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Section I: Business Area

This business area supports the overhaul and repair of major end items of equipment and components.  This includes Bradley Fighting Vehicle Systems(BFVS), Multiple Launch Rocket System(MLRS),  a variety of tactical and wheeled vehicles, missiles, and trackblocks and roadwheels and the use of calibrated test, measurement and diagnostic equipment.  The depot maintenance program is a key component in the Army’s strategic maintenance sustainment base.  The maintenance depots operating within the Army Working Capital Fund are the only organic source of fully reconditioned/overhauled weapon systems and equipment replenishment for redistribution to fill equipment readiness needs. 

1.01
Description

1.011
Business Area Name

Depot Maintenance 

1.012
Address

Red River Army Depot (RRAD)  

Directorate of Resource Management

Texarkana, TX 75507-5000 

1.013
Depot Point of Contact

Mr. Tim Thomsen 

DSN: 829-3743  

Comm: 903-334-3743

Email:  tthomsen@redriver-ex.army.mil

1.02
Mission Statement

The primary mission of the Army depot maintenance enterprise is to provide responsive, reliable, and cost-effective rebuild, overhaul, upgrade, and repair of end items and components to operating forces to ensure the readiness, sustainability, and safety of these forces in support of national defense objectives.  This is done through a balanced, viable public and private industrial base that is an integral part of the logistics supply system.

1.03
Organizational Structure

AMC operates five organic maintenance depots that are managed by three AMC Major Subordinate Commands (MSCs).  Tank-automotive and Armaments Command (TACOM) is one of those MSCs.  Table 1 displays the relationship between the MSC and RRAD.  An organization chart showing the relationship between TACOM and RRAD is found in section 1.033. 

Table 1
Organization
MSC/Depot
Location______

Tank-automotive and Armaments Command
MSC
Warren, MI


Red River Army Depot
Depot
Texarkana, TX

1.031
Number of Employees

Table 2 shows the total authorized FY01 & 02 staffing for RRAD. 

Table 2
Fiscal Year
Military
Civilian
Total

01
6
1,241
1,247

02
6
1,261
1,267

There are also approximately 200 contract employees hired to augment the civilian workforce.  The number of contract employees fluctuates depending on workload requirements.  

1.032
Management Structure/Chain of Command

Depot-level maintenance in the Army has traditionally been conducted by government civilians under the command and control of AMC, a major command (MACOM) within the Army.  A single Army Depot Maintenance (DM) Policy approved by the Assistant Secretary of the Army for Acquisition, Logistics and Technology [ASA(ALT)] on 28 July 1999 designated the Commanding General (CG), AMC, as the single manager for the execution of Army depot maintenance.

In Fiscal Year (FY) 1998, AMC began to individually realign the organic depots under three AMC MSCs, the U.S. Army Tank-automotive and Armaments Command (TACOM), the U.S. Army Aviation and Missiles Command (AMCOM), and the U.S. Army Communications-Electronics Command (CECOM).  These MSCs are also known as commodity commands as their formal titles suggest.  See Table 3 for the relationship between the MSC and the depot.

One of the primary missions of these commodity commands is to manage major end items and repairable item inventories by commodity, arranging for the repair of unserviceable items returned to the supply system and for the procurement of new items directly from vendors.  Thus, the depots were realigned under the MSCs by the commodity supported.  Anniston Army Depot (ANAD) and Red River Army Depot (RRAD) are assigned to TACOM.  The chain of command or command and control authority of each depot flows through the CG, AMC to the CG of the appropriate MSC to the Depot Commander, an Army Colonel.

While the Depot Commander is responsible for day-to-day operations, responsibility for overall maintenance policy, to include depot maintenance policy, resides with the Department of the Army (DA) Deputy Chief of Staff for Logistics (DCSLOG, now G-4).  Below DA, responsibility for depot maintenance policy within the AMC resides with the AMC DCSLOG(G-4) who reports directly to the Deputy Commander of AMC.  Within the Office of the AMC DCSLOG(G-4), the Director of Maintenance Management who reports to the Assistant DCSLOG(G-4) for Logistics is directly responsible for depot maintenance policy. 

The AMC depots are funded within the Army Working Capital Fund (AWCF).  The AMC's Deputy Chief of Staff for Resource Management (DCSRM, now G-8) has the responsibility for AWCF matters and cost management policy associated with the operation of the depots.  Thus, the AMC has designated the DCSRM(G-8) as having the responsibility for the Cost Management Plan as specified in the Secretary of the Army's "Army Strategic Plan for Implementation of Cost Management/Activity Based Costing."

