barriers to implementation: 

A. Resource availability and allocation 

B. Cultural and cross-functional issues 

C. Technical 

D. Product/service requirements 

E. Regulatory constraints and restrictions.

This is now the time to take a walk through the process with major stakeholders to ensure that the process as a whole is well understood before changes in the process are designed. Some of the areas of investigation include the following: 

· Procedures used within the process 

· Documentation used to control or support process activities 

· Training programs related to process requirements 

· Techniques, tools, equipment, and support services used within the process 

· Facilities with respect to how they enable or constrain process performance 

· Location of work centers related to location of stakeholders 

· Means of communication used within the process 

· How stakeholder interactions are performed, monitored, and evaluated 

· Quality and accessibility of records and data needed to support the process. 

Conducting a gap analysis of process attributes related to developing high-quality products and services, reducing process time factors, process costs assists in the development of improvement initiatives.  Performance gap analysis should include investigation of the following factors with respect to output products and services. Once again, excessive performance gaps may indicate the need to consider radical process reengineering, especially if benchmarking results show that other organizations are doing much better. 

· Unacceptable products and services 

· - Returns 

· - Rejects 

· - Loss of customers 

· Too much time spent redoing work 

· Customer complaints 

· - Phone calls 

· - Letters to higher authority 

· - Adverse public comments or publicity 

· High warranty costs or service call-backs 

· Excessive meeting time devoted to problem/issue resolution 

· Low morale or high personnel turnover.
Identify and Document Performance Gaps in Process Cycle Time. Experience has shown that reducing process time factors will always result in reducing process costs. Therefore, it is also critically important to perform a thorough gap analysis in this performance area. Process time is the aggregate of operations time, delay time, overhead time, and quality-related time.  The measures to study include the following: 

· Cycle time per unit of output or per transaction 

· Wait time per unit of output or per transaction 

· The ratio of direct labor hours to total hours 

· Quality-rework time 

· Time allocated to non-value added activities 

· Time allocated to satisfying controls placed by higher authority 

· Value-chain versus control-chain time allocations 

· Response time from request for service to service delivery 

· Ratio of operations time to calendar time 

· Workflow through the process (relative location of work centers) 

· Serial versus parallel processing of transactions 

· Interruptions in employee work time for non-value added activities 

· Method of setting work priorities 

· Supplier-process relationship. 

Many of the performance gaps uncovered in this task will need to be subjected to cause-and-effect analysis because experience has shown that process delays are often caused by problems upstream of the process. This is the basis of instituting just-in-time methods of material movement. 

Identify and Document Performance Gaps in Process Cost.  Process costs should never be the direct focus of performance gap analysis. This is because all process costs are directly related to other process factors. To reduce process costs, these other factors will have to be investigated. The direct contributors to process costs are excessive process cycle time, poor product and service quality, insufficient information about customer requirements, poor supplier relationships, and unneeded or inappropriate controls placed on processes by higher authority (excessive regulation). 

Poor process cycle time itself is caused by excessive overhead, obsolete technology, poor work methods, and poorly trained personnel. Poor product and service quality has many causes, each of which has to be investigated as recommended above. Poor supplier relationships result when suppliers are not treated as partners with respect to servicing customer requirements. Inappropriate controls placed by higher authority are often the result of failing to review controls in the light of changes in the way processes are conducted.  Some cost-related performance gaps should be studied directly. These include non-process and non-product related expenditures including non-productive facilities, excessive frills and perks; unnecessary travel and living expenses; bloated staffing levels; and losses due to waste, fraud, and abuse.

Identify and Document Organizational Issues and Barriers.  At this time, the team can begin to identify problems, issues, potential barriers to change, and suggestions for organizational improvement. This should be done now, while the team has a fresh understanding of process-related performance issues and gaps. The following 12 sets of questions asked and answered will help the team identify organizational issues and barriers. It is important not to try to resolve these issues at this point. This action will be taken after all the facts are discovered and investigated, and analyzed. 

The following questions are developed from Clemmer's book, Firing on All Cylinders. 

1. What is the level of commitment to improvement within the functional units, and how is leadership manifested? 

2. To what extent are customer needs, requirements, and desires used to shape functional unit activities and priorities? 

3. How well do employees understand the mission of the organization, and are education and training programs oriented toward increasing employee awareness of the importance of serving customer interests? 

4. How do functional units hire, orient, develop, promote, and support employees with respect to process requirements? 

5. What personal skills are valued within functional units and how are those skills developed and rewarded? How well is skill development related to supporting the value-chain within the process? 

6. Are managers and supervisors trained in coaching skills, and are those skills focused on developing a high-performance unit fostering improvement and innovation? 

7. To what extent is the functional unit developing team skills such as the effective use of techniques and tools, process management, problem solving, meeting/workshop management, and interpersonal skills? 

8. How well are the human resource systems aligned with process performance requirements including supplier management, information management, and customer support? What are the relationships with respect to rank, responsibility, authority, and accountability? How prevalent are bureaucratic in-fighting and turf wars? 

