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The Service Economy
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Source: OUSD AT&L (2017)



Research Objective

Optimally cluster DoD installations based 
on known cost-drivers of common, 

enterprise-wide installation services.
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Category Management

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

achieve competitive advantages
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Functional Ownership 
of Spend!



Category Management
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Method
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Method
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Method

• Identify DOD requiring activities for a 
given service

• Identify 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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ISWM Cost Drivers
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Data

• FY15 DoD Base Structure Report
– Building ft2

– Owned acreage
– # Personnel assigned

• 2016 ISWM Category Intelligence Report
• CE Sub-Activity Management Plan Data
• FPDS-NG Contract Data (15 DoD installations within 

100 mile radius of El Segundo)
• Landfills & transfer stations (27 within 100 mile radius 

of El Segundo)
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Findings
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• ISWM is less wage-driven than the 
overall services sector

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

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

• Trucks get 2-3 mpg x ~100 gallon tanks 
= ~200 miles round trip



Findings
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Findings

• 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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Concluding Thoughts

• 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

• Category Management ”cost ownership” 
structure is necessary to push implementation
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Questions?
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