Table 3
     MSC

Depot(s)

TACOM                                                 RRAD

1.033
Organizational Chart

The chart in figure 1 shows the organizational structure of RRAD.  The mission directorates of Operations and Theater Readiness Monitoring are broken out by division as that is where the early efforts of ABC will be focused.  The first Rapid Prototype is the Bradley Transmission area.  The cost centers are located in Operations Dir.  The number of employees in 9 cost centers routed with the Bradley transmission is 12-35 in those centers with 7 of the 9 between 16-21 employees.  Most of these cost centers are located in Building 345.    
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Note:  Complete RRAD organizational structure is not shown

1.04
Business Area Funding Sources

Depot maintenance operates as a fully reimbursable activity.  The funding comes from the customers through the parent Commodity Command, to the depots.  Therefore, the use of the terms appropriated or non-appropriated funds is not germane to the discussion since all funds are received from the customers, and depots do not receive direct allocation of appropriated funds.  

1.05
Products and Services

Depot Maintenance services includes rebuild, overhaul, upgrade, recapitalization and repair of end items and components.  Repair work is the restoration of an inoperative item to operable condition.  Rebuild is work performed in order to renovate an item, restoring it to a new or like new condition.  Overhaul is work performed on an item through inspection and renewal of aging components.  Recapitalization is work performed on a weapon system to restore that item to a zero miles and zero hours condition.  The following table reflects the products serviced by RRAD.

Table 4
Organization
Products Serviced

Red River Army Depot
Light armored vehicles, select missile systems and their components, tactical and wheeled vehicles, roadwheels and trackblocks, support and construction equipment

1.06
Major Customers

RRAD’s customers are composed of both Army and non-Army customers.  Army customers are the active Army, National Guard, and Army Reserves.  The non-Army customers consist of other DOD Services, other federal government agencies, foreign governments, and private industry.

The chart in Figure 2 on the next page is a breakdown of RRAD customers based on fiscal year 2002 programs.  The customer category of other includes inter-service customers, and non-DoD customers.  

For RRAD in FY02, the breakout was the following:


Customer



%


Direct Army



30


Program Manager(PM) (APA non-FMS)
20


Army Working Capital Fund(AWCF)
20


Operations & Maintenance, Army(OMA)
14


Army Reserves

 

 8


Army Natl. Guard 


 5


Other




 3

Other is comprised of Marine Corps, Foreign Military Sales(FMS), Research & Development, Testing & Evalualtion(RDT&E), Army Inter-Depot, and Defense Logistics Agency(DLA).
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Figure 2
Another way to look at RRAD customers is by MSC.  For FY02, the numbers  in Figure 3 were: 

        

Figure 4 shows the workload by major areas and systems and Figure 5 shows a breakout of those areas.


Section II: Baseline Cost Management/ABC Efforts

2.01
Overview of Current Business Area Cost Management / ABC Initiatives 

The Army Workload and Performance System (AWPS) is a cost management system that RRAD uses.  Details pertaining to cost management are contained in the draft Army Materiel Command's (AMC's) Cost Management Plan submitted in March 2001 for the depot maintenance business area.  Among the many changes that have occurred since the draft submittal is the rollout of AWPS-Next Generation (NG).  AMC has also requested a second prototype using AWPS for Activity Based Costing (ABC) at Anniston Army Depot (ANAD).  

2.011
Current Cost Management/ABC Efforts (by site)

RRAD currently uses AWPS as a labor cost management tool.  Other cost management efforts are not included.  ABC is starting at ground zero as a separate topic.

2.012
Existing MIS used to Manage Costs

AWPS is a management information system used for labor cost management at Army maintenance depots.  Details are contained in the draft AMC Cost Management Plan for Depot Maintenance. 

2.013
Other Cost Measurement Methodology 

Besides the ones listed in the draft AMC Cost Management Plan for Depot Maintenance there is the Top 5 Procurement Request Order Number (PRON) Review occurring generally every quarter.  Instead of Tobyhanna's Scorecard Review the name R&A Scorecard is used at RRAD.  

