Army Materiel Command (AMC) 

Cost Management (CM)/ Activity Based Costing (ABC) Plan for Ordnance

U.S. Army Materiel Command (AMC)

COST MANAGEMENT/ ACTIVITY BASED COSTING

IMPLEMENTATION PLAN FOR ORDNANCE

September 2003



Table of Contents

3Section I:  Define the Business Area


31.01 Definition.


31.02 Organizational Structure.


31.03 Organizational Chart.


31.04 Mission.


41.05 Authorized Strengths.


41.06 Depot/Plant/Arsenal Locations.


4section ii:  Cost Management Activities


42.01 Introduction.


42.11 Lean.


52.12 Army Workload and Performance System (AWPS).


72.13 Logistics Modernization Program (LMP)


9section iii:  Full Implementation of Cost Management/ABC


93.01 Goals.


93.02 Objectives.


10section iv:  Plan to get to full implementation


104.01 Goal.


104.02 Initial Training Program.


114.03 Ordnance Business Area implementation schedule.


13section v:  Points of contact


135.01 U.S. Army Materiel Command


135.02 U.S. Army Joint Munitions Command


135.03 U.S. Army Soldier and Biological Chemical Command


14Appendix A


14U.S. Army Joint Munitions Command (JMC)


15U.S. Army Soldier and Biological Chemical Command (SBCCOM)


16Appendix B


16Actual Strengths as of (28 February 2003)


17Appendix C


17DEPOT/PLANT/ACTIVITY LOCATIONS


18APPENDIX D


18ACRONYMS





Section I:  Define the Business Area

1.01 Definition. 

This plan includes those ammunition plants, depots, and arsenal in the Ordnance Army Working Capital Fund (AWCF).  It includes Anniston Munitions Center (ANMC), Blue Grass Army Depot (BGAD), Crane Army Ammunition Activity (CAAA), Letterkenny Munitions Center (LEMC), McAlester Army Ammunition Plant (MCAAP), Red River Munitions Center (RRMC), Tooele Army Depot (TEAD), Pine Bluff Arsenal (PBA), and Hawthorne Army Depot (HWAD).  HWAD is a government-owned and contractor-operated depot and is not part of the AWCF.  For CM/ABC, the Ordnance Business Area includes the installation functions involved with the receipt, issuance,  inventory, surveillance, maintenance, and rewarehousing of Class V items.  This does not include the production or demilitarization of ammunition.


1.02 Organizational Structure.   

A typical ammunition logistics installation is structured as follows:  commander, a civilian executive assistant, and directorates for operations, production, resource management, engineering, and information management.

1.03 Organizational Chart.  

Organization charts for the Army Materiel Command (AMC) ordnance business area are at Appendix A.

1.04 Mission.  

The Ordnance business area manufactures, renovates, stores, ships, and demilitarizes ordnance materiel for all Services within the Department of Defense (DoD) and foreign military customers.  The U.S. Army Joint Munitions Command (JMC) located at Rock Island, IL manages the Ordnance activities with the exception of Pine Bluff Arsenal which is managed by Chemical Materials Agency (CMA).  These installations provide an organic industrial capability that can produce quality munitions and provide the full range of ammunition maintenance for the modern weapons used by the U.S. Military Services and allied Services.  They also provide ammunition logistics functions (i.e., receipts, issues, inventory, surveillance, maintenance, and rewarehousing) for all U.S. Military Services.  Five installations (BGAD, MCAAP, PBA, TEAD, and HWAD) provide base operations support.  

1.05 Authorized Strengths.  

The table at Appendix B provides the on-board strength as of 28 February 2003 for the ordnance business area covered by this implementation plan.

1.06 Depot/Plant/Arsenal Locations.  

The locations of the installations that are a part of this effort are listed in Appendix C. 

section ii:  Cost Management Activities 

2.01 Introduction. 

While there has not been an aggressive ABC program until now, the AMC has always recognized its obligation to control costs and has been implementing cost management initiatives.  The most visible of these are the implementation of LEAN, the Army Workload and Performance System (AWPS), and the Logistics Modernization Program (LMP).  
2.11 Lean. 

