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Executive Summary

This executive summary provides an overview of my experience and observations while serving as a Secretary of Defense Corporate Fellow at Southern Company from August 2002 to June 2003.    

Company Background

Southern Company is among the largest energy companies in the United States and is the leading electric producer in the Southeastern Region.  Its corporate headquarters is in Atlanta, Georgia, and serves as holding company for seven retail utility subsidiaries:  Alabama Power, Georgia Power, Gulf Power, Mississippi Power, Savannah Electric, Southern Company Gas and Southern Nuclear.  Southern is also parent company for Transmission and Southern Company Generation and Energy Marketing – these organizations are not corporations, but are separate business units that provide services across the operating companies.  Southern Company has annual operating revenues of $10.2 billion.  Its workforce of over 25,000 employees, combined with seventy-four generation stations, earns $1.12 billion in annual revenues from its three major business lines: regulated utilities, competitive generation, and new products and services.

· Regulated Utilities are the core of Southern Company’s business and are responsible for over 90 percent of its earnings.  They include transmission and distribution of 30,000 megawatts of energy to 4 million retail customers in 4 states – a combined service territory of 120,000 square miles.
· Competitive Generation is considered a high-growth component of Southern Company’s business plan.  Electricity is generated and distributed to wholesale customers under long-term contracts.  By 2005, Southern anticipates adding 6,000 megawatts of competitive generation to serve its growing wholesale contract business.
· New Products and Services is another growth engine for Southern Company and represents a growing business unit of unique services made available to commercial and residential retail customers.  Energy-related new products and services focus on smart business practices, protecting capital investments, convenience, and efficient use of energy.  

Corporate strategy focuses on making Southern Company America’s most trusted energy company.  Goals emphasize leading the industry in service and customer satisfaction.  Southern also focuses on value, teamwork, and training for employees, including supervisors, managers, and executives.  Opportunities for professional growth and skill development are available through structured training and mentoring programs.  The company believes people are its most valued asset and has adopted a Southern Style as guiding principles.  These principles focus on core values and are considered the foundation for leaders.  Southern Style also assists in creating and maintaining a pleasant atmosphere and relax work environment.  Southern Company has a code of ethics, supplier philosophy, supplier diversity and business development program and a supply chain management code of conduct that emphasizes honesty, integrity, and impartially within its workforce and among its business customers, and suppliers.   

Assignment Overview

I was assigned to Southern Company Services and worked with Jacki Lowe, Vice President of Supply Chain Management {SCM}.  My sponsor in the company was Glen Fellows, who initially was Assistant to the Vice President of Supply Chain Management, and later was assigned as Manager of Technology and e-Procurement.  With my military specialty in logistics, combined with the restructuring and transitioning of the organization from Procurement and Materials to Supply Chain Management, the timing of my assignment in August was perfect.    

I was immediately integrated into the organization and received briefings on its three major businesses:  Power Generation, Power Transmission and Delivery {T&D}, and Corporate and Supply Chain Services.  I attended staff and supervisor meetings, served as support member on the Vice President’s Leadership Team, and participated in discussions on strategic sourcing, business process reviews, and initiatives to leverage system-wide supply chain costs savings.  I also participated in four corporate fellowship projects and was assigned either as team leader or member of a team to perform studies and reviews in the areas below:

· Corporate Materials Relocation Feasibility Study

· Corporate Materials Unmanned Storeroom Review

· Supply Chain Management Records and Files Room Review

· Supplier Diversity and Business Development Benchmarking Study

The purpose of these studies and reviews was to search for methods to increase effectiveness, enhance efficiencies, and to assist in achieving supply chain strategic goals.  The primary focus was on reviewing existing processes, identifying best business practices and, if required, performing business cases or developing action plans for concepts or specific business areas.  In addition to participating in these projects, I shared my military experience in logistics with company employees, observed business initiatives and processes at Southern Company energy subsidiaries, and took advantage of educational opportunities by: attending the Supply Chain and Logistics Conference and Exhibition at the Georgia International Convention Center in Atlanta, Georgia, and by completing the Advanced Program in Logistics and Technology {LOGTECH} at The University of North Carolina at Chapel Hill. 

Corporate Experiences

My assignment to SCM coincided with the implementation of new initiatives to optimize efficiency throughout the organization and to leverage system-wide supply chain cost savings.  These initiatives allowed me to gain corporate experience in leadership team strategy, restructuring, staff reductions, process reviews and cost savings/cost avoidance strategies.

· Leadership Team Strategy.  The SCM Leadership Team developed strategy and established goals, approved reviews of business processes, authorized commodity management projects, monitored formation of alliances, and adopted initiatives to leverage system-wide supply chain cost savings.  The Vice President’s direct reports also provided input for organizational restructuring and staff reductions.      
· Restructuring.  The Vice President of Supply Chain Management made a strategic decision to restructure the organization during the transitioning process.    Restructuring increased organizational effectiveness and enhanced operational efficiencies.  The processes associated with restructuring were deliberate and occurred in phases to prevent interruption of services to business customers. 

· Staff Reductions.  As a result of restructuring the organization, it became necessary to also review staffing levels.  Focus was placed on streamlining the workforce and implementing new processes to become more efficient.  Staff reductions were based on individual skill sets and on current needs of the organization.  The functional responsibilities assigned to employees affected by staff reductions were systematically reassigned to other employees within the organization.  
· Process Reviews.  The review of existing business processes was essential to adopt and implement new best practices throughout the organization.

