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In 2010, the federal government procured approximately
$535,000,000,000 in goods and services, down slightly from
$550,000,000,000 in 2009, but still a signiﬁcant part of the federal
budget.1 Different agencies and departments largely acquire these goods
and services, mostly with independent procurement processes. These
agencies and departments are part of one of the most global, interconnected and complex supply chains in the world. In addition, federal agencies, departments and supply chains are increasingly intertwined with
each other and with local government. This complexity continues to
increase, adding expenses and presenting challenges to mission effectiveness at a time when federal government spending is contracting.
Federal agencies can beneﬁt from intelligent supply chains; that is, supply
chains that are:
●

●

●

Visible. A visible supply chain provides a window into a wider range of
data, supply chain processes, events and patterns that enable automation, dynamic responses and predictability. Such a supply chain is transparent from end-to-end, which increases its reliability and
responsiveness.
Collaborative. A collaborative supply chain enhances visibility, integrates key processes to improve operations and cross-functional collaboration, breaks down barriers and enables better communication
between suppliers and providers.
Optimized. An optimized supply chain uses business intelligence and
planning to improve insight and elevate performance with visibility and
control. It enables agencies or departments to operate more proactively
and act based on real-time information.
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Seven supply chain solutions combine consulting services, tools
and commercial best practices that federal agencies or departments can use to take costs out of their supply chains while
improving performance and mission effectiveness. Smarter
spending; energy management; optimization of inventory, transportation, warehouses and assets; and rapid process improvements are all solutions that can help you transform your supply
chain. So, how can you get started?

Intelligent government supply chains can improve performance
and mission effectiveness while reducing costs in a more meaningful way, all of which can enhance the mission value that your
agency or department provides to citizens, state and local
governments, businesses and more. In fact, the supply chain is
one of the seven operational areas that IBM Global Business
Services® has identiﬁed for signiﬁcant cost-saving opportunities, as detailed in Strategies to Cut Costs and Improve
Performance, a report that is available to government agencies
and departments.2 By applying commercial best practices and
employing IT-enabled productivity solutions, the federal
government could realize more than $500,000,000,000 in supply chain savings over the coming decade.

Getting started with your supply chain
transformation
With a variety of solutions available to help your agency or
department transform your supply chain, it might be difficult to
determine where to start. Understanding your supply chain and
how a transformation will affect it can crystallize the full extent
of the change being undertaken. Such understanding can also
provide you with the information you need to develop a supply
chain transformation strategy and the business processes to support it. As you determine your strategy and examine your business processes, consider comparing your agency or department’s
current supply chain practices with those that you can identify
as the practices used by world-class supply chains. What current
competencies can you use to transform your supply chain?
What processes need to be improved?

Transforming government supply chains for cost takeout
and improved performance
A national postal service implemented a centralized, integrated planning network that elevates efficiency, automates
routing and scheduling and optimizes transportation
resources. This supply chain transformation helped the
postal service realize cost reductions and avoidance of
20 percent.2 The postal service was also able to eliminate
manual processes, automate routing, and improve schedule
ﬂexibility and holiday and contingency planning.
The Department of Defense is applying methods such as
Lean Six Sigma to extract costs from their supply chain. Not
only can supply chain transformation provide big savings for
federal agencies and departments, but such supply chains
can also improve effectiveness in the delivery of government services. In fact, process improvements alone can
improve efficiencies by 10 - 20 percent.3

Identifying where cost-saving opportunities exist is an
important part of developing your supply chain strategy. An
assessment that explores cost take out and performance
improvements in the context of today’s ﬁscal challenges can
help. Knowing where you stand is critical for a successful strategy. Another important step is identifying what is needed to
execute your strategy.
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Because of this experience, IBM understands “what you need to
do” and “how you need to do it” as they relate to taking out
costs and improving performance and mission effectiveness. As
a result, IBM offers solutions and services for:

Supply Chain Assessment
IBM has used its vast experience to develop a portfolio of
assessment tools to help federal agencies and departments
evaluate, identify and prioritize cost saving opportunities,
while improving service delivery. IBM can work with your
agency or department to develop a customized plan based
on your prioritized organizational needs and then offer you
the consulting services and solutions necessary to execute.
For more information, request a one-on-one consultation at
the IBM Center for the Business of Government

●

●

Why IBM?
IBM has optimized the operations of its own supply chain of
33,000 suppliers, 48,000 IBM Business Partners and
78,000 products with 3,000,000 conﬁgurations, all of which
rival the supply chain of the federal government. Using its own
solutions, IBM consolidated 30 different supply chains into one
and eliminated $25,000,000,000 in supply chain costs.