9. What are the recognition and reward systems and how are they aligned with work team practices, empowerment, customer service needs, and cross-functional cooperation? Is there an excess of feel-good rewards and not enough rewards for effective performance in support of mission requirements? 

10. How well established are process management principles? Are there process owners in place for all major processes and subprocesses? Are quality and process improvement teams in place? Are roles and responsibilities aligned with mission and customer requirements? Are continuous process improvement principles implemented? 

11. Are processes managed based on performance measures? Are measures related to delivering customer satisfaction? Are all important elements of process performance measured? Are results continuously provided to process and improvement teams? Are all stakeholder interests related to performance and feedback measures? Are there systems in place to monitor, manage, and improve product and service quality? Is benchmarking established as a management practice? Are performance standards meaningful? 

12. Is there a continuing program in place to identify and serve customer interests? Do process participants look for opportunities to develop new internal and external customers? Are customers really in charge of the process with respect to designing products and services and setting process priorities? 

Negative answers to these questions indicate that organizational change management will be a major, if not the major, focus of process improvement. Process improvement cannot exist in any meaningful way apart from the principles of process management. Process management is an organizational issue.

Identify and Document Technology Issues. Technology is both an enabler of change and a constraint on change. Enablers come from innovative uses of new technologies, while inhibitors are the result of the presence of legacy systems and constraints placed on integrating new applications into a networked environment.  Technology change management is concerned with uncovering technology-related issues that need to be investigated and analyzed with respect to process management and improvement. There should be no attempt in this task to resolve technology issues, only to identify them.  As with organizational barriers, an effective way to discover technology-related issues is to ask and answer a series of questions. Until recently, technology and information management systems modeled the organizational hierarchy and as such was part of the problem with respect to adopting a process management orientation. The technology paradigm shift to networks, client-server architectures, distributed databases, work group computing, etc. actually is an enabler of process management and a major contributor to the breakdown in the hierarchical management model. 

The following questions are developed from Tapscott and Caston's book. The answers to these questions will tell a lot about the attitudes within the functional units. The attitudes will be a good indication of the probable success of any significant improvement effort, and most certainly one based on technology enablement. 

1. To what degree are information systems open? Do suppliers and customers have access to process related data that affect their involvement in the process (interoperable systems)? Can information systems be ported to different hardware platforms? 

2. Are systems functionally integrated to support process management requirements? Are communications networks being used to interconnect work teams wherever they are located? 

3. Are distributed computing systems being put in place to help empower workers and work teams to serve customer requirements effectively and efficiently? Is intelligence, not just data, being made easily available to work teams so support immediate decision-making with respect to customer requests for service and products? 

4. Are data collected on a real-time basis at the source and distributed to where they are needed? Are just-tin-time practices being put in place for information systems? Are information systems designed to allow processes to easily adapt to changing supplier and customer relationships? 

5. Are client-server systems being put in place to support cross-functional process requirements and design more efficient work flows? 

6. Are peer-to-peer networks replacing mainframe-dumb terminal platforms wherever possible to support the notion of an enterprise being based on commitment rather than control, accomplishment rather than accountability, customer service rather than serving the hierarchy? 

7. Are information systems being develop according to modular concepts that support organizational independence, resulting in a flexible, adaptable enterprise? Are standardized, reuse, or object-oriented application modules being developed that can be reconfigured to serve changing needs? 

8. Are systems being developed to specifically support the needs of knowledge workers rather than the needs of clerical workers? Are specialized platforms being installed to support specialized needs such as computer-aided design and drafting systems, rule-based decision making (expert systems), multimedia applications, and team-based requirements? 

9. Are user-friendly graphical interfaces being designed into all systems to permit access to a wide-library of information services and systems without the need to learn a large number of specialized interfaces? Does the organization seek to maximize or limit the distribution of information technology and information systems? Is computing power being placed first with those who directly support customers, or are back-office operations given preference? 

10. Are wide area networks being put in place to support stakeholders and employees wherever they may be located? Can teams easily form and work together based on availability, expertise, and knowledge rather than on physical location or proximity to stakeholders? 

In evaluating the answers to these questions, teams should look for indications that functional management is receptive to change. Problems are indicated when the answers are mostly negative, and managers are satisfied with the status quo. This will be a signal to the team that process reengineering efforts may not be practical at this time, and improvement efforts may have to be limited to process streamlining and redesign.

A multitude of process improvement opportunities will be developed - some based on process problems, some on identified stakeholder requirements, and some on business objectives as part of strategic and business plans. Unless the list of improvement is quite small, it is seldom practical to attempt to address all of them in one design effort. Therefore, the team should develop one or more improvement initiatives that represent a unit or package of improvement specifications. This concept also serves as a means of performing segments of improvement projects in parallel, which can dramatically reduce the overall calendar time needed to complete improvement efforts. 