2.014
Software Used

Besides the Microsoft Suite, Oracle, and AWPS, the other software used is OROS.  Other systems are Standard Industrial Fund System (SIFS), Defense Property Accountability System (DPAS), Automated Time Attendance and Production System (ATAAPS) which use Standard Depot Systems (SDS).  SDS is in the process of being replaced by Wholesale Logistics Modernization Program (WLMP).  AWPS is to be subsumed by WLMP.   

2.02
Assessment of Employee Cost Management Skills

2.021
Management Level Skills Trained to do ABC/M

2.0211  Number with ABC training (Certification)   

None. 

2.0212  Number with On the Job Training

None.

2.022 Staff Level Cost Management Skills Trained to do other CM Methodologies                 AWPS training has been provided to a sizable number and percentage of people over the last two years. Other CM methodologies do not cover ABC per se so those are not included.  

2.0221  Number with ABC training (Certification)
Two have attended the 2-day Organization ABC Overview course.  Training taken more than two years ago is not included. 

2.0222 Number with On the Job Training

None

2.03
Existing Cost Accounting Systems

2.031
Location

RRAD uses SIFS that is described in the following section. 

2.032
Type System

SIFS is a cost accounting system designed in the late 1980s to automate cost accounting.  One of the primary functions within SIFS is the collection and comparison of actual and standard costs.  The MSCs and the depots use this system.  SIFS contains four modules, (a) Cost Accounting, (b) Methods and Standards, (c) Internal Operating Budget, and (d) General Fund and Financial Inventory Accounting.  The architecture of the system is the Cost Accounting, Methods and Standards, and the Internal Operating Budget modules feed the General Fund and Financial Inventory Accounting Module, which can then produce the General Ledger Accounting Reports and Financial Statements.

The Cost Accounting module uses the accrual basis of accounting and accumulates costs at job order /program control number level.  The accrual method recognizes revenues and expenses in the period earned or incurred, no matter when the revenue is received or the payment is made.  This module provides a standard cost methodology, captures total funded and unfunded costs, captures overhead costs and allocates those costs, provides management information at multiple levels, and has the ability to perform variance analysis.

Details on the other modules are contained in the draft AMC Cost Management Plan for Depot Maintenance.  

2.033
Methodology

The methodology used by SIFS is the accrual basis of cost accounting.  As described in section 2.032 in the Cost Accounting module, it recognizes revenue and expenditures during the period that they are incurred, no matter when the revenue is received or the expense is paid.  Lately, there has been discussion to change revenue recognition rules.  

2.034
Cost Management/Decision Support System

The information in SIFS is used to produce management reports that are presented to upper management in PowerPoint presentation.  Currently, SIFS does not link into a formal cost management system but SIFS is a part of the SDS and AWPS could link into SIFS to extract information. 

2.04
Current Performance Management System (s)

2.041
Performance Measures

According to the FY99 Army Annual Financial Report, Army maintenance depots are measured against two sets of measures: fiscal performance measures and program performance measures.  All measures are shown for the current year plus the previous two years.  The five fiscal performance measures include cost per direct labor hour, financial operating measures (i.e. Accumulated Operating Result (AOR)/NOR), customer revenue rate, capital investment of new equipment and construction projects, and cash management.  Two program performance measures include production output and schedule conformance.

Additionally, AMC judges the depots against logistics and resource measures.  AMC looks at the  resource measures of the AWCF Depot Maintenance, which includes NOR, net cash, new orders, productive total direct labor hour by direct employee, and productive labor hours generated per direct employee.  AMC also looks at OMA major item program obligations, capacity utilization, and depot production schedule.  In July 1999, AMC reinstituted the Depot Maintenance/Arsenal Conference and PRON review.  At the conference, AMC looks at the depots revenues, expenses, recoverable NOR, direct labor hours, new orders, production labor hour per direct employee, and recapitaliztion status.  The PRON review looks at aged PRONs.  Since January 2001, the depots will be measured on parts to see how effective the depots are managing their installation supply account.

2.042
Use of Performance Measures for Management 

Each business area in the depot presents a review of their operations and measures on a monthly basis to the depot Commander.  Monthly review allows the managers to monitor the progress of the measures as compared to the yearly goal.  This provides a mechanism to catch problems before they become crises.  Management is then able to apply corrective action to the problem.  Management at its discretion monitors areas that are perceived as weakness on a more frequent basis until it is determined that the problem or anomaly has been solved.

After the depot Commander is briefed, the Commander reports the same information, rolled-up, on a quarterly basis to the appropriate MSC and AMC headquarter personnel.  The MSCs have recently taken control of the depots and thus, the process for developing effective performance measures for the depots.  