· Cost Savings/Cost Avoidance Strategies.  Supply Chain Managers continually make process improvements, search for new methods to become more efficient, and leverage system-wide cost savings/cost avoidances.  Strategy involves a variety of initiatives to increase efficiency and generate long-term, system-wide cost savings.  More focus was place on strategic sourcing {strategic alliances}, contracts and compliance {understand liabilities and mitigate risks}, materials distribution and logistics {warehouse optimization}, inventory management and asset distribution {inventory optimization}, and supplier relations/programs {supplier base and supplier diversity}, and technology systems {new business tools and capabilities}.  Also, commodity management and commodity standardization were two new pilot projects initiated to increase efficiency and to assist in supply chain cost savings.  
The corporate experiences above, are only a few of the many benefits gained from my fellowship assignment to Southern Company.  My immediate integration into the organization enabled me to review processes and observe best practices associated with operating a successful utility company.  

For the Department of Defense {DoD}

One of the objectives of the Secretary of Defense Corporate Fellows Program is to identify potential best business practices that could be incorporated into the Defense Department.  Southern Company and DoD share many commonalities: both are large and well-established organizations that provide a valuable service to the general public.  Strategy and goals are decided at the highest echelons of management and both organizations have guiding principles/ core values, codes of conduct/ethics, and policies that serve their best interests.  I observed certain business practices in industry that were similar to processes in DoD.  Conversely, some processes in corporate America were not compatible with DoD because of its uniquely assigned mission.  To improve operational efficiencies and to increase the level of awareness of joint warfare, integration, and interoperability among the Services, I recommend DoD consider the following:   

· Adopt Commercial off-the-Shelf {COTS} Technology;
· Outsource Non-Core DoD Functions;

· Centralize Certain common services into Shared Services; and

· Implement Supplier Registration Database and Reduce Constraints on Suppliers. 
Adopt Commercial-off-the-shelf {COTS} Technology.  Use of current technology is central to the success of businesses in corporate America.  The Defense Department and the Services use legacy information and data processing systems in their day-to-day operations.  At some time in the past, many of these systems were initially designed to adapt to specific processes.  Also, recently purchased commercial-off-the-shelf systems were later customized to fit established processes. The terms joint warfare and interoperability are commonly used inside the Pentagon; however, the Services continue to fund for technology systems unique to their respective Service.  Supply chain and logistics systems are prime examples – no Service has a Warehouse Management System (WMS) that allows intra-service visibility of spare parts or combat materials stored inside warehouses.  Use of WMS technologies that allow intra-service visibility would increase the level of awareness of joint warfare, enhance interoperability among the Services, eliminate unnecessary duplications, and would facilitate rapid resupply of combat units during contingency operations.

Outsource Non-Core DoD Functions.  Successful enterprises in commercial industry focus on their core competence and outsource non-core functions.  In the Defense Department, military personnel perform many tasks that should be outsourced.  For example, DoD operates hundreds of Defense Reutilization and Marketing Offices {DRMO} at major U.S. and overseas military installations.  Military personnel are often used at these facilities to make up for an understaffed civilian workforce.  Loss of valuable training and diminished technical skill sets are only two of the many disadvantages of using the military for non-core DoD functions.  The DoD should identify and outsource non-core functions such as logistics depots, supply centers, dining facilities, military exchange services, real estate/base facilities, family support centers, and morale, welfare and recreation programs.  

Centralize Certain Common Services into Shared Services.  Executives of world-class organizations continually make process improvements and search for new methods to make their organizations more efficient.  Corporations have adopted a business model of shared services as a method to eliminate duplication and increase efficiency.  Services such as human resources, information technology, real estate management, security, and supply chain management are centralized to provide support throughout the organization.  Such practice improves service, reduces operating costs, and contributes to higher profit margins.  Secretary Rumsfeld recognizes that the Defense Department cannot continue to do business as it has in the past.  Transformation initiatives are focusing on new concepts and processes to reshape DoD and its departments and agencies.  The 2002-2003 Secretary of Defense Corporate Fellows have had an opportunity to gain experience and observe best practices from some of the most prominent businesses in corporate America.  A consistent observation and universal consensus among the Fellows is that centralization of certain common services is far more efficient than duplicate functional processes.  As DoD moves forward with transformation, it should consider adopting shared services and other business models from icons in commercial industry.  For the Defense Department to successfully transition to shared services, senior officials must support the concept and empower people to institutionalize the processes throughout the Department.  The benefits that DoD gains from shared services are an increase in customer service and organizational efficiencies.  Other tangible benefits are an increase in levels of awareness for joint warfare, integration, and interoperability among the Services.  Areas that have sufficient commonality to be centralized into a shared service are real estate, information technology, human resources, transportation, and military housing and exchange services 
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Chapter 1: “Southern Company”


Chapter 1 provides a general overview of Southern Company and includes the strategic vision and goals for sustaining growth.  I will also discuss Southern’s energy subsidiaries, human resources, environmental compliance and research initiatives, and the company’s ratings and awards among competitors in the electric utility industry. 