Each package will address a bounded process or subprocess, a set of improvement requirements and opportunities, and a class of improvement effort. There are four classes of process improvements: 

· Class 1: Quick fixes that require little or no organizational or technical changes 

· Class 2: Improvements that require organizational changes, but have little or no impact on existing information systems 

· Class 3: Improvements that require technical improvements, but have little or no impact on existing organizational structures 

· Class 4: Improvements that require significant organizational and technical enablers and have major impacts on the existing information and technical infrastructure. 

Outcome.  Teams will now have a good understanding of the opportunities for improvement.  The following list can be used as a guide in organizing opportunities.  All of the data collected and analyzed in previous steps should be used to complete this task.  Because there will be redundancies in any such list, nominal group and data analysis techniques should be used properly to organize and group these opportunities. All opportunities should be accompanied by performance targets whenever possible.  The improvement team should list opportunities to: 

· Improve customer service by eliminating problems and complaints 

· Improve product/service quality by eliminating errors and rejects 

· Strengthen the value-chain by minimizing non-value added activities 

· Adjust the control-chain by eliminating inappropriate controls 

· Reduce process cycle time (operations, wait, overhead, quality) 

· Lower process costs (fixed and variable) 

· Add new services and products 

· Close performance gaps in baseline-to-target measures 

· Emulate best practices found during benchmarking activities 

· Develop knowledge-based systems for front-line workers 

· Improve work flows within processes by realigning facilities and equipment 

· Make processes more flexible and adaptable to changing conditions 

· Exploit new technologies (see previous task) 

· Satisfy management imperatives (mission, objectives, and goals) 

· Develop new supplier partnerships for just-in-time service and lower costs 

· Improve work place health, safety, morale, and job satisfaction 

· Balance accessibility and security requirements 

· Lower risks of process failure and increase process stability 

· Realign organizational structures to support process management principles 

· Improve training methods in support of competency-based principles 

· Reduce paper work, flows, and storage requirements 

· Develop in-process performance measures for continuous process improvement 

· Maximize resource and asset utilization 

· Streamline and flatten organizational units and reduce unnecessary headcount 

· Standardize around open systems architectures 

· Eliminate and replace obsolete or expensive legacy systems 

Phase 5 – Determine “To-Be” Performance Measure

Objective.  Phase 6 focuses the team on specific measures because it is through measures that an effective business case can be developed that will gain management acceptance.  In this task, the team will analyze the business unit with respect to the way it satisfies stakeholder interests.

Description of Tasks.  The four all-inclusive categories of performance measures include Fitness for Purpose (FFP), or how a product or service satisfies a stakeholders’ requirements, conformance to standards, process cycle time, and process costs.  Specific measures within these categories provide the basis for evaluating both the satisfaction of stakeholder interests and the performance of all process participants.  

The questions to be asked include the following (with respect to each class of stakeholder:) 

· Who receives process outputs (or provides process inputs?) 

· What do they expect from the process? 

· How do they use the output (provide the input)? 

· What impact does it have if inputs or outputs are wrong or inappropriate? 

· How is feedback on output (input) factors generated? 

· How far beyond the primary stakeholders will errors have an impact? 

· How well can the process adapt to changing stakeholder requirements? 

The team should develop the performance measures addressing the questions above to be used as a basis for measuring the effectiveness of changes within the business unit.  The three categories of savings include financial return on investment (ROI), mission enhancement and improvement of Quality of Life (QOL).

Outcome.  Answers to these questions with the involvement of stakeholders can provide effective measures to gauge future performance improvements.

Phase 6 – Perform Cost Benefit Analysis

Objective.  At the completion of this phase, the team will have produced an Functional Economic Analysis (FEA) management decision package that presents a case for action. The FEA recommends a course of action that is justified based on the organization's planning documents, the analysis of the current situation of the business unit in question, the results of an improvement analysis, and the design of the future state business unit. The FEA will present a full risk-adjusted economic analysis of the recommended changes. It will include the elements of organizational change management needed to support the new business unit processes and a full evaluation of the technology enablers that are needed to implement the change. 

Description of Tasks.  The following tasks are performed by the FA/BPR cell in the FEA phase: 

· Review process improvement recommendations 

· Review organizational change management plan 

· Review technology change management plan  

· Develop preliminary Functional Economic Analysis (FEA) 

· Develop preliminary data and technical management plan 

· Perform technical review of FEA documents 

· Validate/revise preliminary FEA report 

· Prepare final Functional Economic Analysis report 

Review Process Improvement Recommendations. The first step in FEA preparation is to review the different initiatives produced in the preceding phase.  This review should also note information that is lacking or needs further development for inclusion in the FEA. 

Review Organizational Change Management Plan. Process improvement is invariably associated with organizational change management.  Before the FEA can be produced, Organizational Change Management must be considered. The required organizational changes are included in the FEA so that higher authority can judge the merits of the recommended process improvements with respect to the organizational impacts of the new process.  

Review Technology Change Management Plan. Process improvement, especially process reengineering, will almost always require the application of new information technologies as well as changes and enhancements to the existing information systems infrastructure. Technology enablers and constraints must be considered before the FEA can be completed. It is important to distinguish between the costs and risks of new technology enablers and the costs and risks of making changes to existing information systems structures, which often act as constraints to process improvement. 

