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Chapter 10


Chapter 10

Service Delivery Methods

Once the services necessary to the performance of their installation's mission have been identified, commanders need to determine how these services can be delivered better, cheaper, and faster. This is simply good stewardship of tax dollars and allows the Army to plow savings into its core business—readiness.

There are many sources for procuring services, ranging from in-house to base closure. The following discusses some of the avenues available for delivery of services. Each should be an integral part of an overall installation management program.

Competitive Sourcing

10-1. Competitive sourcing is the submission of recurring commercial activities to private-private, public-public, or public-private competition to seek the best value offeror. In other words, it allows us to seek the best quality service at the most economical cost. Competitive sourcing is desirable when government ownership and control over operation of an activity is required.

10-2. To ensure that competitions between the public and private sectors occur on a level playing field, the government has established a formal process, outlined in Office of Management and Budget Circular A-76, 
4 August 1983, and its revised supplement, March 1996. AR 5-20, 
1 October 1997, implements the commercial activities program within the Department of the Army. Department of the Army Pamphlet (DA Pam) 5‑20, 31 July 1998, describes the procedures for conducting a cost competition study in accordance with AR 5-20 and OMB Circular No. A‑76.

10-3. In general, all Army commercial activities, staffed partially or solely by Army employees paid by appropriated funds, are potential candidates for competitive sourcing.

10-4. The competitive sourcing process emphasizes products, outcomes, and standards rather than processes, inputs, and sources. Attention is directed to the results and outcomes, including the costs of providing installation services. Service-based costing (SBC) and activity-based costing (ABC) are two means available for determining costs. The ISR provides for the evaluation of services. When these systems are in place, commanders will have the tools to measure service outputs and costs and relate these to the Army’s desired outcomes and standards for the services. Work specifications are also developed with an eye on measurable results. Rather than describing how work is accomplished, the performance-based specification describes what is to be accomplished and the standards to be met.

Divestiture/Privatization

10-5. Divestiture is the transfer of an activity, along with full responsibility, to the private sector. The transfer does not result in a service contract. It reflects a decision to exit a business line and/or results in asset sales. The government relinquishes control of the operation by divesting itself of the activity. The government becomes a customer that purchases the divested activity from a commercial source. Government ownership and control of the activity is not necessary. Privatization makes sense unless economic analysis discounts its cost-effectiveness. Divestiture efforts allow us to leverage private sector dollars to recapitalize infrastructure. Army initiatives include privatization of family housing, privatization of utilities systems, and public-private ventures related to construction and operation of morale, welfare and recreation facilities. Following are some examples.

Residential Communities Initiative

10-6. The military housing privatization initiative provides the Army with alternative authorities for construction and improvement of military housing (family and unaccompanied personnel). Under these authorities, the Army can leverage appropriated housing construction funds and government-owned assets to attract private capital in an effort to improve the quality of life for our soldiers and their families. This provides a way to maximize use of limited appropriated funds, land, and existing facilities to encourage private sector investment. For more information, see http://rci.army.mil/.

Privatizing Utilities Infrastructure

10-7. Privatizing utilities systems involves transferring ownership and maintenance responsibility for existing Army-owned systems to a local utility enterprise, often a municipality. The local provider owns, operates and maintains these facilities while the Army purchases the utility service. In the short term, costs may rise because the local provider will include allowances for maintenance, repair, and modernization in the rate structure—costs the Army has deferred in the past. Because the local provider has a vested interest in maintenance and efficiency improvements, we achieve a significant cost avoidance for facility revitalization, as well as the often hidden costs of operating with inefficient plants and equipment. Efforts are underway to privatize all Army installation electric, natural gas, water, and sewer systems worldwide, where economical. 

10-8.  Privatizing utilities systems involves transferring ownership and maintenance responsibility for existing Army-owned systems to a local utility enterprise, often a municipality. The local provider owns, operates and maintains these facilities while the Army purchases the utility service. In the short term, costs may rise because the local provider will include allowances for maintenance, repair, and modernization in the rate structure—costs the Army has deferred in the past. Because the local provider has a vested interest in maintenance and efficiency improvements, we achieve a significant cost avoidance for facility revitalization, as well as the often hidden costs of operating with inefficient plants and equipment. Efforts are underway to privatize all Army installation electric, natural gas, water, and sewer systems worldwide, where economical. Implementing guidance was published 1 November 1997. 
Morale, Welfare, and Recreation Facility Public-Private Ventures

10-9. The public-private venture (PPV) concept entails pursuing a private developer or company to finance, design, and construct, operate, and maintain an MWR facility on an Army installation. In addition to providing MWR services and facilities, the private entity is required to provide an equitable return to the installation MWR community in exchange for the opportunity to do business with traditional MWR patrons. The PPVs are used to augment the traditional delivery of MWR services and facilities, offering installation commanders the opportunity to leverage and maximize the value of installation real estate through PPV partnerships for development of needed MWR services without nonappropriated fund capital expenditure. (AR 215-4)

Partnerships

10-10. A partnership is an agreement that provides mutual benefits for all parties. Partnering arrangements may exist with state/county/city governments, federal agencies, DOD organizations, industry, and academic institutions. A separate category of partnership, the labor management partnership, may exist as a formal agreement with a bargaining unit. Labor management partnerships may also be informal arrangements between managers and employees within an organization to identify and implement cost efficiencies.