The U.S. Army Materiel Command (AMC) recently entered into a Blanket Purchase Agreement (BPA) against a General Services Administration (GSA) Federal Supply Schedule Contract with Anteon International Corporation.  This BPA, awarded by TACOM - Warren, will enable placement of orders for Lean thinking training for HQ AMC, all subordinate commands, depots and arsenals.  Six orders have been placed against this BPA to cover LEAN training at five depots plus one order for HQ AMC.  Anteon International, teaming with Simpler Consulting, Inc., will facilitate a cultural change by training and mentoring the AMC workforce in LEAN thinking with a heavy emphasis on hands-on implementation and on-the-job training.  LEAN thinking will identify those activities that are required and which add value to the customer in the ordnance business area and will identify those non-value adding activities, which should be scaled back or eliminated.  The CM/ABC effort can assist the implementation of Lean by tracking progress as we “LEAN” processes (increase value to the customer while eliminating waste in our processes).

2.12 Army Workload and Performance System (AWPS).  

The AMC has installed the initial version of the AWPS to provide a modern automated tool with which to make better management decisions at ANMC, LEMC, RRMC, SIAD, TEAD, and BGAD, as well as CAAA and MCAAP.  Installation is pending at PBA.  Direct ammunition operations workload is planned by estimating the man-hours required to perform each production run of items and/or an aggregation of work by mission group and function.  Upon implementing AWPS several benefits were realized.  The system allows managers to review how work is programmed, executed and evaluated.  It provides a vital management tool to installation Commanders and allows shop managers to plan and monitor performance against that plan.  This has resulted in changes to man-hour standards, work package aggregation, cost estimates, performance measures, reporting, and allowed managers and Commanders to better schedule program execution for the installation direct labor workforce.  To fully use AWPS, the work force will require some additional training in cost management methods, cost and performance strategy, and at the executive level AWPS software concepts and performance.  Since AWPS contains the activities required to perform the assigned work and the hours required for each activity, the personnel requirements are also determined at the work center level and summed through the total installation level.  The AWPS compares work force requirements to the workload.  Each employee builds a record in AWPS that establishes the activities performed in the past by that employee and the total number of hours devoted to each.  

AWPS data functionality includes the following and directly supports a CM/ABC effort:  

Activity Cost – Breakout of labor hours or costs by End Item, Work Performance, Weapons System Support, Major Group, Mission, Function, Program Request Order Number (PRON), Organizational levels.  Data is updated weekly, and can be sorted in Pareto order from highest to lowest order, consumers of resources.

Performance Measurement – Progress can be measured against the planned budget and schedule and can be summarized at each of the Activity levels.

Cost Performance – Data can be sorted in Pareto order from highest to lowest consumption levels.  Cost variance can be easily derived along with a predictor of cost if the installation keeps performing at its current level of production, good or bad.  Any implementation of process improvements or Lean principles implemented can be tracked to see if costs performance is improved.

Benchmarking activities – Cost performance can be measured and compared against the various installations.  An analysis of costs can be compared and best practices or lean principles could be implemented and tracked to audit the resultant process improvements on cost performance.

Planning and Budgeting – Target costing could be tracked on a weekly basis to determine true performance against the plan.  This can be accomplished for Labor, Materials, and Net Operating Results (NOR).  These are the major contributors to an installations overall costs.  An added feature of AWPS is the ability to create workforce plans for the future and determine future costs based upon future workload.  Since the system is automatically updated on a weekly basis, what-if scenarios can be accomplished.

AWPS data is easily exportable to an Excel spreadsheet.
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2.13 Logistics Modernization Program (LMP)

The Logistics Modernization Program is a key component in the Army’s major transformation to become more responsive, deployable, agile, versatile, lethal, survivable, and sustainable.  This transition requires the Army to exploit technology, eliminate activities that do not add value, and develop processes that result in sound and timely decision making. 


The Logistics Modernization Program is modernizing the Army's 30-year-old wholesale and retail logistics business processes and practices, in particular the work of two Central Design Activities located in Chambersburg, Pennsylvania (the Standard Depot System), and St. Louis, Missouri (the Commodity Command Standard System).  The goal of LMP is to provide agile, reliable, and responsive services by leveraging the best practices and technology to enable AMC to deliver world-class logistics and readiness to the warfighter. 

The Logistics Modernization Program will be:
· An interface between LMP and the Defense Finance and Accounting Service (DFAS).  

· An interface with the Single Stock Fund (SSF).

· The gradual movement of legacy data and services to the modernized systems without the interruption of vital services.

· The grouping of process scenarios, technical objects, and data objects that represent a logical business flow.

· The tool to support the overall intent of organizational change: to develop, deliver, and execute a change strategy and provide proactive leadership to drive visible and constant change within AMC, enabling it to achieve the full benefits of the LMP solution and business process reengineering.