Develop Preliminary Functional Economic Analysis (FEA). Once the three inputs described above have been considered, the team can develop a preliminary FEA. The following sections of the FEA are written in this task: 

Section 1: Strategic plan summary. This section should focus on the strategic planning objectives with respect to the process under consideration. This section should include a discussion of breakthrough objectives, critical success factors, cross-functional considerations, and responsibility assignments. Mission and vision considerations should be used as the justification for the improvement project effort. Also included in this section are any impacts due to Defense Management Review decisions and fiscal adjustments. 

Section 2: Business plan summary. This section should focus on annual business objectives with respect to the proposed improvement project, taking into consideration all cross-functional impacts. A high-level process deployment map should be included along with IDEF context diagrams and high-level AS-IS models to illustrate critical data with respect to improvement efforts. This section should also include a summary of objective decomposition from the process improvement component of the business plan. 

Section 3: Performance cell summary. This section should include performance measures, targets, and stakeholder benefits as extracted from the performance cells developed during the planning phase and revised during the process analysis and design steps of this phase. Every process improvement objective must be associated with a measure and a target. These measures and targets should be related to process-critical success factors established during the planning phase.  For the most critical performance targets, this section should provide a brief explanation of how the targets were selected. The usual sources are the strategic plan and strategic benchmarking. Targets may also have been identified during process analysis.  Key stakeholder benefits should be well-documented in this section with respect to performance measures and targets. This is especially true if significant compromises were made in new process design to accommodate conflicting interests. 

Section 4: Improvement program description. This section is where the process improvement team describes the overall process improvement program in terms that will support an informed management decision about the merits of the improvement effort. All three elements of the process improvement program should be described: process enhancements, organizational changes, and technical enablers. Qualitative factors can be described, provided they are not expected to carry the weight of the decision. This section can also be used to explain why the proposed alternative is recommended and why the alternatives were not. High-level TO-BE context diagrams and models may be included to illustrate proposed improvements. 

Outcome. The features of an acceptable FEA include the following: 

· It is comprehensive, presenting sufficient financial and non-financial data to support an informed management decision. 

· It provides sufficient justification to warrant an investment in process, organizational, and technical changes and improvements. 

· It clearly communicates the current situation with respect to the process under improvement and alternatives means of making process improvements. 

· It has internal consistency with respect to data presentation, analysis, and documentation (supports an apples-to-apples type of comparison). 

· It includes a risk assessment. 

· It includes performance measures that can be used to monitor project continuation upon FEA approval.
Phase 7 – Decision

Objective.  The FEA package will be the basis for the management decision to proceed or not proceed with the recommended changes to the business unit.

Description of Tasks.  Summit meeting involving the SIM ESG and key stakeholders should be held to evaluate the FEA management decision package.  Reinvestment strategy, performance measures, timeline for implementation and issues should be addressed by summit participants.  Key proposals will be briefed by the “champions” for the process change.  The FA/BPR cell should provide a template for briefs including: a clear statement of the improvement opportunity, assumptions and constraints description for change, cost savings/avoidance, investment requirements, prerequisites, implementation timeline to the briefers (“champions”) prior to the Summit.  Read-ahead of the FEA should be provided to the Summit participants prior to attendance to ensure full participation and decision-making empowerment.

Outcome.  A decision on which changes will be incorporated in the business unit will be the outcome of this phase.   

Phase 8 – Implementation

Objective. The last phase is implementation.  Once the list of initiatives has been developed and presented, the FA/BPR cell must develop an Implementation Plan, during which time the steps to implement the initiatives are laid down and timelines specified.  The objective here is to make sure the initiatives are given the appropriate attention to be evaluated and to ensure that they get adopted and implemented if they make sense.  The secret to this success lies in the Champions, whose role/responsibility is to adopt the concepts as his/her own and follow through with whatever it takes to carry the idea to fruition.  

Along with any change, a re-evaluation or reassessment of each initiative or improvement idea is important to determine its effectiveness and impact.  Depending on the initiative the effects and outcomes would be short term or long term or both. The re-evaluation is a measure of the true effectiveness of each change, after which further adjustments are made as necessary.  This is analogous to a course correction to get back on track if required.  However, as some of the initiatives may be more complex and take more time to implement than others, several progress checks may be necessary. Additionally, not only “in house” answers and concerns must be addressed, but cross-claimancy issues as well.
Description of Tasks.  After the Summit meeting, the FA/BPR cell needs to develop an Implementation Plan and Re-investment Plan (funding plan) to implement the initiatives.  This must include all of the initiatives presented at the summit, a timeframe for implementation that includes the necessary transition changes, special preliminary plans to assist in the transfer of personnel as necessary, and a list of assumptions used to develop the plan.  A plan for the Region’s or organization’s/activities use of a percentage of the cost savings and justification for this investment is required as part of the Re-investment Plan submittal.  