Chapter 2: “Supply Chain Management”


Chapter 2 will cover certain aspects of transitioning the organization from Procurement and Materials to Supply Chain Management.  I also will discuss Supply Chain Management’s mission, goals and guiding principles; specifically the relationship between business customers and suppliers, and cover Supply Chain Management’s Code of Conduct.   Finally, I will cover the objectives for the Supplier Diversity and Business Development Program, and the strategies to leverage system-wide supply chain cost savings.
Chapter 3: “Corporate Fellowship Project Assignments”

Chapter 3 entails my involvement and participation in four corporate fellowship project assignments.      

Chapter 4: “Supply Chain and Logistics Executive Education”

Chapter 4 addresses educational opportunities in Supply Chain and Logistics.
Chapter 5: “For the Department of Defense”

In Chapter 4, I propose recommendations to the Defense Department to increase awareness in joint warfare, enhance interoperability among the Services, and increase operational efficiencies.

CHAPTER 1 … Southern Company

Company Overview

Southern Company is among the largest energy companies in the United States and is the leading electric producer in the Southeastern Region.  Its corporate headquarters is in Atlanta, Georgia, and serves as holding company for seven retail utility subsidiaries:  Alabama Power, Georgia Power, Gulf Power, Mississippi Power, Savannah Electric, Southern Company Gas and Southern Nuclear.  Southern is also parent company for Transmission and Southern Company Generation and Energy Marketing – these organizations are not corporations, but are separate business units that provide services across the operating companies.  Southern Company has annual operating revenues of $10.2 billion.  Its workforce of over 25,000 employees, combined with seventy-four generation stations, earns $1.12 billion in annual revenues from its three major business lines: regulated utilities, competitive generation, and new products and services.

· Regulated Utilities are the core of Southern Company’s business and are responsible for over 90 percent of its earnings.  They include transmission and distribution of 30,000 megawatts of energy to 4 million retail customers in 4 states – a combined service territory of 120,000 square miles.
· Competitive Generation is considered a high-growth component of Southern Company’s business plan.  Electricity is generated and distributed to wholesale customers under long-term contracts.  By 2005, Southern anticipates adding 6,000 megawatts of competitive generation to serve its growing wholesale contract business.
· New Products and Services is another growth engine for Southern Company and represents a growing business unit of unique services made available to commercial and residential retail customers.  Energy-related new products and services focus on smart business practices, protecting capital investments, convenience, and efficient use of energy.  

New Products and Services

	Business Retail Customers
	Residential Retail Customers

	Commercial Surge
	Premium Surge

	Emergency Generators
	Surge Recovery

	EnergyDirect
	Bill Pay Protection

	Electric Cooking Equipment
	e-Bill

	Outdoor Lighting
	Flat Bill

	Business Energy Evaluations
	Power Credit


Southern Company has a code of ethics that focus on employees, safety and health, the environment, compliance with laws and regulations, confidential information, conflict of interest, gifts and gratuities, political activities, competitive practices, financial integrity, external relationships {customers, vendors, contractors, regulators and stockholders}, and duty to act.
  The company’s philosophy on people is very simple: “Our people are our company – Southern Style.”  The Southern Style guiding principles are considered a foundation for Southern Company’s leaders – citizenship, leadership, ethical behavior, customer first, shareholder value, great place to work, teamwork, and diversity.
   The company also has a supplier philosophy, supplier diversity and business development program and a supply chain management a code of conduct.  

Strategic Vision and Goals

The chief executive officer and the Southern Company Management Council establish corporate strategy.  Strategy focuses on making Southern Company America’s most trusted energy company. Goals emphasize leading the industry in service and customer satisfaction.  The company’s strategic vision is to have as little impact on the environment as possible while continuing to meet the needs of those who rely on its energy and services.  Southern Company also focuses on value, teamwork, and training for employees, including supervisors, managers and executives.  The strategy and goals in 2003 are similar to the strategy and goals in 2002:    

· “Lead the industry in service and customer satisfaction;

· Continue to earn top-quartile returns, with earning-per-share growth of at lease 5% a year, while delivering a sustainable and growing dividend to our shareholders;

· Double earnings from competitive generation to more than $200 million by 2005; 

· Produce $50 million of net income from energy-related products and services by 2004; and

· Live Southern Style in all aspects of our business.”

Southern Company Energy Subsidiaries

Southern Company serves as holding company for seven independent retail utility subsidiaries:  Alabama Power, Georgia Power, Gulf Power, Mississippi Power, Savannah Electric, Southern Company Gas and Southern Nuclear.  Southern is also parent company for Transmission and Southern Company Generation and Energy Marketing – these organizations are not corporations, but are separate business units that provide services across the operating companies.  The subsidiaries are located in four Southeastern States and receive leadership and strategy from the corporate headquarters, but are allowed to function as independent operating companies.  The State Public Service Commission {PSC} regulates the electric and gas utilities, and the Nuclear Regulatory Commission {NRC} regulates Southern Nuclear.  Southern and its subsidiaries are recognized for competitive retail energy rates below the national average.         
Alabama Power is Southern Company’s second largest energy subsidiary.  The company provides a valuable combination of competitive prices of reliable electricity to businesses and retail customers in the southeastern two-thirds of the state.  One of Alabama Power’s top priorities is taking care of its customers – this means keeping reliability high and power rates low.  The company is also committed to economic development, energy conservation and community involvement. 

Additional Company Information:

Headquarters:

Birmingham, Alabama 

Principle Officer:

Charles M. McCrary
Service Territory:

44,500 square miles
Workforce:


6,706



Customers:


1,341,638
Georgia Power is the largest of the five electric utilities that makes up Southern Company.  The company continues to stand by the motto coined by its first president – Preston Arkwright: “A Citizen Wherever We Serve.”  Georgia Power provides electricity to customers for over 90 percent of Georgians and contributes to economic development throughout the state.  The company contributed over $761 million in new capital investment projects and created over 10,200 new jobs in Georgia.