2.043
Performance Measures in Support of the GPRA

The Government Performance Results Act (GPRA) was enacted in January of 1993.  It was established to ensure that government agencies engaged in strategic planning and performance measurement.  The purpose of this Act is to initiate reform in government programs through establishing program goals and measuring the performance of the program against those goals.

TACOM's strategic plan fulfills the purpose of the GPRA.  The current performance measures that the depots use to manage their business support the spirit of GPRA in that the metrics measure the key indicators that determine successful depot performance.   

2.044
Alignment of Performance Measures to CM Systems

AWPS is a cost management system for the depots and is aligned with the depots performance measures.  Additional enhancements will improve the capabilities of AWPS.  It currently measures a key performance measure, direct labor hours, by work center and production unit.  This key performance measure is critical since many of the other performance metrics are driven by direct labor hours.  AWPS is an accepted system in the depots and draws information from other established management information systems.  AWPS already has enhancements in the pipeline to improve its cost management functionality.  It has the ability to draw from a multitude of management information systems to provide cost management information.  There currently is no other management information system in use at the depots that provides more cost management functionality than AWPS.
Section III: Full Implementation of Cost Management (CM) /Activity Based Costing (ABC)

3.01
End-State Vision for CM/ABC 

AWPS based cost management will be deployed, maintained and used for continuous process improvement supporting business decisions and managing day-to-day operations at RRAD.  The cost management system will provide visibility into the operational cost drivers as well as high cost activities of the depots. 

Details pertaining to AWPS are contained in the draft AMC CM Plan for Depot Maintenance.  

3.011
Cost Management
Objectives related to the use of ABC are to reduce cost, support decision making, and determine product costs.  AMC guidance of not studying BASOPS and using cost centers as a cost driver limits the uses and data gathering formats for ABC.  Lean manufacturing and methods & standards are to do the studying on improving processes.  Users of the ABC data are the cost center or branch chief.  ABC cost culture will use quarterly meetings on what is available and act on the information.  
3.012
Activity Based Costing 
ABC is an accounting method which rearranges General Ledger dollars into distinct activities that are performed to produce a product or deliver a service.  It keeps track of the activity levels and output, consistent with the degrees to which each output depends on each activity.  The main idea behind ABC is that resources are consumed by activities which results in some type of output – products, services, or customers.  This idea is illustrated below in figure 3.

Figure 6
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The true value of ABC information is not in the reporting, but rather in the decisions that can be supported.  The ability to determine accurate activity and product cost enables informed decisions on what to do, with what product, and for which customer.  Additionally, it provides insight for true drivers of organizational efficiency.  

There are many commercial off the shelf (COTS) software tools to assist in developing ABC models.  All of these software suites have the same basic premise – collect resource cost data, list activities and outputs, allocate resources to activities and activities to outputs, and provide some type of reporting.  The most widely used ABC software – Oros – is produced by ABC Technologies Inc. (ATI).  This suite of software includes a module that provides the shell of a model and serves as a database to collect cost data.  Additional modules offer querying and reporting functions, as well as links to legacy database systems.  All ABC COTS software requires approximately 3-5 days of training to learn the basic functionality of the software.  Oros is the software selected for use on ABC.  

3.013
Performance Measurement for Management 

Financial and program performance measures are used by depot managers to gauge how well their business areas are doing compared to forecast.  The performance measures will be geared towards the shop level so managers will be able to see their status at a quick glance.  

Some common financial and performance measures used across multiple industries include, but are not limited to, workload capacity/availability; utilization rates; per unit costs (major items, secondary items); percentage ratio of direct to indirect costs; percentage ratio of organic to contractor labor; cost variances; bidding rates; and identification of cost drivers.

A broader tool to measure and manage an organization is the Balanced Scorecard.  The Balanced Scorecard monitors progress, both in production and internally within the organization, while simultaneously tracking financial measures.  The Balanced Scorecard framework is built on the following premises:

1.  Clarify and translate the organizations' vision and strategy

2.  Link strategic objectives and measures

3.  Plan and set targets

4.  Encourage strategic feedback and learning.

These steps should be performed in a continuous cycle to promote communication, help organizations stay focused, and provide an overall tool to manage the organization.  A cost management system should provide input when linking strategic measures and objectives.  This initiative should focus on four separate, yet intricately dependent components: the financial perspective, the customer perspective, the learning and growth perspective and the internal/business process perspective.  The outputs currently being provided in the R&A Scorecard are marked with which strategic goal is supported. 