The SIM ESG will have review and approval authority of the Implementation Plan and Re-investment Plan after it has been staffed through the working group based on impacts to current budget targets, operations and mission.  Follow-on linkages will be established to the PPBS cycles with policies, standards and guidelines being modified accordingly.  Quarterly status reports provided by the FA/BPR cell will track implementation and execution of the initiatives, actual savings gained and re-investment opportunities.  This will serve to assist the Region, organizations/activities and CINCPACFLT in achieving an effective, coordinated and constantly improving program.

Outcome.  The outcome of this phase is a coordinated implementation and re-investment plan that keeps focused the efforts of the regional program managers, marks progress towards actual dollar savings and ensures the Regions and organizations/activities meet their budget targets without impacting the quality of service required to meet their current mission. 

VI. A-76 (Commercial Activities) Process

OMB Circular no. A-76 (Revised Supplemental Handbook dated March 1996) establishes the Federal policy for the performance of recurring commercial activities.
Objective.  In accordance with the Chief of Naval Operations (CNO) personal for guidance of 22 JUL 98, “competitive sourcing is a KEY component of the Navy’s Infrastructure cost reduction strategy. Recognizing the cost savings that result from competition, the Navy is pursuing an aggressive competitive sourcing strategy. Our goal must be threefold: First, we must examine multifunction Base Operating Support (BOS) competitions at our stand-alone naval activities. Second, we must explore opportunities to compete in non-BOS mission areas at some of our activities. Third, in our Navy concentration areas, we must take advantage of the opportunity afforded by regionalization to compete functions across all activities in a region, integrating competitive sourcing into our vision for “regional most efficient organizations”.  This is a bold approach that requires both strong leadership and new management strategies. The objective of this process is to ensure comparison of the cost of contracting and the cost of continuing in-house performance and how it shall be performed to determine who will do the work.

Description of Tasks.  Similar to the FA process, the first step involves the strategic sourcing decision tree process. The framework of the functional business unit under study must be defined. This starts, in the case of BOS functions, with the linkage of A-76 billets to the IMAP Core Business Model functions and to their funding source. The scope of work performed by these billets will be the basis for the development of a Performance Work Statement (PWS), which could result in identification of additional billets within the function performing the same work. These additional billets, if added to the A-76 study, would need to be staffed through CINCPACFLT and OPNAV for future announcement. The A-76 cell will coordinate the following six major components of the cost comparison process in accordance with the guidelines of the OMB Circular A-76:

1. The development of a Performance Work Statement (PWS) and Quality Assurance Surveillance Plan (QASP)

2. The performance of a management study to determine the Government’s Most Efficient Organization (MEO)

3. The development of an in-house Government cost estimate

4. Issuance of the Request for Proposal (RFP) or Invitation for Bid (IFB)

5. The comparison of the in-house bid against a proposed contract price

6. The Administrative Appeal Process

In addition, the A-76 cell will ensure incorporation of the following A-76 best practices based on a GAO report “DoD Competitive Outsourcing: Lessons Learned Could Enhance A-76 Study Process”  (NSIAD-99-152) published in the Government Executive Magazine dated July 1999:

· Combining multiple activities into a single A-76 competition. The Defense Logistics Agency, for example, combined logistics activities at 10 sites into a single competition. Officials have to factor in requirements of the Competition in Contracting Act, which allows "bundling" of activities only if it meets "DoD's legitimate needs, rather than administrative convenience or unsupported claims of economy," GAO noted. The Small Business Act also limits bundling. 

· Encouraging small businesses to compete in the A-76 process. The Air Force, for example, has set up an office to reach out to small businesses for A-76 competitions. The Air Force helps small businesses identify teaming arrangements that would allow groups of small businesses to bid on large A-76 contracts. 

· Using activity-based costing. This technique breaks down the total cost of an operation into the costs of individual activities, which can help an organization better determine its own costs before seeing if contractors can offer a better deal. DoD's poor accounting systems make activity-based costing difficult, GAO said. In addition, setting up an activity-based costing program is time-consuming. Setting one up while simultaneously conducting an A-76 competition would be difficult, GAO said. 

· Shortening the bidding process. A-76 competitions can take two years to complete. To speed up the process, some DoD units are asking contractors to present proposals through oral presentations rather than voluminous written proposals. 

· Requiring ISO 9000 certification. Companies certified with ISO 9000, a set of international standards for quality management, require less contract oversight than non-certified companies, some DoD officials say. But ISO 9000 certification costs from $22,000 to $32,000 and can take up to a year, GAO noted. DoD might also want to consider whether in-house teams should seek ISO 9000 certification, GAO said.

Support agreements and services provided to non-CINCPACFLT and non-Navy tenants must be identified as a separate annex in the performance work statement (current Air Force procedures) to obtain a measurable direct cost for tenant reimbursement per CINCPACFLTINST 4000.4 and DOD Instruction 4000.19.

Outcome.  The outcome of this phase is to achieve the most cost-effective means of obtaining support services.
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1)  A-76 STUDY   
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The critical issue is not “managing change,” it’s “leading change.”