10-11. Partnerships can play a major role in military readiness and quality of life. They can negate the need for contractual studies under the competitive sourcing program, increase communication between labor and management, and provide mutually beneficial services to installations and their surrounding communities.

10-12. On OCONUS installations which are governed by SOFAs, state and federal laws governing CONUS installations may not apply. The absence of such governing statutes makes the garrison commander’s relationship with mayors, leaders, and other officials of host nation countries critical to maintaining readiness and quality of life. Partnering agreements may enhance these relationships, build trust between countries, and improve the status of American soldiers, civilians, and families overseas. 

10-13. Partner development requires planning and consideration of goals and objectives, as well as identification of resource requirements and legal constraints. The following toolbox serves as a guideline when developing a partnering arrangement.

Table 10-1. Partnership Toolbox

Step
Suggested Actions

Determine the objective
Identify needs, based on mission; identify customer expectations; determine how partnership will achieve process improvement; specify reason for partnership and goals and benefits to each partner.

Provide incentives for each partner
May include profit or cost avoidance through “quid pro quo” arrangements; balancing risks with rewards; and/or providing scale, scope, and sustainability to each partner in terms of size, diversity, and long-term opportunities

Determine the level of support
Identify who is interested and will support the partnership; level of support must at least equal level of desired implementation. 

Develop financial data
Identify resource commitment for installation and partner; gather data on cost of goods and services; identify responsibilities of each partner and shared responsibilities.

Identify metrics used to measure success
Identify or develop databases to capture quantitative information; identify parameters to measure qualitative success; identify benchmarks.

Identify legal constraints
Identify statutory limitations and guidelines, SOFA or host nation laws, and state laws.

Publicize and market the partnership
Ensure customers and potential customers have access to goods and services provided, develop and send advance information using marketing tools (newspapers, flyers, email, conferences, etc.)

Develop follow-up data
Monitor project during implementation–capture metrics, make necessary corrections, determine results; share successes and lessons learned.

MWR Commercial Sponsorship

10-14. Commercial sponsorship is the act of providing assistance, funding, goods, equipment, or services to an MWR program or event by an individual, agency, association, company or corporation or other entity (sponsors) for a specific (limited) period of time, in return for public recognition or advertising promotions. Commercial sponsorship by US sponsors is either competitively solicited or unsolicited, and is authorized only for support of MWR programs. Commercial sponsorship is not a gift or donation, but instead, the exchange of value by the sponsoring corporation for marketing opportunities within the military community. Most Army installations are enhancing the quality of life of soldiers and family members by participating in some form of commercial sponsorship. The program provides a vehicle for the Army to offset the costs of events, to enhance existing events, and to offer exciting new events while allowing corporate America to reach their target markets (AR 215-1).

Intragovernmental Support Agreements

10-15. An intragovernmental support agreement (ISA) is support provided by or to a federal agency outside the Department of Defense. ISAs are subject to AR 5-20, Commercial Activities Program. ISAs do not include support agreements with other DOD components unless it would result in a change to or from contract performance, or unless it involves the provision of aviation services (AR 5-20, paragraph 4-4).

Interservice Support Agreements

10-16. An interservice support agreement is support provided by or to another DOD component. A cost comparison is not required before entering into a support agreement with another DOD component. Interservice support agreements can improve operations, customer service, and fiscal effectiveness and efficiency. AR 5-9 http://books.army.mil/cgi-bin/bookmgr/BOOKS/R5_9/CCONTENTS prescribes area support policy for active component (AC) and reserve component (RC) units (US Army Reserve and Army National Guard of the US) and activities, to include regional coordinating elements (RCE), Total Army School System (TASS) training battalions, and individuals located outside the real property boundaries of installations. The regulation should be used in conjunction with Army reimbursable policy (ARP). The civilian inmate labor program is one example of an interservice support agreement.

Regionalization/Consolidation

10-17. Regionalization and consolidation provide greater competitive leverage and economies of scale and leverage technology to combine and operate geographically separated sites as though they are co-located. Regionalization of civilian personnel management is an example of a broad-scale regionalization effort. The reengineered garrison model depicted in Chapter 5 is a sample of a consolidation of functions within the organization structure based on business processes. 

Asset Reduction
10-18. Eliminating infrastructure directly reduces the requirements and demand for supporting services. It compliments our efficiency efforts by minimizing our maintenance and repair costs, as well as related support costs. Base realignment and closure (BRAC) actions are asset reductions. Competitive sourcing and privatization also play significant roles. Private enterprises can often combine the Army infrastructure with their own to gain efficiencies and lower costs. In the end, the Army no longer has to divert its leaders’ attention from core military functions to infrastructure management.