Additional Company Information:

Headquarters:

Atlanta, Georgia
Principle Officer:

David M. Ratcliffe


Service Territory:

57,000 square miles
Workforce:


8,800
Customers:


2 million

Gulf Power is Southern Company’s fourth largest energy subsidiary.  It generates and sells low-priced electricity throughout Northwest Florida to customers west of the Apalachicola River.  The company gains the benefits of large economies of scale while retaining the small company flexibility to develop successful, innovative products.  Gulf Power customers enjoy one of the lowest prices for electricity in the nation and the lowest price in the state, among other major investor-owned electric utilities.      

Additional Company Information:

Headquarters:

Pensacola, Florida

Principle Officer:

Susan Story

Service Territory:

1,064 square miles
Workforce:


1,415
Customers:


373,224


Mississippi Power is the fourth largest of the five electric utilities that makes up Southern Company.  The company operates four generating stations and provides electricity to nearly 200,000 customers in Southeast Mississippi.  In recent years, Mississippi Power has expanded its operations along the coastal region, capitalizing on providing additional services to support an increase in economic growth and development.     

Additional Company Information:

Headquarters:

Gulfport, Mississippi
Principle Officer:

Mike Garrett
Service Territory:

11,494
Workforce:


1,250
Customers:


192,000

Savannah Electric is Southern Company’s smallest energy subsidiary.  Although located in the same state as Georgia Power, Savannah Electric has its own designated service territory and is primarily responsible for providing electric power to customers in the City of Savannah and the surrounding areas.   

Additional Company Information:

Headquarters:

Savannah, Georgia
Principle Officer:

Anthony R. James


Service Territory:

2,000 square miles
Workforce:


550
Customers:


250,000
Southern Nuclear operates three nuclear generating facilities that provide 20 percent of electricity to Alabama and Georgia.  The management of nuclear plants is a complex and tightly regulated function that requires the attention of experienced technicians.  Southern Nuclear seeks to attract such experience in its workforce and apply proven methods in managing its facilities.  Southern Nuclear also takes great pride in its safety record and the fact that all three of its facilities are certified wildlife habitats.


Additional Company Information:

Headquarters:

Birmingham, Alabama
Principle Officer:

George Harrison
Service Territory:

Alabama and Georgia

Workforce:


3,000
Customers:


Suppliers for 20% of electricity in Alabama and Georgia

Southern Company Gas is the newest utility subsidiary of Southern Company.  Expansion into the retail natural gas market was accomplished under the leadership of Allen Franklin – Chairman, President and Chief Executive Officer of Southern Company.  With support from the Southern Company Management Council and from over 75 percent of the company’s employees, Franklin seized the opportunity to acquire customer-billing belonging to Georgia-based NewPower Company, Inc.  On July 19, 2002, NewPower Company was in bankruptcy proceedings when Southern Company received official certification from Georgia’s PSC to enter into the retail gas market.

Additional Company Information:

Headquarters:

Atlanta, Georgia
Principle Officer:

Phil Saunders
Service Territory:

Atlanta, Georgia

Workforce:


32
Customers:


200,000

Southern Company’s subsidiary for Telecommunications is Southern LINC.   Southern LINC provides connectivity and reliable communications along major highways and back roads.  The company realizes that every business is different and tailors network and wireless telephone service to the specific needs of the customer.  Southern LINC offers a variety of phones and accessories to suit virtually every need – from small and portable to rough and rugged.  

Additional Company Information:

Headquarters:

Atlanta, Georgia
Principle Officer:

Bob Dawson
Service Territory:

127,000 square miles

Workforce:


506
Customers:


250,000

Human Resources

Southern Company is in constant search for quality people to bring into its organization. The company’s Southern Style guiding principles assist in creating and maintaining a pleasant atmosphere and relax work environment.  The Human Resources {HR} department is primarily responsible or recruiting and retaining employees.  The department participates in variety of methods to attract quality people:  job fairs, direct hires from college campuses, and from routine screening of applications for employment.  The company’s policy, particularly for positions in upper level management, is to promote from within the organization.                   

The HR department also monitors career progression and developmental training for employees, including supervisors, managers and executives.  Opportunities for professional growth and skill development are available through structured training and mentoring programs.  Initiatives to attract and entice people to remain and grow with the company include job security, skill development training, and mentoring programs, health care benefits, and a competitive retirement program.  

The company’s position on human resources, education, mentoring and coaching, and teamwork cannot be overstated, and coincides with statements made by:  Allen Franklin – President, Chairman and Chief Executive Officer for Southern Company; David Ratcliffe, President and Chief Executive Officer for Georgia Power Company, and Charles McCrary, President and Chief Executive Officer for Alabama Power.

“I have reached the conclusion that if we can significantly improve on the human resources side, we can reach a new level of performance.”

“Education, job assignments, mentoring and coaching, and performance management are all essential tools for employee development.” 

“Teamwork is what separates a good company from a great company. People will make a good company great.”

Environmental Compliance and Research Initiatives

Southern Company is at the forefront of research to generate energy in newer and cleaner ways.  The company’s environmental department has over 400 full time employees whose ultimate goal is to ensure the company meets or surpasses all environmental laws and regulations, and to develop the right strategies to continually improve environmental performance.  