3.014
Quality Program 

There are several tools and approaches prevalent in today's business that help an organization focus their management efforts to maximize results.  The Contractor Performance Certification Program (CP2) deals with ISO 9000 series standards and is a quality program for RRAD and the TACOM Quality Federation.  The Army Performance Improvement Criteria (APIC) is a key term in the Total Army Quality (TAQ) lexicon and is the core of the Malcolm Baldridge Criteria for excellence in management.  The Malcolm Baldridge criteria allow an organization to obtain a complete look at their overall business.  The criteria are: Leadership, Information Analysis, Strategic Planning, Human Resource Development and Management, Process Management, Business Results, and Customer Focus and Satisfaction.  The goal is to develop a systematic and unified approach in our processes using these criteria to achieve continuous improvement and total customer satisfaction. 

3.02
Vertical and Horizontal Integration
Vertically, AMC headquarters will be able to monitor depot costs by products and services and do comparability analyses across all depots (where applicable).  Horizontally, the cost management system will provide visibility into depot products/services by activity, which can be used for local allocation decisions.  Standardizing cost elements, allocation methods, and reporting functions will ensure that the depots are capturing the appropriate data at the appropriate level of detail.  As information is reported up the chain of command, all stakeholders and interested parties with a standardized cost management system will review the same type of information from each depot.  Because of the standardization of data and the consistency in reporting, authorities above the depots will consistently be able to identify what cost elements are included in the data and how that data is being used at the depot level.  Additionally, establishing standard performance measures will allow comparability or summary analyses of all the depots.  AMC could also use the improved data for the Program Objectives Memorandum (POM)/Budgeting cycle and the Working Capital Fund.  That is AWPS data and is one component of cost management.

Vertically, ABC will happen locally and be reported to higher commands.  Other organizations will report on lessons learned and progress will be reported to others.  AMC wishes to do a second prototype at ANAD using AWPS again and may change any plans that are currently in existence.  Horizontally, each cost center will be a cost object per AMC guidance and reports will be made to the cost centers that are active in ABC.  Each chief will be briefed on ABC data and decisions made on what the information shows.  Once a quarter the info will be updated and a report made to the Director for Resource Management and the Commanding Officer.

3.03
Cost Management Goals and Objectives

The cost management goal is to implement a cost management system at RRAD to ensure products and services accurately reflect direct and indirect costs, illuminate cost drivers, facilitate the development of recurring performance measures, and provide the cost measurement data necessary for the efficient and effective management of depot operations.  Short-term goal is to complete a Rapid Prototype of ABC by the end of the 3rd quarter, FY02.  Long-term goal is a culture change to ABC methodology by the end of FY03.  Other details and tie-ins are in the draft AMC's CM Plan for Depot Maintenance.   
Section IV: Baseline to Full Implementation Plan

4.01
Strategic and Operational Level Plans

4.011
Goals and Objectives for Implementation

Cost management information from AWPS is contained in the draft AMC CM Plan for Depot Maintenance.  

ABC will do a Rapid Prototype in the 3rd quarter of FY02 on the Bradley transmission using cost centers.  The Small Emplacement Excavator (SEE) line will be done in the 4th quarter.  After that, an evaluation with Lean will be done and ABC will add cost centers as dedicated resources permit.  

4.012
Concept of Operations

Cost management information is in the draft AMC CM Plan for Depot Maintenance.  Locally, data will be collected and presented to the cost center chief once a quarter.  A report on the information and decisions made will be made to Director for Resource Management and Commanding Officer.  A quarterly status report is made to TACOM which is passed to AMC to DA.     

4.013
Size and Scope

Starting out it will involve the number of cost centers where the Bradley transmission is routed.  This info is in AWPS-NG and is 9 different cost centers.  The numbers increase to the SEE lines and update the Bradley transmission cost centers.  At the start of FY03 grow the number of cost centers as the number of assigned, dedicated people permit.  

4.014
Roles and Responsibilities

The primary responsibility of using the cost management system will fall on the work center leaders, the depot intermediate managers and depot commander.  The MSCs and AMC headquarters will have responsibility for insuring the cost management capabilities are provided and are in fact used.  The ABC database and reports will be done by DRM.  A Business Team will be formed to perform the rapid prototype.   

