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Strategic Sourcing
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 Private Sector — 1990s

— Strategic approach to managing costs &
suppliers

— Enterprise-view: SCM, processes, demand

 Public Sector — 2000s

— Increase value through purchasing
— Leverage buying power of the enterprise

— Alir Force Installation Contracting Agency
(AFICA)
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 Determine which products/services
present the best opportunities for
strategic sourcing
— Proactive approach
— Data-driven
— Repeatable
— Uses internal AF & external market data
— PSC-/FSC-level and Category-level

e |t's about ROI!
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B Moemou Doing a Spend Analysis is Hard

GCHALLENGE ACGEPTED
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“Although such an analysis can be time-consuming and
labor-intensive, private enterprises have found that
without a spend analysis it is difficult to identify
prospective targets for applying better [purchasing and
supply management] practices, develop supply
strategies for specific commodities, select the best
suppliers, manage suppliers in a way to maximize
rewards and minimize risks, and convince all senior

_* leadership of the need to shift to best [purchasing and
,j supply management] practices and of the need for
resources for the shift” (RAND, 2004, p. 7).
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- Simpte Elegant
e Internal data only

e Uses installation-level* data from FPDS-
NG (2010-2014)

' e Performed at PSC-/FSC-level
__, » Weights based on SME judgment

,,u PSC/FSC Score = .20(#Contracts) + .20(#Suppliers) +

- 20(#PurchOffices) + .15(#0Offers) +
.12($Obligated) + .08(Trend) +
05(#MAJCOM)

*Kinda WWW.NPS.EDU
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e Chose to work with Top 67 PSCs/FSCs
wWhy? 80% of total spend

* Rack/Stack*
— Top 67 PSCs/FSCs by Algorithm Score

— Top 67 PSCs/FSCs by Variable
— Color Coded

i 116 Unique Installation

PSCs/FSCs

b A
.. *Some Assembly Required.
Trend & MAJCOM Not Included.
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e 116 Installation PSCs/FSCs sorted by:

Algorithm Overall Spend Top 67 # # PSCs/ESCs
Score Score Variables

Winners Top 67
Top 67 -- =
Weirdos
(All Others) Not Top 67 -- 3+ 71
Not Top 67 Top 67

DON'T

BE LIKE

THE REST

| OF THEM
WEIRDO DARLING, =
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 Resources assigned to investigate the
best opportunities

« Category Intelligence Report (CIR)

Air Force Data ED:' Market Intel -
(Internal) (External) | [

Historical Analysis Market Gap Develop
Spend of SME Analysis Analysis Courses
Analysis Data of Action

Object from Sharkey (2015) Slides, “Business Intelligence Competency Cell (BICC) Training Plan”

Business Intelligence

17
WWW.NPS.EDU



———
*

| ¥ NAVAL I
r"? POSTGRADUATE Q u eSt I O n S

\y/  SCHOOL

WWW.NPS.EDU



———
z *

NAVAL

-, e References

SCHOOL

Business Intelligence Competency Cell (BICC). (2015). AFICA
Mining Company Strategic Plan. WPAFB, OH.

Handfield, R. (2006). Supply market intelligence: A managerial
handbook for building sourcing strategies. Boca Raton, FL:
Auerbach Publications.

RAND Corporation. (2004). Using a Spend Analysis to Help Identify
Prospective Air Force Purchasing and Supply Management
Initiatives. Santa Monica: RAND Corporation

vid Sharkey, J. (2015). Business Intelligence Competency Cell (BICC)
PaR Training Plan. WPAFB, OH.

Westermeyer, R. (nd). Category Management: Applying Better

Buying Power to Installation Support. WPAFB, OH. A

WWW.NPS.EDU



	Mining for Gold: �Developing and Implementing a �Strategic Sourcing Prioritization Model �for the United States Air Force
	An AFICA-NPS Collaboration
	Strategic Sourcing
	Air Force Spend
	Air Force “Installation” Spend
	Research Goal
	Doing a Spend Analysis is Hard
	Doing a Spend Analysis is Hard
	Doing a Spend Analysis is Critical
	The Algorithm
	Results – Internal AF Data
	Results – Internal AF Data
	Results – External Market Data
	What Happens Next?
	Questions
	References