The company has contributed over $4 billion to environmental actions in the last decade.

Southern Company continues to make significant improvement in air quality by reducing sulfur dioxide emissions by 32 percent.  It has also committed to contributing $1 Billion to further reduce nitrogen oxides, developing action plans to address greenhouse gases, and testing of technology to reduce mercury emissions, and particulate matter.  The company maintains high environmental standards for water quality through use of hydroelectric power generation.  Using water as a source of generation is more efficient and removes no water from the rivers and produces no emissions.

Southern Company is among industry leaders in implementing land initiatives to protect wildlife and creating community initiatives to educate the public on the importance of conservation and water quality.  The company has received numerous awards for its commitment to protect the environment in air quality, particulate matter, water quality, and various land, and community initiatives. 

Industry Ratings and Awards
Southern Company takes great pride in its contributions to local communities and the states in which it operates.  The company is also proud of its achievements in the utility industry; particularly for being the recipient of many awards.

· In March 2002, Southern Company was recognized by Fortune magazine as the ‘Most Admired Electric Utility in America.’

· In May 2002, Georgia Trend magazine named Allen Franklin, ‘Georgia’s Most Respected CEO.’

· In March 2003, Southern Company was recognized by Fortune magazine as the ‘Most Admired Electric and Gas Utility in America.’

J. D. Powers and Associates.

-‘Overall Customer Satisfaction for Electric Service to Midsize Business Customers in the Southern United States

- Recipient of the Electric Power Research Institute Technology Transfer Award for Switchgrass Renewable Energy Project

Forbes magazine.

- Platinum 400 List of Best Companies

American Customer Satisfaction Index.

- Ranked number one in Electric Service

- Recipient of the Southeastern Electric Exchange Industry Excellence Award for the Switchgrass Renewable Energy Project 

Chapter 2 … Supply Chain Management

Transition to Supply Chain Management
I began my fellowship assignment at Southern Company in August 2002.  My arrival at the company coincided with initial restructuring and transitioning of the Procurement and Materials organization to Supply Chain Management {SCM}.  The transition was far more than simply a name change.  Top-level management was also seeking for new methods to optimize efficiency and leverage system-wide supply chain cost savings.  The efforts associated with these initiatives involved leadership team strategy, organizational restructuring, staff reductions, business process reviews, and initiatives to leverage system-wide supply chain cost savings and cost avoidances.

· Leadership Team Strategy.  The SCM Leadership Team developed strategy and established goals, approved reviews of business processes, authorized commodity management projects, monitored formation of alliances, and adopted initiatives to leverage system-wide supply chain cost savings.  The Vice President’s direct reports also provided input for organizational restructuring and staff reductions.      
· Restructuring.  The Vice President of Supply Chain Management made a strategic decision to restructure the organization during the transitioning process.    Restructuring increased organizational effectiveness and enhanced operational efficiencies.  The processes associated with restructuring were deliberate and occurred in phases to prevent interruption of services to business customers. 

· Staff Reductions.  As a result of restructuring the organization, it became necessary to also review staffing levels.  Focus was placed on streamlining the workforce and implementing new processes to become more efficient.  Staff reductions were based on individual skill sets and on current needs of the organization.  The functional responsibilities assigned to employees affected by staff reductions were systematically reassigned to other employees within the organization.  
· Process Reviews.  The review of existing business processes was essential to adopt and implement new best practices throughout the organization.

· Cost Savings/Cost Avoidance Strategies.  Supply Chain Managers continually make process improvements, search for new methods to become more efficient, and leverage system-wide cost savings/cost avoidances.  The Supply Chain Strategy involves a variety of initiatives to increase efficiency and generate long-term, system-wide cost savings.  More focus was place on strategic sourcing {strategic alliances}, contracts and compliance {understand liabilities and mitigate risks}, materials distribution and logistics {warehouse optimization}, inventory management and asset distribution {inventory optimization}, and supplier relations/programs {supplier base and supplier diversity}, and technology systems {new business tools and capabilities}.  Also, commodity management and commodity standardization were two new pilot projects initiated to increase efficiency and to assist in supply chain cost savings.  
Mission - Goals and Guiding Principles
 
The SCM Leadership Team recently adopted a new mission and guiding principles for the organization.  The new mission focused on the organization’s overall strategic contributions to the company as opposed to specific functional tasks.  The new mission is ‘Supplying Value through Teamwork.’  The guiding principles are ethical behavior, create employee value, provide financial value, provide customer value, and maximize supplier value.  The organization’s ability to provide reliable support to its business customers is essential to quality service and customer satisfaction.  Supply Chain Management’s strategic goals are aligned with corporate strategy and emphasize value, diversity, and system-wide supply chain cost savings.    The Supply Chain Management’s goals for 2003 are as follows:

· Contribute to the achievement of revenue requirement savings by specified date;

· Contribute to the achievement of budget reductions by specified date;

· Successfully implement Supplier Diversity spending plans for Southern Company;

· Focus on compliance which includes contracts, safety, GSA and internal controls; and

· Focus on delivering employee value via:  leadership development initiatives, training and education, communications, performance management and individual development plans.

