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Services ($149.6B)

The Service Economy

S&E ($148.1B)

Clothing, Textiles &

Construction : Miscellaneou
Sves ($10.38) AT Subsistence S&E (510.88) s S&E ($.048)
7% Development 7% 0%

(323.38) Facilities S&E
Facility Related 16% ($6.58) Acft,
Sves (524.18) 5% Ships/Subs,
16% Land Vehicles
(556.68)
38%
Transportation Knowledge SHstshment
Swes [55.98) O S&E (531.48)
4% {533.78) 21%
22%
Medical Svcs
(513.28)
g Electronic &
Electranic & Ln.grsth:s Mgmt Comm Equip Weapons &
Comm Svcs Equip Related VS (54.88) ($20.58) P
($16.78) Swes [517.58) I 14% ($22.3B)
11% 17% 15*
Source: OUSD AT&L (2017)
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| Optimally cluster DoD installations based
on known cost-drivers of common,
enterprise-wide installation services.

WWW.NPS.EDU



s e Category Management

\*/ SCHOOL

Latest evolution of strategic purchasing
that attempts to control costs in order to
achieve competitive advantages

Strategic Strategic Category
Purchasing Sourcing Management

Functional Ownership
of Spend!
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Category Man

AN

Common Government Spend Categori

1. 2.

IT- $50.76 3. Facilities &

Construction -

Professional
Services — $63.4B

Security and
Protection — $5.3

$72.5B
1.11T Software 2.1 BusinessAdministration 2.1 Security Animals & 4.1 Construction Related
1.21T Hardware Services Related Services Materials
1.21T Consulting 2.2 Legal Services 3.23ecurity Systems 4.2 Construction Related
1.4 1T Security 2.3 ManagementAdvisory 3.3 Security Services Sernvices

Semnvices (Excludes R&D
17.0)

2.4 Marketing and Distribution

2 5PublicRelations and
Professional
Communications Sernvices

2 6 Real Estate Services

2 7 Trade Policy and Services

2.8 Technical and Engineernng
Semnvices (non-1T)
(Excludes 1.0)

2 9Financial Services

210 Social Services

4 3 Facility Related Materials

4.4 Facility Related Services

4.5 Facilities Purchase &
Lease

1.5I1T Qutsourcing
1.6 Telecommunications

6. Office Management - 7. Transportationand 8. TravelandLodging 9. Human Capital -
$1.7B Logistics Services — -$2.2B $4.7B
$25.6B
6.1 Office Management 7.1 Package Delivery & 8.1Passenger Travel 9.1 Alternative Educational
Products Packaging 2.2Lodging Systems
6.2 Office Management 7.2 Logistics Support Services Travel Agent & Misc. 9.2 Educational Facilities
Senvices 7.3 Logistics Civil 8.35emnices 9.3 Educational Institutions

Augmentation Program
7.4 Transportation of Things
7.5 Motor Vehicles (non-

combat)

7.6 Transportation Equipment
L LFEuels

6.3 Furniture 9.4 Specialized Educational
Services
9 5 VWocational Training

9.6 Human Resources Senvices

agement

ndustrial Products
and Services -
$11.0B

Viachinery & Components
irefRescuel/Safety/Enviro
mental Protection
quipment

ardware & Tools

est & Measurement
Supplies

ndustrial Products
nstall/Maintenance/Repair
Rebuild

BasicMaterials

Dils, Lubricants, and
Waxes

10.

Medical - $35.2B

10.1 Drugs and
Pharmaceutical PFroducts
10.2 Medical Equipment &
Accessories & Supplies
10 .3 Healthcare Services

Mote: Spend figures are
based on FY15 FPDS ta

Source: Defense Procurement ana-Aeguisition Policy (n.d.).
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Small ’ . La rge
v
Clusters : : Clusters
Proximity . : Proximity
Dependent - - Independent
« Construction * Fire/Rescue/Safety * Business Admin IT Security
Related Svc’s Environment Svc’s *  Telecom
»  Security * Transportation of *  Mgmt Advisory - Health
SvC's Equipment Svc’s Care Svc’s
*  Facility * Logistics Support * PublicRelations
Related Svc’s Svc’s
.
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Use aenal and satellite images for geog ra hic ‘Analyze sales and customer data by postal Perform nationwide Census
editing and reference code or ZIP Code analysis

demographic

-ﬂ g L o
Locate your customers and fal:”lfl

Coquitlars

Mo ﬁ‘\‘aimmiﬂ(—- bl g
Sumay , =¥ E 'f'-i _[ s £5) % X r > - - A
Determine market _potential and target growth Create territories based on drive time or Use geographic data from other GIS and CAD

opportunities distance Sources

Analyze real es a*“ tr E‘”W"iS Find |cc.at|cns am where in the world

Source: MPCIuster (n. d)
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 Identify DOD requiring activities for a
given service

 |dentify cost-driver market intelligence
relevant to developing clusters

 Integrate cost-driver market intelligence
Into commercial mapping software

« Use cost-driver market intelligence to
determine optimal cluster size
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Sector vs. Industry Costs

Average Costs of
all Industries in Industry Costs
sector (2015) (2015)

Wages
B Purchases
Yo [— ! Depreciation
B Marketing
Rent & Utilities
B Other

60

Percentage of revenue

SOURCE: WWW IBISWORLD.COH
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FY15 DoD Base Structure Report
— Building ft?

— Owned acreage

— # Personnel assigned

« 2016 ISWM Category Intelligence Report
e CE Sub-Activity Management Plan Data

« FPDS-NG Contract Data (15 DoD Iinstallations within
100 mile radius of El Segundo)

e Landfills & transfer stations (27 within 100 mile radius
of El Segundo)
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 ISWM is less wage-driven than the
overall services sector

* Fixed assets are expensive (trucks,
equipment, dumpsters)

e Variable costs can be high (fuel, landfill
fees)

e Trucks get 2-3 mpg x ~100 gallon tanks
= ~200 miles round trip
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A Nostomounr Findings
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Driving Distance (Miles) from El Segundo
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" Driving Time (Minutes) from El Segundo
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e Rate Savings — Inconclusive

* Process Savings*
— 395.42 man-hours per 5 year contract
— 14 Installations = 5,535.88 man-hours

« Demand Savings — Inconclusive

., *Based on the 2014 Operational
. Contracting Air Force Manpower Standard
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e Potential for large cost savings by clustering
common installation-level services

« Commercial software can help create clusters
— Which suppliers service a particular area
— Which contracting offices could serve as hubs

o Category Management "cost ownership”
structure Is necessary to push implementation

19
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