4.015
Implementation Schedule 

Cost management covered in latest AWPS schedule.  Besides AWPS, there will be for ABC the Bradley transmission in 3rd quarter of FY02.  Cost centers covered increase for more products until complete coverage is obtained at the start of FY04.  This will be for the Directorate of Operations.  Next, the Theater Readiness Monitoring Directorate will implement ABC.  BASOPS would follow pending reorganizations, regionalization, and other changes.    

4.016
Planned Prototypes

Prototype will be utilized for the Bradley transmission.  The SEE vehicle lines are the next planned prototype vehicle area after that. 
4.017
Proposed Initial Training Program

Train 2 staff people with Organizational ABC Overview.

Next, form a Business Team and select individuals to attend the 3-day OROS software course.  Once a Rapid Prototype has been implemented have a site-visit course with assigned people attending. 

4.018
Software Requirements

OROS software is on-hand.  Other software is already here and is currently being used.  

4.019
Criteria for Assessing ABC as a Cost Measurement Tool

To be determined.  

4.02
Performance Measures

4.021
Development of Performance Measures

Current performance measures will continue to be used.  Additionally, some "generic" or industry standard performance measures will be recommended to provide additional insight to the depot level managers and to the commodity commands.  Instances that arise that may require the development of new performance measures, such as new initiatives, changes in processes or changes in output will need to be reviewed on a case by case basis.  Depot work center managers should monitor performance measures the closest, followed by depot commanders, MSCs, and AMC.  AMC will establish guidance explaining the process for developing, maintaining and effectively utilizing performance measures.

The objectives of a cost management system and the level of detail required of the data are unique for each level of an organization.  The cost data required at a depot to manage day-to-day operations is significantly different than the cost data required at AMC headquarters to manage multiple organizations at a higher level.  Therefore, it is important to note that managers at the same level (i.e. managers from all the depots) should be utilizing the same measures.  MSC managers should also be using the same measures for their level.  Creating standard performance measures are important because managers need to be measured against the same thing.  Managers also need to know what to look at on a monthly basis.

4.022
Measuring and Evaluating Performance 

Using the current and planned performance measures, managers will be able to perform trend analyses using historical data, compare measures to other depots or industry competitors and assess readiness.  Managers will also be able to develop performance measures and measures for new initiatives to measure how effective the initiative is and whether or not it is resulting in expected savings/cost changes.

4.023
Performance Measurement Supports Continuous Improvement

Depot managers use performance measures to gauge how well their business areas are doing compared to forecasts.  Monitoring costs along with historical data will ensure all costs, direct and indirect, are being captured in the products and services.  Historical data can also be used to conduct trend analyses to see how the depot is doing compared to itself, other depots, or industry competitors.  Through performance measures, the cost management system will also be able to identify possible focus areas for Lean efforts to improve depot efficiency.  In essence, the use of performance measures forces the depot managers to constantly be monitoring their performance and looking for ways to improve efficiency.
4.024
Performance Measures are linked to Strategic Goals and Objectives

The planned performance measures will be linked directly to the depot maintenance strategic plan and will provide depot managers insight into depot operations.  By accurately identifying direct and indirect costs, depot mangers will be able to make quick repair decisions, be able to accurately identify material and inventory costs, determine the value of work in progress, and know how competitive they are in the market.  The cost management system will identify potential places for business process reengineering.  By conducting a Business Process Reengineering (BPR) effort, depot managers will increase depot efficiency and ultimately decrease depot prices.  The full discussion of performance measures is included in section 4.022.  Additional information is included in section 3.013.  Lean manufacturing and methods and standards will look at areas independent of cost management and ABC efforts.  

4.03
Sustaining and Improving the Cost Management Program 

The natural assessment and evaluation of how effective the cost management system is performing occurs on a day-to-day basis at RRAD.  Managers to gauge how useful the cost measurement system (AWPS) output is in supporting business decisions, in developing performance measures and in illuminating cost drivers.  The actual use of the system will reveal whether or not the cost management system is working as intended by AMC.  Any changes that need to be made will most likely be identified at the depot level but will be AMC's responsibility to fix.  The ABC program will be looked at and determine its priority.    

4.04
Training Support for Model Building, Implementation and Sustainment

In-house first.  