Relationship with Business Customers and Suppliers

Southern Company makes a concerted effort to establish and maintain positive relationships with its business customers and suppliers.  The SCM organization also values its relationship with customers and suppliers and uses a survey as an instrument to measure performance and customer satisfaction.  Southern Company has a supplier philosophy, code of conduct and supplier diversity and business development program.  

The Supply Chain Management Executive Steering Committee approved Southern Company’s Supplier Philosophy.  The aim of the policy on Supplier Philosophy is to reinforce the company’s commitment to maintaining the highest ethical standards in all business practices, particularly its relationships with suppliers.  The goal is to award business to suppliers based on best overall value – domestically and globally.  Supply Chain Management supports the company’s competitive position by establishing and maintaining professional business relationships with all suppliers and by focusing on the total supply chain.  Specifically, the Southern Company Supplier Philosophy pledges the following:

· Make purchases and develop relationships based on best overall value;
· Treat all suppliers fairly;
· Communicate to all suppliers with common messages, expectations, and standards of performance;
· Maximize use of supplier capabilities; and

· Commitment to the development of minority, female-owned, and small businesses.
Supply Chain Management Code of Conduct

The Supply Chain Management Code of Conduct applies to all of its employees as well as its business customers, and suppliers.  The code of conduct emphasizes conducting business with complete honesty, integrity and impartiality.  All employees are expected to be personally responsible for adherence to the highest standards of ethical behavior. The code of conduct outlines standards for accepting gifts, meals and entertainment, and objective methods for dealing with suppliers in a fair and equitable manner.  It specifically prohibits employees, agents, and members of their immediate family from accepting gifts of any kind of value that might be reasonably construed as possibly influencing business decisions.  However, reasonable business meals and entertainment, on an occasional basis, are acceptable when the purpose is to further the business interest of the company.
Supplier Diversity and Business Development Program

Southern Company views its relationship with minority, female-owned, and small businesses as a partnership.  The Supplier Diversity and Business Development Program is an integral part of the company’s strategic procurement strategy.  The program specifically target minority, female-owned, and small business enterprises to assist in business growth and development into competitive providers of materials and services.  The key objectives of the program are as follows:

· To create a quality process for all parties involved -- with a plan of action to achieve it;

· Seek new innovative means to utilize minority, female-owned, and small businesses;

· Establish cost-effective relationships and ensuring competitive pricing and quality goods and services; and

· Ensure compliance with government regulations under the General Services Administration’s {GSA} contracts.


To qualify as a minority or female-owned business, a company must be at least 51% owned and operated by a minority person and or female.  A minority or female-owner must be involved in the daily business operations.  The definition of a minority, according to the Small Business Administration {SBA}, is a U.S. Citizen from an ethnic background of African-American, Asian-American, Asian-Indian American, Asian-Pacific American, Hispanic American or Native American.  The Supplier Diversity and Business Development Program has three major initiatives: Supplier Mentorship Program, Second Tier Program, and a Leadership Team.

· Supplier Mentorship Program was design to establish business relationships between employees with buying authority and minority or female-owned suppliers.  Its goals are to provide formal and informal training and development opportunities, be proactive in developing and cultivating supplier relationships, identify and facilitate opportunities to obtain a quote, and encourage business growth and, when applicable, to establish a Strategic Alliance.  In return, suppliers gain increased awareness of opportunities when such relationships exist.  Buyers are matched with minority and female-owned enterprises within their commodity area or service responsibility.  

·  Second Tier Program encourages increased utilization of minority or female suppliers.  Prime suppliers are strongly encouraged to extend subcontracting opportunities to minority and female-owned firms.  This program is not intended to replace direct purchases with minority or female suppliers, but rather to supplement the company’s overarching Supplier Diversity initiatives.  

· Leadership Team consists of top executives from various business units.  Their mission is to develop a strategy to achieve the goals of Supplier Diversity within their prospective business areas.  Minority and female-owned business enterprises must also meet Southern Company’s expectations for all suppliers: high-quality, competitive priced goods, and timely, responsive service.

Supply Chain Strategy

· The Supply Chain Strategy involves a variety of initiatives to increase efficiency and generate long-term, system-wide cost savings.  More focus was place on strategic sourcing {strategic alliances}, contracts and compliance {understand liabilities and mitigate risks}, materials distribution and logistics {warehouse optimization}, inventory management and asset distribution {inventory optimization}, and supplier relations/programs {supplier base and supplier diversity}, and technology systems {new business tools and capabilities}.  Also, commodity management and commodity standardization were two new pilot projects initiated to increase efficiency and to assist in supply chain cost savings.  
Strategic Sourcing: {Strategic Alliances}

  Sourcing is considered a critical part of the supply chain.  Emphasis is placed in on strategically managing sourcing using a total cost approach from raw materials to disposal.  Strategic sourcing is a concept that focuses on functions within the supply chain with the intent to deliver value to the customer.  Such a concept usually transforms into a business relationship commonly referred to as an alliance.  The ultimate goal of an alliance is to reduce costs, improve efficiency, and provide value through an increased focus on supply chain management.  These strategic sourcing goals are mutually beneficial to the customer and the supplier and can be achieved by the following:

· Proactively manage commodities and supplier relationships from a system-wide perspective;

· Facilitating cross-functional communication to align the needs and goals of customers, buyers, and suppliers;

· Reducing the total cost of ownership of identified materials, equipment, and services to deliver increased shareholder value; and

· Utilize supply chain strategy to aid in the achievement of corporate goals.
The concept of strategic alliances is not a new idea to the utility sector; rather, it has evolved over time and spread throughout the business industry.  This is partially due to business agreements through long-term contracts, which evolved into partnerships and successfully emphasized business issues such as Just-In-Time and Quality Assurance {QA}.  The documented successes of these types of agreements, coupled with the increasing need to remain competitive in today’s global markets, have led Southern Company to pursue the concept of strategic sourcing through alliances.