Establish a sense of urgency.


Create the guiding coalition.


Develop a vision and strategy.


Communicate the change vision.


Empower broad-based action.


Generate short-term wins.


Consolidate gains and produce more change.


Anchor new approaches in the corporate culture.





--John P. Kotter





Figure 4- � SEQ Figure_4- \* ARABIC �0�.  Strategic Sourcing Decision Tree.  (Modified slide from Mr. Honecker brief)
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Figure 5- � SEQ Figure_5- \* ARABIC �1�





Figure 5- � SEQ Figure_5- \* ARABIC �1�.  Functionality Assessment Steps.
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Figure 5- � SEQ Figure_5- \* ARABIC �1�.  Definition of Traditional and Activity Based Accounting. 
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Traditional Costing





A system that allocates overhead cost to products based primarily on the direct labor content 


Designed to capture cost differences at the department level but usually not the difference between products within a department.





An overhead allocation approach that assigns costs to products based on the resource consuming activities required to produce the product.


Designed to capture the diversity in products and processes within a department.





Activity Based Costing





Figure 5- � SEQ Figure_5- \* ARABIC �1�.  Balanced Scorecard, Port OPS Example.
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3)  STATUTORY COST ANALYSIS 





PRIVATE SECTOR CHEAPER





YES





NO





FAIR ACT





 IG&CA INVENTORY





 CA REPORT





ANNUAL





Identify Function / Conduct FA












- 44 -

_1000623136.ppt




		Fuels (delivery)				  x             x         x	 	     x	x

		Ordnance Handling (TWR, transport platform)                                        x	       x		x

		Dive Locker

		Environmental (N465)			  x             x         x	       x	     x	x



 (OSOT, Spill Response, Water)

		Tugs					  x             x         x	       x         (MSC)	x

		Harbor Control (Harbormaster, 			  x             x         x	       x	     x	x



   SOPA Admin., Scheduling, Harbor Traffic)

Maintenance

WF Structures (Piers, Pilings) (N464)

WF Collateral Equipment 			   x               x          x		      x	x?

  (Camels, Fenders, Brows, etc.)

WF Facilities							     x

Service Craft and Boats			   x               x           x	        x	     x	x

		NAVAIDS (Buoys, channel markers)		 	    (Coast Guard)           x	    x	x

		Mooring Maintenance		                                          (NISMF) 	       x	    x

		Security

		Stevedoring				       	 x       x             x		x

		Stores, Supply, Husbandry                                                x

		Utilities (Elec., Water, Steam, Telephones, CHT)	                   x       x		   x	x

		Refuse Disposal				                   x       x	       x	   x	x
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		Determine parts of the process which could be eliminated

		What tools or equipment can improve the process

		What tools/equipment/databases already exist

		Identify impact to stakeholders







DETERMINE “ TO BE”

PERFORMANCE

MEASURE

IDENTIFY ANY “QUICK HITS” ALONG THE WAY



DECISION



IMPLEMENTATION

Determine Functional Business Units

		Defined in Strategic Sourcing Decision Tree



		Capability/current organization

		Existing manpower, funding, databases

		Identify stakeholders/users and issues



		Summit? - Establish working group and ESC decision makers

		Demonstrate leadership and sponsorship



		Develop metrics

		Determine regulations that impact process

		ABC model - cost drivers

		Benchmark other organizations for best business practices

		Ensure users requirements are defined and used in the process



MAP

“AS IS”

PROCESS

		Baseline Reporting System

		Scorekeeping, analysis across regions

		Standards, levels of service



		Review Cost Benefit Analysis

		Summit, ESC decision



		Reinvestment funding

		Transition plan



		Risk assessment, impacts to mission





DEVELOP 

“TO BE”

VISION



PERFORM

COST BENEFIT

ANALYSIS



INVESTIGATE

BEST PRACTICE

(BENCHMARKS)



DEVELOP

“TO BE”

PROCESS



Map As Is:

Handbook detailing FA process?

Facilitator training program for conducting FA?

Roles and responsibilities between CPF and Region?

CPF team representation?

Data collection support?

		Handbook detailing FA process?

		Facilitator training program for conducting FA?

		Roles and responsibilities between CPF and Region?

		CPF team representation?

		Data collection support?



		What are the lessons learned from previous initiatives?

		Benchmark data from other DoD agencies?

		Cost data collection labor intensive?  

		How do we limit cost activities without omitting key info needed for decisions?



		Operational requirements?

		Technology requirements?

		Readiness requirements?

		Legal requirements?

		What are the alternatives and who can identify?



		Risks to analyze, identify and prioritize

		personnel shortfalls

		goldplating

		continuing stream of reqmt changes

		Working group summit

		ESC decision



		Performance shortfalls

		Technical expectations

		Does the alt answer the mail?



		Organizational structure?

		Relational database/system?

		Process for transition?
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Strategic Goals

		Respond to Customers’ Requirements. 

		Work Within Our Budget. 

		Take Care of Our People.



Strategic Objectives

		Efficient Port Operations Center.