Strategic Sourcing

10-19. Strategic sourcing provides a broader approach to service delivery than the traditional competitive sourcing process by extending the opportunities to achieve efficiencies to areas that are exempt from the A-76 competitive processes. The strategic sourcing approach accounts for existing DOD manpower management processes that provide for a complete functional or organizational assessment of functions and activities that are both commercial and inherently governmental to achieve program objectives with the optimum balance between program performance and costs. The goal is to determine whether processes can be eliminated, improved, or streamlined. The value of this approach is that an assessment of every function or organization is made—regardless of whether the function or activity is commercial or inherently governmental. This approach cuts across all functions and organizations, permitting components to take a complete look at how they do business and to proactively achieve savings in all their functions and activities rather than to focus only on commercial activities. Strategic sourcing relies on a broad range of manpower management techniques to achieve savings rather than relying solely on competitive sourcing. This allows components to consider a wide range of options, including elimination of obsolete practices; consolidation of functions or activities; reengineering and restructuring of organizations, functions or activities; adoption of best business practices; privatization of functions or activities; etc.—along with continued and extensive application of the A-76 competitive process.

10-20. The key step in the strategic sourcing program is to properly define the whole function, activity or organization in order to optimize or improve the level of performance or service at a reduced cost. This process is continual, and can result in various outcomes depending on how functions or organizations are defined. 

KEY FACTORS TO DETERMINE installation needs

10-21. Below are the key factors to consider in determining how service delivery best meets the needs of an installation:

The Mission

10-22. The missions of the host and tenants are the single biggest driver of what services and facilities are needed, the timeliness of support required, and criticality to accomplishing the mission. Operational needs to accomplish the mission (or produce the installation's product) can prohibit the outsourcing of a business function on one installation where it could encourage the outsourcing on the next installation. For example, security may require the in-house operation of training ranges used by Special Forces units, where at an equipment test and evaluation center, contractors may be required to operate the ranges they conduct tests on to fully evaluate the capabilities of the tested equipment. 

Customer Expectations

10-23. What customers (individuals or units) have grown to expect plays another big role in service provider decisions. For example, service members, unit commanders, and family members may have grown used to library services being available every day, but only during typical business hours (9am to 5pm). Having the local public library system deliver the service might bring with it some evening hours, but may also close the library on Sundays and Mondays, and may cause some people to drive farther. Identifying expectations and educating the community before making a change is crucial to successfully implementing changes in service delivery. 

Local Competition (The Market)

10-24. This includes all potential providers of a given base support service, to include the installation itself. The commander needs information about the costs, quality, timeliness, and quantity of services available from each provider. Installations in major metropolitan areas may find several alternate providers for many services. Large cities can use their greater capacity to absorb large additional service loads from DOD installations. Other installations or government agencies in the area may also be able to provide base support services, giving rise to partnering or regionalization opportunities. At the other extreme, a remote base may have to be self-supporting for most services because the local community may not have sufficient service providers or capacity to serve the installation. Next to the mission, this may be the most critical information the commander needs to make effective provider decisions.

Financial Management Information

10-25. To make cost efficient decisions, installation commanders and staff must have comprehensive information reflecting the total cost of products and services from each competitive source. The need for adequate financial information, not simply accounting information, has been a consistent theme of many recent studies including the National Performance Review. When combined with other performance measurement, financial management information will prove to be a powerful tool for the commander to use in combating the high cost of providing facilities and services. 

Laws and Regulations

10-26. Local legal requirements may limit or enhance efficiency alternatives. A particular service may be provided tax-free by the installation, but if it is divested, the consumers would be subject to a local tax. Conversely, local requirements may be less stringent than federal standards for a service—divesting could allow a local provider to meet the military member's needs at a lower net cost to the government, even after service member compensation issues are factored in. 

LINKAGES TO PRINCIPLES

10-27. Customer driven quality. Selection of a service delivery method must be made with the needs of the customer in mind. Regardless of whether the service is provided by sources external or internal to the government workforce, through a partnership with the local community, or is privatized, the quality of the service must fulfill the customer's requirements.

SUMMARY

10-28. Service delivery methods available to the government are numerous and varied. Competition, divestiture/privatization, partnerships, and interservice support agreements are but a few of the options available to the installation manager. In these and the other delivery methods available, the installation manager must remained focused on the needs of the commanders to execute mission, the soldiers and families which live and work on the installation, and the proper stewardship of public resources. By attaining the proper balance, the installation manager will ensure quality services to the customer at a price which helps ensure the long-term readiness of the installation and the Army.



















Civilian Inmate Labor Program


Civilian inmates provide a source of labor to Army installations to accomplish needed tasks that would not otherwise be possible under current manning and funding constraints. The Army's civilian inmate labor program is implemented at. Inmate labor is intended to augment the Army's civilian and military work force and contractor effort. Inmate labor does not interfere with the installation's operation and mission. Inmate labor does not displace an existing in-house or contractor work force. The Army does not pay direct labor costs for inmate labor but does incur equipment, materials, supplies, transportation, and program administration costs to use inmate labor. (AR 210-5)
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