Southern Company’s method of purchasing through the competitive bid process, using total evaluated cost analysis, is a very effective method of obtaining quality products and competitive pricing.  The concept of strategic sourcing through alliances is an additional method of acquisition to include in the SCM Procurement Strategy.  Although every business relationship involves a degree of risk, the anticipated long-term cost savings associated with this concept far exceeds the minimum risk involved.  
Strategic alliances require a team approach – the customer and supplier should be consistent with each party’s strategic interests.  The risks and rewards should be shared and neither party should attempt to maximize gains or minimize losses at the expense of the other.  Both parties must mutually agree on the alliance goals and dedicate appropriate resources to carry them out.  Creating strategic alliances should be primarily product driven to include consideration of technology, product performance, product criticality, availability, and product quality.  The alliance process is divided into four sections:

· Strategic alliance identification and selection evaluation;

· Establishing the alliance;

· Monitoring the alliance performance and administering the terms; and

· Conditions of the alliance.

Each section is unique and when an alliance is formed the mutual benefits associated with strategic sourcing are as follows:

Mutual Benefits of Strategic Sourcing – Strategic Alliances

	Supplier Benefits
	Company Benefits

	Do not have to bid on each requirement
	Lower Acquisition Costs

	Better forecasting of workload
	Guaranteed supply of Products

	Design around standard products
	Reduced Inventories and shipment Errors

	Streamline the product approval process
	Improved Product Quality

	
	Reduce number of Quality Inspection



The practice of volume procurement is another method of sourcing that contributes to long-term supply chain cost savings. The concept requires identification of system-wide requirements and purchasing supplies in large volume to leverage costs with suppliers.  This practice is well coordinated and involves all Southern Company electric subsidiaries.  Since implemented, the concept of volume procurement has yielded substantial savings.    
Contracts and Compliance: {Liabilities and Risks}


Supply Chain Management facilitates the leveraging of buying power across the Southern Company and its subsidiaries.  More emphasis was placed on contract terms, conditions, compliance and consistency while maintaining minimizing risk.  The company also focused on a better understanding of associated contractual liabilities maintaining a position to mitigate risks.  Contracting for materials and supplies, equipment, or labor for maintenance projects are a large part of supply chain purchasing.  To improve consistency in contracts among the different operating companies and among suppliers, SCM sought to standardize contract terms and conditions throughout the Southern Company.

Materials Distribution and Logistics: {Warehouse Optimization}

Maximum optimization is essential for efficiencies in any warehousing operation.  Managers in SCM sought to optimize warehouse network operations and logistics from point of manufacture to point of consumption.  This goal was achieved, in part, in Georgia Power by installing a new Warehouse Management System {WMS} in the Power Deliver Warehouse and Materials Distribution Center {MDC}.  This system is considered all encompassing and is the solution to many of the past warehousing challenges – it creates consistency and uniformity across all of the company’s facilities.  The system is also used to share information and, when needed, share manpower across the entire Southern Company distribution network.  Better inventory tracking also facilitates warehouse optimization and makes it easier for SCM buyers to replenish stock.  The WMS software also improved customer service without increasing personnel and has helped manage labor and materials carrying costs.  More importantly, the new WMS allows managers to track the productivity of individual workers to ensure that optimum productivity is maintained throughout the facility.

Inventory Management and Asset Disposition: {Inventory Optimization}

Supply Chain Management established an objective to optimize inventory levels across manufacturers, distributors and within the company.  Inventory management processes allow buyers and buyer analysts to utilize company technology to review historical usage and job project materials requirements for establishing stocking levels and ordering materials for the regional materials distribution center.  This information is then used to establish stocking parameters for economic order quantity, re-order points, and safety stock levels, and to help manage labor and materials carrying costs.  These parameters are rarely adjusted, other than lead-time changes, for standard use distribution materials; however, spot purchases are placed to maintain adequate levels of inventory for job requirements outside the order parameters and for potential weather related events.  A continuous effort is made to reclaim and repackage previously issued materials for future use.  In instances where this process is not feasible or is considered economical, materials are delivered to a consolidated asset disposition facility for disposal.   
Supplier Relations/Programs: {Diversity and Performance}


The Vice President of Supply Chain Management established four objectives and implemented seven initiatives surrounding its supplier relations/programs.  The objectives were to manage the supplier base, increase supplier diversity and performance, and maximize benefit to the company and supplier.  Initiatives included placing additional emphasis on supplier philosophy, supplier diversity, spending plan analysis, web-based registration tool, 2nd tier focus, supplier performance tools and pilot background check for contractors.

Technology Systems: {New Business Tools and Capabilities}


The leveraging of technology is critical to the supply chain achieving its goals.  The key objectives for technology systems are new tools and capabilities for changing business processes and enable people to work more efficiently by automating the procure to pay process.  The major initiatives involve focusing on gaps in the current supply chain system, continue to work to extract value from investment, create cost-effective and reliable systems for electronic commerce, increase real-time electronic visibility of supply chain information, and support other SCM initiative teams.    