		Quality Tugboat Operations.

		Reliable Berthing & Hotel Services.

		Efficient Port Logistics Support.



Critical Success Factors

		Provide Shipboard Fire Fighting.

		Provide Pilot Transportation.

		Provide Emergency Towing.

		Provide Target Towing Services.

		Be On Call 24 HR/Day.

		Moor/Unmoor Ships.

		Maximize Benefit/Cost.

		Maintain/Repair Tugs.

		Upgrade Staff Competencies.

		Employee Satisfaction.



Performance Indicators





		90% Customer Satisfaction Rating





		100% w/in Projected Budget





		5% Down Time





		< 1% OT Hours



Supports COMNAVREG Mission/Vision

		Core Competencies



		Organizational Assumptions



		Process Vision



Built upon Region Foundational Elements
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		Weight Handling



Floating Cranes					                                  x		   x

Mobile Cranes (Truck Cranes, etc.)						   x

(Fixed Cranes Portal Cranes, Bridge Cranes, etc.)					   x

Forklifts				       x				   x

Harbor Piloting				       x                x              x             x		   x

Degaussing				          	   n/a             x 		   x

		Ships Vehicles				                                    x

		Ship Towing								   x

		Service/Misc Craft & Boats (assigned to shore activities)   x              x            x            x	         x	   x

		Hazardous Waste-handling, storage & disposal (N465)       x			         x	   x

		Logistics Requisitions (LOGREQS)		       x              x            x

		Sea Air Rescue					                               x		   x

		Naval Station Communications (distributes/receives	                     x            x



   message traffic for tenant commands)

		Operate/Provide TWR (Torpedo Weapons 		                                   x		   



   Retrieval) Svcs

		Waterborne Transportation via small boats (gray boats)                                  x             x	          x	   x

		Personnel Transportation for sub/surface ships 	                      x           x		   x



 (via TWR boats)

		Honors and Ceremonies			                                   x
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OPN

Eqpt

over

 $100K

N46

N43

N42

N41

N82

N3

N7

Prepo

2A1F

$279M

$7M Port Ops

Depot

Maintenance

1B4B

$919M

Combat Support

LCAC

1C6C

$238M

$1.7M Port Ops

(Assault Combat Unit 5

Camp Pendleton)

EOD

$3.7M

1C6C

		Shipyards

		Drydock/Scheduled Overhauls

		Utilities

		Tugs

		Ships Vehicles

		Floating/Mobile/Fixed Cranes

		Forklifts



		Tugs (DG/Guam?)

		Fuels

		Stevedoring



Supplies & 

Equipage

1B1B

$311M

$20M Port Ops

Ships Depot

Ops Support

1B5B

$370M

MDSU/CDU

$800K

1C6C

		Pearl Pilot ($14M BOS N46?)

		Berthing Program

		FTSCPAC/SRF

		Floating/Mobile/Fixed Cranes

		Forklifts

		Ships Vehicles



		Dive locker

		Small Craft Maint



		Small Craft Maint. 

		Fuels



		Fixed Crane Services

		Trash & Wet Garbage



  Disposal

		Communication/



  Electronic Equipment

		Pager/Beeper Service



Ship Fuel

$265M(FY98)

1B1B

RSSI

1B2B

$39M

to become BOS?

Ship Charter

1B1B

$349M

$10M Port Ops

BOS/OB

BSS1

$28M Port Ops

Intermediate

Maintenance

1B3B

$155M

Ship Utilities

$91M(FY98)

$0.9M(FY98) tycoms

1B1B

		Ordnance

		NWS Seal Beach

		Det Port Hadlock

		Det Concord

		Det Fallbrook

		Maintenance (Piers & 



  Pilings)

		SIMA/TRF

		Utilities

		Floating Cranes

		Mobile Cranes

		Fixed Cranes

		Forklifts

		TWR Maint.



		Fuel (Op Forces)



		Tugs ($6.3M for SD)

		Fuels (MSC)

		Stevedoring (MSC)



		Security

		Ordnance (except Seal Bch)

		Maint. Svc Craft (assigned to



  Shore Activity)

		Tugs

		Mooring Maintenance

		Fuels (Small Craft/Tugs)

		Refuse Disposal

		Harbor Control

		Stevedoring (load & unload cargo)

		Collateral Equipment Maint.