The Logistics Modernization Program solution for the U. S. Army Materiel Command will provide an integrated logistics management capability that enables total asset visibility; velocity management; enhanced decision support; a collaborative planning environment; a single, actionable source of data; improved forecasting accuracy; and real-time, easy access to enterprise wide information.

section iii:  Full Implementation of Cost Management/ABC

3.01 Goals. 

The Ordnance Business Area goal is to continuously improve the efficiency and effectiveness of processes in the conduct of ammunition stockpile management. 

3.02 Objectives.  

The Ordnance Business Area objectives are to:

· Enhance readiness and provide superior customer service

· Modernize and reengineer the process involved with stockpile management.  This will be accomplished through the implementation of LMP.

· Provide managers better information on costs attributed to their activities to better support pricing decisions and customers.

· Deploy ABC in all Ordnance areas with local managers actively using data to evaluate and make resource allocation decisions.

Bottom Line – Managers will have some added tools to allocate resources, quantify expected impacts of changing resources, and compare alternatives.

section iv:  Plan to get to full implementation  

4.01 Goal.  

The goal of a Cost Management (CM) / Activity Based Costing (ABC) program is to help the managers accomplish their mission with less.  This means completing the mission using fewer resources.  The incentive in Cost Management as outlined by the ASA(FM&C) is to give initial year savings back to the local managers to support local programs.

ABC training will be provided to build on the existing skills and knowledge base.  Training will be required to enable people to apply activity management skills in their specific work situation.

Rapid CM/ABC prototypes will be the catalyst used to build a successful program of cost savings.  In addition, there will be recognition of the people who enabled it.   

We will utilize CM/ABC to improve the efficiency and effectiveness of the services provided by the Ordnance Business Area

4.02 Initial Training Program.

Deputy Assistant Secretary of the Army - Cost and Economics,

(DASA-CE) will provide training to support implementation of CM/ABC in the Ordnance Business Area.  DASA-CE will sponsor the following:

Initial CM/ABC training, tailored to the Ordnance Business Area, will provide for conceptual understanding of CM/ABC, software capabilities, model development and utilization, and embedding the CM process.  The training will consist of two courses:

Enterprise Building for Leadership (1 day) designed for installation senior staff, it stresses a whole enterprise approach to Cost Management/Activity Based Costing.  The day long session will focus on performance measures/Balanced Scorecarding and linking cost, performance, and strategy.

Action Officer Training – Rapid Prototype (5 days) will involve at least one representative from each of the functional areas that have either direct or indirect input into the process being prototyped.  They will learn how to work with the OROS ABC/plus software.  The training will focus on CM/ABC, ABC model development and software, and prototyping techniques.  OROS software training, prior to the action officer training is highly recommended, but not required, and is left up to the discretion of each installation.  The Action Officer Training will be adjusted, as needed, to meet the normal work schedule of  the installation. 

Technical training for the OROS model builder will be accomplished through a single class:

OROS Model Building (4 days) designed to provide one or two individuals from each installation, with the knowledge needed to build an OROS model to support the CM/ABC effort.

The Enterprise Building for Leadership training, and OROS Model Building training need to be completed prior to the Action Officer Training.

4.03 Ordnance Business Area implementation schedule.

May 2003 – submit plan to DA DCSLOG 

The Ordnance Business Area consists of nine locations throughout the continental United States (Appendix C).  The AMC intends to conduct initial Rapid Prototypes sessions at four locations; Blue Grass Army Depot (BGAD), Crane Army Ammunition Activity (CAAA), McAlester Army Ammunition Plant (MCAAP), and Tooele Army Depot (TEAD) for calendar years 2003/2004.

The following table identifies the ABC/OROS training and rapid prototype needs for the Ordnance Business Area.  For planning purposes the rapid prototype will assess:  Blue Grass Army Depot; Crane Army Ammunition Activity; McAlester Army Ammunition Plant; and Tooele Army Depot. 

