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Brief Description: 
The Air Force Supply Management Business Area involves the inventory management of approximately 2.2 million items, including weapon systems consumable and depot level reparable spare parts. 

Materiel is procured from contractors and held in inventory for sale to authorized customers. Customers purchase the materiel using appropriated funds, primarily operations and maintenance (O&M).  Prices for items purchased cover the total cost (acquisition costs plus the cost of supply operations and transportation).

The Air Force Supply Management Business Area consists of most of the resources and financial operations of the former divisions of the Air Force Stock Fund but does not include the former Commissary Division that transferred to the Defense Commissary Business Area on October 1, 1992. In addition, this business area includes reparable weapons components that were not managed under the Air Force Stock Fund. The Supply Management Business Area is comprised of five divisions:

The Material Support Division—Established in FY 1998 by consolidating three separate divisions, this division is responsible for the procurement and sale of weapons systems and consumable parts and depot level reparable spare parts. Also included are all support costs associated with operating the supply system, including personnel, logistics support, buildings and utilities.

The General Support Division (GSD)—This division is responsible for retail acquisition, storage, and issue of items managed at the wholesale level by other services, Defense Agencies, or Government Agencies. GSD also acquires and issues items from local procurement or local manufacture. Typical GSD items are consumable hardware such as nuts, bolts, and sheet metal; oils and lubricants; individual equipment such as flight suits; tools; office supplies; construction materials; and low cost equipment.

The Fuels Division—This division manages Air Force aviation and ground fuel products. This Division is transferring to the Defense Logistics Agency by FY 2002.

The Medical/Dental Division—This division is responsible for medical and dental equipment and supplies for Air Force medical/dental facilities.  

The Academy Cadet Store Division—This division manages uniforms issued directly to Air Force Academy cadets.

The Air Force Supply Management Business Area encompasses five Air Logistics Centers (ALCs). The ALCs procure materiel for their customers and make repair parts available to support military readiness.

Air Force Supply Management Inventory Control Points: 
• Warner Robins Air Logistics Center (ALC), GA

http://www.robins.af.mil/index.htm
• Tinker ALC, OK

http://www.tinker.af.mil/
• Hill ALC, UT

http://www.hill.af.mil/
• Kelly ALC, TX*

• McClellan ALC, CA*

(*Kelly and McClellan ALCs are scheduled to close in FY2001 based on decisions of the 1995 Base Realignment and Closure Commission.)

Primary Outputs:
The primary outputs for the Air Force Supply Management Business Area are cost per dollar of wholesale sales and cost per dollar of retail sales, and are calculated by dividing the total cost of doing business by wholesale/retail sales.  The Air Force 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 Air Force 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 Air Force 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. 

Unit Cost Reporting:

The unit cost reports provide financial management information to the business area and/or activity within the business area.  From the reports, managers/analysts can examine the financial status of the business area and compare the actual unit cost of an output to the goal of that output.  The reports provide management with the ability to look at all costs; direct, indirect, and general and administrative (G&A) as applied to outputs of the business area.

The DLA produces the unit cost reports for the Air Force Supply Management Business Area.  The financial data is extracted from the Defense Business Management System (DBMS) which is used for payroll, personnel, and costs accounting.  Other workload and cost data is manually input to the unit cost reports (i.e., workload, credits, and materiel obligations) from other Air Force systems. 

Financial & Workload Systems:

The Air Force relies on the following Defense Finance and Accounting Service (DFAS) and Air Force owned systems to produce the Air Force Supply Management unit cost reports:  These financial and logistics systems are undergoing various improvements and upgrades to better serve the needs of the business group managers and customers.

Effectiveness Measures:

Data for the measurement of operational performance is available from three sources including the Air Force 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:

· Fill rate (sometimes known as supply availability)

· Frequency of Quality Deficiency Reports (QDRs) & Reports of Discrepancy (RODs)

· Length of time required to take corrective action to resolve discrepancies, and 

· Stock turn (ratio of annual sales to the average value of inventory)

Net Operating Results)
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