●

IBM has also used supply chain consolidation and planned
strategies to save more than $6,000,000,000 annually over the
past four years, turn orders 32 percent faster, improve margins
by ﬁve points and drive growth for 23 straight quarters. This
experience, the supply chain optimization services and software
IBM provides and teaming with government leaders and agencies have resulted in IBM’s in-depth knowledge of the supply
chain and how it affects the government. In fact, IBM regularly
conducts studies of the executive suite, which includes supply
chain officers, and publishes the results

●
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Smarter spending. Record ﬁscal deﬁcits, taxpayer demands
and balancing service levels and budgets can be addressed by
procurement transformation that provides greater visibility
of expenditures. By ﬁnding, increasing and controlling the
value of procurement, an agency can achieve a reduction of
5 - 15 percent in total cost of products and services and
increase spend visibility and management.3
Energy management. IBM offers assessments and tools that
help decision-makers select the best path forward from a large
variety of energy-saving initiatives. With discovery and
modeling techniques, it is possible to see cost savings of
15 - 45 percent with fewer capital investments.
Inventory optimization. A holistic inventory level analysis
can help provide a design to optimize safety stock levels,
batch sizes, lot sizes, classiﬁcation and replenishment policies
that can decrease total inventory by 20 - 50 percent, improve
service levels and forecasting capabilities and reduce inventory
and write-offs at year-end.
Transportation optimization. IBM solutions for strategic
planning, operations planning and holistic execution can help
your department or agency deliver the right product to the
right place at a reduced cost. In addition, they can help
reduce churn and improve network management.
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The IBM solutions described here are already helping companies in the private and public sector with their supply chains:

Warehouse optimization. IBM’s inventory analysis, the
application of retail operation improvements and better prediction of potentials (for example, labor, storage, equipment,
resource management, zoning, level-loading and interleaving),
can yield a 20 - 60 percent increase in warehouse utilization.
In addition, IBM has solutions that help with customer
response planning to improve response times and
service levels.
Asset management and optimization. The IBM Enterprise
Asset Management program is designed to help you streamline asset management processes and systems, track asset and
cost data from acquisition to disposal and establish governance. With this program, organizations can achieve a
3 - 5 percent increase in asset utilization. In addition, asset
warranty information can be managed more effectively,
condition-based maintenance is more accurate and forecasting
is improved.
Rapid process improvement. IBM offers a Lean Six Sigma
method for supply chain optimization that can provide
agencies and departments with a robust strategic plan, performance improvement goals, high-value initiatives and
implementation of sustainable improvements. The result is
rapid process improvement of daily operations and a streamlined supply chain that is more cost effective. Additionally, a
Lean Six Sigma approach creates an environment of continuous improvement that can help optimize performance and
mission effectiveness.

●

●

●
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IBM built One Touch, a central, hub-based, visualization tool
for the supply chain of a branch of the US military. One
Touch manages on and offshore screening, inventory, requisitioning, tracking and status. It has also helped the military
reduce serial number tracking costs from $17 and higher
to $0.37.
IBM helped the US Air Force transform and standardize their
sourcing, demand and supply planning, purchasing, logistics
inventory management, customer relationship management
and supplier relationship management through the use of
strategic sourcing and shared services. As a result, the Air
Force realized $100,000,000 in savings opportunities and has
potential to achieve greater than $300,000,000 in savings.
The Air Force has also reduced purchase request cycle times
by 58 percent and decreased lead times by more than
50 percent for targeted commodity strategies.
To help another branch of the US military reduce the
regional isochronal inspection cycle time for a certain type of
aircraft, IBM used Lean Six Sigma methodology and the
agency has been able to avoid $19,000,000 per airframe in
applied labor costs annually and has reduced days spent on
inspection from 133 to 36.
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Conclusion

Engage with IBM for a Supply Chain Discovery Workshop
Supply Chain Discovery Workshop that will help you understand the potential of supply chain optimization.

A supply chain transformation can take signiﬁcant costs out of
the budgets of government agencies and departments while
improving performance and mission effectiveness. IBM’s solutions provide the government with the speciﬁcity needed to
persuade the public that a serious performance improvement
effort can yield material savings. In fact, IBM has identiﬁed speciﬁc operational functions that can be improved signiﬁcantly
through the adoption of commercial best practices in the transformation of government supply chains. With the ability to
diagnose supply chains and provide appropriate client-speciﬁc
solutions, IBM is a strategic partner you can trust to help your
agency realize the tremendous savings opportunities latent in
your supply chain without sacriﬁcing performance or your
agency or department’s mission.

Request a chat with an IBM Sales Representative by visiting:
ibm.com/connect/ibm/us/en

Read and subscribe to the Strategies to Cut Costs and Improve
Performance Blog Blog from the IBM Center for the Business
of Government and follow us on Twitter: @federalcostcut.
IBM can help your agency or department with the right supply
chain strategy. If you are still not sure how to get started, consider contacting IBM about a supply chain visibility assessment.
Additionally, IBM Global Financing can help you acquire the
IT solutions that your business needs in the most cost-effective
and strategic way possible. We’ll partner with credit qualiﬁed
clients to customize an IT ﬁnancing solution to suit your business goals, enable effective cash management, and improve your
total cost of ownership. IBM Global Financing is your smartest
choice to fund critical IT investments and propel your business
forward. For more information, visit: ibm.com/ﬁnancing

For more information
To learn more about the IBM supply chain services and solutions for the federal government and to download a white paper
on cost take out, please contact your IBM representative or
IBM Business Partner, or visit the following website:
ibm.com/federal/cto

Engage with IBM for a Federal Cost Savings and Performance
Assessment. This assessment evaluates up to seven operational
areas of your organization to identify savings opportunities.
Visit: ibm.com/federal/cto
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Robert Brodsky, “Contracting spending dips for the ﬁrst time in
13 years,” Maine PTAC,
http://www.maineptac.org/feed.php?num=2&feed_id=1&news_id=73
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To access this report from the web page, click reports in the Resource
Center, which appears in the bottom right portion of the web page and
then click Strategies to Cut Costs and Improve Performance.
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The references in this document to savings and success are based on the
real experiences of real IBM clients; however, your experiences might vary.
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