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Brief Description: 
The Army Supply Management Business Area performs inventory management functions that result in the sale of consumable parts and depot level reparable items, and general use consumables to a wide variety of customers.  All costs related to supplying this material to the customer are recouped through a stabilized price. The price includes a surcharge to cover costs such as inventory losses, transportation, obsolescence and cost of inventory management supply operations. Supply operations includes civilian labor, military personnel at supply activities, a portion of the Headquarters costs related to inventory management, the receipt and issue of Army managed material and retail material at distribution depots, and the depreciation of capital assets.  

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

Inventory Control Points:

•     ATCOM, St. Louis, MO

· CECOM, Ft. Monmouth, NJ

http://www.monmouth.army.mil/cecom/cecom.html
· MICOM, Huntsville, AL

http://www.sellingtoarmy.org/poc/missions.asp?ID=23
· TACOM, Warren, MI

http://www.tacom.army.mil/
· ACALA, Rock Island, IL

http://www.ria.army.mil/
· AMC/MOB, Alexandria, VA

Other Wholesale:

· AMCID/MOB, Alexandria, VA

· DSSW, Washington, DC

· HQ FORSCOM, Atlanta, GA

· HQ TRADOC, Ft. Monroe, VA

http://www-tradoc.army.mil/
· HQ USARPAC, Ft. Shaffer, HI

· HQ Eighth US Army, Seoul, Korea

· HQ USAREUR, Heidelberg, GM

· HQ USARSO, Ft Clayton, Panama

Army Supply Management Business Area History:

The Department of Defense (DoD) guidance began to generate changes for all DoD Components with initiatives on cost per output in 1989.  Decisions by the DEPSECDEF on reducing supply system costs, stock funding of depot level reparables, took major steps toward total cost visibility with the customer paying for investment items as well as depot repair of those items and paying increased prices of materials to cover Inventory Control Point (ICP) operation costs.  The line between stock and industrial funds was blurred since both were now under a full cost recovery policy.

A February 1991 decision on DoD financial systems, established the Defense Business Operations Fund (DBOF) by combining five industrial funds, four stock funds, and some Defense Agency-type functions into a single revolving fund.  These adjustments, revisions to functional/financial policies and procedures, and the dramatic restructuring of operational and support forces led to a detailed review of DBOF implementation in 1993 throughout DoD.  The results were reflected in the DBOF Improvement Plan in September, 1993, in which unit costing was re-energized across all business areas.
Primary Outputs:

The primary unit cost measures for the Army Supply Management Business Area are cost per dollar of sales and are calculated by dividing costs, obligations, and credit returns by gross sales. The Army Supply Management Business Area is resourced and managed under unit cost.  Annual Operating Budgets (AOBs) provide official management unit cost goals at the Service level.  The Army Supply Management Business Area must perform, in total, at or below this aggregate unit cost goal.  Therefore, although some ICPs may be operating above the goal, there will be others operating below the goal.  The Army is encouraged to issue internal AOBs by ICP and to monitor the actual unit cost performance of each ICP.  Unit cost performance reports are also available at the ICP level for wholesale unit cost. 

Effectiveness Measures:
Data for the measurement of operational performance is available from three sources including the Army FY 1996/7 Budget Estimates Submission (BES), the Chief Financial Officers (CFOs) Statements, and the Milestone II Report on DBOF Implementation.  Performance data are provided to measure four aspects of ICP performance including:

· The fill rate (sometimes known as supply availability)

· The frequency of Quality Deficiency Reports (QDRs)

· Customer Wait Time

· Net Operating Result
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