Section V: Special Considerations

5.01
Business Area Unique Requirements

Because RRAD is already using a cost measurement tool – AWPS – RRAD performs cost management to some degree.  Top 5 PRON variances in a variety of ways are already researched, discussed and acted on each quarter.  There are also weekly local Production Schedule Reviews (PSRs) for all PRONs.  In implementing a standard CM system across the five AMC depots, continuing to use AWPS as the cost measurement tool, AMC will face some unique challenges.  The objective is to ensure that all TACOM and RRAD staff is using the information provided by AWPS consistently and accurately.  Using information accurately includes understanding what is included in the information and what is excluded.  TACOM has developed strategic plans.  Similarly, RRAD has unique goals and objectives.  Ideally, the cost management system, and more specifically the report outputs and the performance measures, should be linked or should reinforce the strategies, goals, and objectives of RRAD.  

5.02
Implementation Constraints / Obstacles Specific to Depot Maintenance AT RRAD 

A limited number of staff personnel are available.  Legacy reporting systems and databases are  maintained at the same time other resources are devoted to transitioning to new additional reporting systems.  Staffing levels are at the required level to maintain these legacy systems at an acceptable level before transitioning and other additional requirements were brought in.        

Lean manufacturing and thinking has taken front stage for the moment on cost reduction and efficiency.  Lean appears to have a better track record of success in government and private industry and requires dedicated and part-time resources to implement.     

The cost management portion is contained in the draft AMC CM Plan for Depot Maintenance.  Since AWPS is the standard cost management system for AMC and has been implemented, adding a new and different cost management program is a very difficult proposition. 

AMC has also provided guidance in terms of what they want out of ABC.  AMC has said they want to use cost centers as the cost driver and to exclude looking at BASOPS.  They have also proposed ANAD as a 2nd prototype for ABC and want to emphasize the use of AWPS as the ABC database.  Some modules have been added in the past year and some schedule changes have occurred since the draft plan was submitted.  The draft plan for Depot Maintenance has been at the Department of the Army's Cost and Economic Analysis Center for over a year and will probably be rewritten.  This points out that different levels of management are giving different directions on how to implement ABC.

To overcome these multiple constraints and obstacles the following is the plan.  Perform Rapid Prototype ideas for the Bradley transmission, then the SEE vehicles.  After that, evaluate where Lean has been performed.  Based on the experience of Warner Robins perform ABC on areas after Lean has had a second iteration.  ABC serves a complimentary role to Lean in this manner.  This usually occurs about 6 months after Lean has been started on a certain area.  If done before that too many changes are occurring to track and it is still dynamic.  The approach of converting everything to ABC at once did not work and spending about 3 million dollars over the years and not getting enough benefits forced Warner Robins to try a different approach and Lean was the solution.  They now have a contractor perform ABC for them.  Consider it a lesson learned and benchmarking from someone who tried and found a better way.    

The other constraints of waiting for valid manhour estimates from methods and standards, WLMP implementation, and changing organizational structure is considered background noise for the moment.       

5.03
Support of VAMOSC

As systems become more complex and costly, the importance of operating and support (O&S) costs are increasing.  The Visibility and Management of Operating and Support Costs (VAMOSC) program was established to manage and control O&S costs.  DoD guidance states that VAMOSC data shall be used for "decisions concerning affordability, budget development, support concepts, cost tradeoffs, modifications, and retention of current systems," as well as developing estimates for similar future efforts.  The intent of the VAMOSC program is to provide visibility into operating costs for better overall management of systems and programs, and to support better decision making by managers.  

By definition, RRAD performs mostly O&S type work.  Except for the materials RRAD procures to refurbish equipment or the purchase of capital equipment, RRAD's efforts are preventative and reparative maintenance and includes no acquisition of major systems.  AWPS has been installed at the Depots under the sponsorship of AMC headquarters and the oversight of the Operations Support Command (OSC).  AWPS provides a ready and systematic way of converting planned production to workload, expressed as labor hours by work center.  It also displays workload on a calendar schedule and gives clear and routine visibility to work schedules and schedule slippages.  Providing this information, AWPS supports the criteria, goals and requirements set forth by the DoD VAMOSC guidance by allowing operations managers to make informed decisions.  These managers are already engaged in cost visibility and management by using AWPS on a day to day basis.