		Navaids (DG only)

		Dive Locker (not deployed)

		Floating/Mobile/Fixed Cranes (Navy Port)

		Forklifts

		Degaussing

		Harbor Pilot

		Ships Vehicles (Navy-owned, self-driven)

		Service Craft/Boats Overhaul

		Ship Two

		Sea/Air Rescue

		Naval Station Communications



		Electricity

		Potable Water

		Salt Water

		Demineralized Water

		CHT



		TWR-SCOR($700K)

		PMRF ROS-TWR($2.1M)

		ATG



		Maint. Svc Craft (assigned to OPForces Act., staffs)

		Stores, Supply, Husbandry

		TWR Ops

		Non-Navy Port

		Kobe, Japan & Singapore

		Harboar pilot

		Utilities

		Sewage/garbage removal



		Spill response

		Fuels

		Floating/Mobile/Fixed Cranes

		Forklifts



Business Unit Functions

Related Functions

(program managed by other

CPF directorates)

Warfare Support

1C4C

$60M

$3M Port Ops

BOS/MRP

$181M/$26M

BSM1

		Maintenance (piers & pilings)

		WF Facilities



BOS/EC

BSS1

		Environmental (OSOT, Spill Response, Water)

		NAVFAC/NFESC funds matls & supplies









OPN

Eqpt
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 $100K

N46

N43

N42

N41

N82

N3

N7

Prepo

2A1F

$279M

$7M Port Ops

Depot

Maintenance

1B4B

$919M

		NFADB/P-164

		U/W Inspect Report

		Corrosion Control Report



Supplies & 

Equipage

1B1B

$311M

$20M Port Ops)

BOS/EC

BSS1

Ships Depot

Ops Support

1B5B

$370M

		NFESC-AARR Dbase

		BAM E-Dbase

		P2 Eqpmt 

		Execution Plans



		SABAR

		NVR



		SABAR

		NVR



Ship Fuel

$265M(FY98)

1B1B

RSSI

1B2B

$39M

to become BOS?

Ship Charter

1B1B

$349M

$10M Port Ops

BOS/OB

BSS1

$28M Port Ops

Intermediate

Maintenance

1B3B

$155M

Ship Utilities

$91M(FY98)

$0.9M(FY98) tycoms

1B1B





Warfare Support

1C4C

$60M







		NEURS

		DUERS

		PWC Data





		SABAR

		NVR

		DUERS



		TRIMS

		SABAR



		NEURS



		SABAR

		NVR

		FMPMIS



		CAIMS

		ROLMS





		FMPMIS



NEURS = Navy Energy Usage Reporting System		CAIMS = Conventional Ammunition Integrated Management System

DUERS = Defense Utility Energy Reporting System		FMPMIS = Fleet Modernization Program Management Information System

SABAR = Service Craft and Boat Accounting Report		TRIMS = Target and Ranges Information Management Systems

NVR = Naval Vessel Register			AARR = Annual Allowance Requirements Review

P2 Eqpmt = Pollution Prevention Equipment		ROLMS = Retail Ordnance Logistics Management System

CRAFT = Cost Reporting Analysis and Forecasting		NFADB = Naval Facilities Activity Data Base

Combat Support

LCAC

1C6C

$238M

$1.7M Port Ops

BOS/MRP

$181M

$26M

BSM1

EOD

$3.7M

1C6C

MDSU/CDU

$800K

1C6C

		CRAFT













Business Unit Definition/Related Functions

		Fuels (delivery)				  x             x         x	 	     x	x

		Ordnance Handling (TWR, transport platform)                                        x	       x		x

		Dive Locker

		Environmental (N465)			  x             x         x	       x	     x	x



 (OSOT, Spill Response, Water)

		Tugs					  x             x         x	       x         (MSC)	x

		Harbor Control (Harbormaster, 			  x             x         x	       x	     x	x



   SOPA Admin., Scheduling, Harbor Traffic)

Maintenance

WF Structures (Piers, Pilings) (N464)

WF Collateral Equipment 			   x               x          x		      x	x?

  (Camels, Fenders, Brows, etc.)

WF Facilities							     x

Service Craft and Boats			   x               x           x	        x	     x	x

		NAVAIDS (Buoys, channel markers)		 	    (Coast Guard)           x	    x	x

		Mooring Maintenance		                                          (NISMF) 	       x	    x

		Security

		Stevedoring				       	 x       x             x		x

		Stores, Supply, Husbandry                                                x

		Utilities (Elec., Water, Steam, Telephones, CHT)	                   x       x		   x	x

		Refuse Disposal				                   x       x	       x	   x	x
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Business Unit Definition (Con’t)

		Weight Handling



Floating Cranes					                                  x		   x

Mobile Cranes (Truck Cranes, etc.)						   x

(Fixed Cranes Portal Cranes, Bridge Cranes, etc.)					   x

Forklifts				       x				   x

Harbor Piloting				       x                x              x             x		   x

Degaussing				          	   n/a             x 		   x

		Ships Vehicles				                                    x

		Ship Towing								   x

		Service/Misc Craft & Boats (assigned to shore activities)   x              x            x            x	         x	   x

		Hazardous Waste-handling, storage & disposal (N465)       x			         x	   x

		Logistics Requisitions (LOGREQS)		       x              x            x

		Sea Air Rescue					                               x		   x

		Naval Station Communications (distributes/receives	                     x            x



   message traffic for tenant commands)

		Operate/Provide TWR (Torpedo Weapons 		                                   x		   



   Retrieval) Svcs

		Waterborne Transportation via small boats (gray boats)                                  x             x	          x	   x

		Personnel Transportation for sub/surface ships 	                      x           x		   x



 (via TWR boats)

		Honors and Ceremonies			                                   x
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