	CM/ABC Timeline of Events

	
	July
	August
	September
	October
	November
	December
	January 04

	1st Site
	Blue Grass AD - Receipt 

	OROS
	15 - 18
	
	
	
	
	
	

	1-Day
	
	
	11
	
	
	
	

	RP
	
	
	
	
	17 - 20
	
	

	
	
	
	
	
	
	
	

	2nd Site
	Crane AAA - Storage 

	OROS
	
	19 - 22
	
	
	
	
	

	1-Day
	
	
	
	
	18
	
	

	RP
	
	
	
	
	
	1 - 4
	

	
	
	
	
	
	
	
	

	3rd Site
	McAlester AAP - Maintenance 

	OROS
	
	19 - 22
	
	
	
	
	

	1-Day
	
	
	16
	
	
	
	

	RP
	
	
	
	
	
	
	Jan 04

	
	
	
	
	
	
	
	

	4th Site
	Tooele AD - Issue 

	OROS
	
	
	16 - 19
	
	
	
	

	1-Day
	
	
	
	22
	
	
	

	RP
	
	
	
	
	3 - 6
	
	

	
	
	
	
	
	
	
	


OROS training slots have been allocated for the Ordnance Business Area as shown.  Commanders/Managers ABC orientation sessions and Rapid Prototype sessions will be scheduled as time permits, with the Enterprise Building for Leadership and OROS training completed prior to the Rapid Prototype session.

Full implementation will follow the implementation of LMP at all ammunition storage locations. 

section v:  Points of contact

5.01 U.S. Army Materiel Command

John Stults 
DSN 767-4263 or (703)-617-4263

5.02 U.S. Army Joint Munitions Command

Rod Bales 
HQ JMC
DSN 793-6538 or (309)-782-6538

Richard Jayne 
HQ JMC
DSN 793-6635 or (309)-782-6635

George Wells 
HQ JMC
DSN 793-8390 or (309)-782-8390

Carol Baldwin 
CAAA

DSN 482-2659 

Rose L. Martin
MCAAP 
DSN 956-7291 

Joe Miller 
TEAD

DSN 790-3040

Charley Sither BGAD

DSN 745-6657 


5.03 U.S. Army Soldier and Biological Chemical Command

 Pat O’Shea     SBCCOM   410-436-4262

Appendix A

U.S. Army Joint Munitions Command (JMC)








U.S. Army Soldier and Biological Chemical Command (SBCCOM)



 Appendix B

Actual Strengths as of (31 August 2003)



  Military
                                Actual Strength     Strength
BGAD                            
490

ANMC                               133

TOTAL BGAD/ANMC                   
623



1

CAAA                               613

LEMC                               162

TOTAL CAAA/LEMC                   
775             
1

MCAAP                             1234

RRMC                            
133

TOTAL MCAAP/RRMC                  1367 



2

TEAD       




496



1

HWAD






 23



1

PBA






 ??



?

Appendix C

DEPOT/PLANT/ACTIVITY LOCATIONS


Anniston Munitions Center (ANMC), Anniston AL

Blue Grass Army Depot (BGAD), Richmond, KY 

Crane Army Ammunition Activity (CAAA), Crane, IN  

Hawthorne Army Depot (HWAD), Hawthorne, NV

Letterkenny Munitions Center (LEMC), Chambersburg, PA

    
McAlester Army Ammunition Plant (MCAAP), McAlester, OK 

    
Pine Bluff Arsenal (PBA), Pine Bluff, AK

    
Red River Munitions Center (RRMC), Red River, TX

    
Tooele Army Depot (TEAD), Tooele, UT  

Anniston, Letterkenny, and Red River Munitions Centers belong to the Ordnance Activity Groups and report through Blue Grass, Crane, and McAlester, respectively. 

APPENDIX D

ACRONYMS

AMC


Army Materiel Command

AMSCO 

Army Management Structure Code

ANAD


Anniston Army Depot

ANMC


Anniston Munitions Center

ATAAPS

Automated Time Attendance and Production System
AWCF


Army Working Capital Fund
BASOPS

Base Operations

BGAD


Blue Grass Army Depot

CAAA


Crane Army Ammunition Activity

DFAS


Defense Finance and Accounting Service

DoD


Department of Defense

ERP


Enterprise Resource Planning

FMS


Foreign Military Sales

JMC


Joint Munitions Command

LEMC 

Letterkenny Munitions Center

LMP


Logistics Modernization Program

MCAAP

McAlester Army Ammunition Plant





OPCODE

Operation Code

PBA


Pine Bluff Arsenal

PRON


Procurement Request Order Number 

RRMC


Red River Munitions Center

SBCCOM

Soldier & Biological Chemical Command

SDS


Standard Depot System

SIFS


Standard Industrial Fund System

TEAD


Tooele Army Depot
AMC





JMC








Tooele











Red River


M.C.
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