At levels above the depots, AWPS supports more systematic reporting and analysis of workload requirements across organizations.  AWPS provides output in the form of earned value analysis.  Earned value management provides visibility into technical, cost, and schedule progress on work being performed.  It does this by measuring several factors:

· Budgeted Cost of Work Scheduled (BCWS)

· Budgeted Cost of Work Performed (BCWP)

· Budget at Completion (BAC)

· Actual Cost of Work Performed (ACWP)

These variables are used to calculate cost variances, schedule variances and performance indicators to gauge work progress in terms of cost, schedule and quality.  AWPS includes all earned value components, as well as some variables that are generally not included in earned value management:

· Budgeted Quantity of Work Scheduled (BQWS)

· Budgeted Quantity of Work Performed (BQWP)

· Quantity at Completion (QAC)

· Actual Quantity of Work Performed (AQWP).

ABC will consider costs, resources and activities and try to find efficiencies and work on continuous improvement in the cost arena.

APPENDIX A – SUGGESTED IMPLEMENTATION SCHEDULE

Not including ongoing AWPS, WLMP, Lean, and IPT efforts.   This is strictly ABC separated from all these others.   FY is Fiscal Year.


AREA







TIME
Bradley Transmission Cost Centers



3rd Qtr. FY02

SEE vehicle Cost Centers




4th Qtr. FY02

Directorate of Operations Cost Centers



FY03

Theater Readiness Monitoring Directorate Cost Centers

FY04

BASOPS and remaining Cost Centers



FY04

** Work prior to 2002 is not included in the chart.  This schedule displays efforts from FY2002 – FY2004.

APPENDIX B – ACRONYMS

ABC


Activity Based Costing

ACWP


Actual Cost of Work Performed

AMC


Army Materiel Command

AMCOM

Aviation and Missile Command


ANAD


Anniston Army Depot

AOR


Accumulated Operating Result

APIC


Army Performance Improvement Criteria

AQWP


Actual Quantity of Work Performed

ASA(ALT)
Assistant Secretary of the Army for Acquisition, Logistics and Technology 
ATAAPS

Automated Time Attendance and Production System
ATI


ABC Technologies Inc.

AWCF


Army Working Capital Fund
AWPS


Army Workload and Performance System

BAC


Budget at Completion

BASOPS

Base Operations

BCWP


Budgeted Cost of Work Performed

BCWS


Budgeted Cost of Work Scheduled

BFVS


Bradley Fighting Vehicle System

BPR


Business Process Reengineering

BQWP


Budgeted Quantity of Work Performed

BQWS


Budgeted Quantity of Work Scheduled

CBT


Computer Based Training

CD-ROM

Compact Disc

CEAC


Cost and Economic Analysis Center

CG


Commanding General

CM


Cost Management

COTS


Commercial Off The Shelf

CP2


Contractor Performance Certification Program

DCSLOG

Deputy Chief of Staff for Logistics and Readiness
DCSRM

Deputy Chief of Staff for Resource Management

DLH


Direct Labor Hours

DoD


Department of Defense

DfO


Directorate for Operations

DPAS


Defense Property Accountability System 

DRM


Directorate for Resource Management

FMS


Foreign Military Sales

FY 


Fiscal Year

GPRA


Government Performance and Results Act

IOC


Industrial Operations Command

IPT


Integrated Process Team

ISO


International Organization for Standardization
LOGMOD

Logistics Modernization

MACOM

Major Command
MLRS


Multiple-Launch Rocket System
MSC


Major Subordinate Command

NG


National Guard

NOR


Net Operating Result

OMA


Operation and Maintenance, Army

OSC


Operations Support Command

PMC


Performance Measurement and Control

PEO/PM 

Program Executive Officer/Program Managers

POM


Program Objectives Memorandum

PPBES


Planning, Programming, Budgeting and Execution System

PRON


Procurement Request Order Number

PSR


Production Schedule Review

QAC


Quantity at Completion

R&A


Review and Analysis

RBR & RPD

Rubber Products Division
RRAD


Red River Army Depot
SDS


Standard Depot System

SEE


Small Emplacement Excavator

SIFS


Standard Industrial Fund System 
TACOM

Tank-automotive and Armaments Command

TAQ


Total Army Quality

TRMD


Theater Readiness Monitoring Directorate

USD


Under Secretary of Defense
VTC


Video Tele-Conference

WARR

Workload and Resources Report

WFFC


Work Force Forecasting
WLFC


Workload Forecasting

WLMP

Wholesale Logistics Modernization Program

Camp Stanley Storage Activity
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Quality Div
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Weapons Sys Div


Prod Eng Div		





Special Staff
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