Supply Chain Commodity Management Project

The Commodity Management project was implemented to standardize materials and generate system-wide supply chain cost savings.  The concept involves a collaborative planning effort between company engineers and manufactures on product design and specifications.  Products designed to certain specifications, in certain cases, are routinely less expensive and more reliable than products or materials designed to generic specifications.

Supply Chain Commodity Standardization Project
The Commodity Standardization project was implemented to standardize the commodity descriptions, manufacturer name and part numbers, and to establish a Southern Company Commodity number that will cross reference to operating companies’ databases across Southern Company.  This process is beneficial and facilitates rapid identification of materials, eliminates the requirement to cross-reference identification or part numbers and, enhances system-wide visibility of materials within the Southern Company warehousing system.  Initial proposals for the standardization of materials must meet the following criteria:     

· Must have identical manufacturer name and part number;

· Must have identical standard noun modifier dictionary long description;
· Must be located and/or procured at two or more operating companies;
· Must have a Southern Inventory Identification System {SIIS} number assignment; and
· Must have identical Accounting, Materials and Procurement Number {AMPS} unit.  
Supply Chain Management Leadership Conference

The 2003 SCM Leadership Conference was held April 8-10 in Panama City, Florida.  The theme of the conference was ‘Building on Success’ and discussion topics included highlights in areas of Technology, Supplier Programs, Materials Distribution and Logistics, Inventory, Strategic Sourcing, Contracts and Compliance, and Financials.  The Leadership Conference also included breakout sessions, roundtable discussions, and time for questions and answers with the executive team. 

Chapter 3 … Corporate Fellowship Project Assignments

During my fellowship at Southern Company, I participated in four corporate project assignments.  I was assigned either as team leader or member of a team to perform business studies and reviews.  My initial assignment was Team Leader for a Corporate Materials Relocation Feasibility Study.  I worked with company employees on a Corporate Materials Unmanned Storeroom Review and a Supply Chain Management Records and Files Review.  My final project assignment was Team Leader for a Georgia Power Supplier Diversity and Business Development Program Benchmarking Study.

Corporate Materials Relocation Feasibility Study   

The purpose of the Corporate Materials Relocation Feasibility Study was to determine if a business case could be made for merging the Corporate Materials Distribution Center in Norcross, Georgia, with the Power Delivery Materials Distribution Center in Forest Park, Georgia; and to review existing processes and recommend best business practices to facilitate an increase in organizational and operational efficiency.  The Study focused on costs associated with existing materials distribution operations, potential cost savings at alternate locations and the following considerations:

· Best interests for Southern Company;

· Remaining lease obligations;

· Projected long-term cost savings; 

· Relocation costs {employees and inventory}; and 

· Relocation costs vs. recuperation time. 

Additional considerations for the study included: comparison of current and future lease rates, risk vs. service level expectations, costs for construction of a new corporate materials warehouse distribution facility and an information resources telecommunications repair and calibration laboratory facility, integration of non-union employees into a union workforce, results of a comprehensive facility plan study, and the projected increase in overall operational efficiencies. 

Corporate Materials Unmanned Storeroom Review

The purpose of the Corporate Materials Unmanned Storeroom Review was to revalidate requirements for unmanned storerooms in Alabama, Florida and Georgia, determine costs for maintaining storerooms and, if necessary, develop an action plan to ensure storerooms were strategically located, stocked with the correct materials, and make recommendations for accountability for inventory and responsibility for operating each unmanned storeroom facility.  
Supplier Diversity and Business Development Benchmarking Study  

The purpose of the Georgia Power Supplier Diversity and Business Development Program Benchmarking Study was to target companies with highly successful diversity and business development programs. The goals were to learn their business model and implement best practices to model their programs.  The Manager of Georgia Power’s Supplier Diversity and Business Development Program outlined the following areas as a baseline for the study:

· What do the best of the best companies’ supplier diversity and business development program look like?

· What are they doing to be the best? 

· What is Georgia Power’s relative position to these companies?

· What are the gaps between Georgia Power and the best of the best when it comes to supplier diversity and business development?

· What action steps must be taken to narrow and eventually close the gap?

The Georgia Power Supplier Diversity and Business Development Program Benchmarking Study was performed with assistance from Southern Company’s Marketing, Research and Intelligence {MRI} department and from Procurement Resources, Inc., -- a licensed independent consulting agency.

Supply Chain Management Records and Files Review

The purpose of the Supply Chain Management Records and Files Room Review was to evaluate existing processes and recommend best practices to enhance operational efficiency.  The review was performed, in part, by analyzing processes for records and files at two of Southern Company’s energy subsidiaries -- Alabama Power and Southern Nuclear.   

  A final report was prepared for the Corporate Materials Relocation Feasibility Study, Corporate Materials Unmanned Storeroom Review, Supply Chain Management Records and Files Review, and the Georgia Power Supplier Diversity and Business Development Program Benchmarking Study.  In addition to identifying the purpose of the project, the final report also contained opinions and recommendations to management.    

Chapter 4 … Supply Chain and Logistics Education  

In addition to my experience and observations at Southern Company, I also took advantage of educational opportunities in supply chain and logistics by attending the Supply Chain and Logistics Conference and Exhibition and by completing the Advanced Program in Logistics and Technology {LOGTECH}. 

Supply Chain and Logistics Conference and Exhibition

I attended the Supply Chain and Logistics Conference and Exhibition held on September 10-12, 2002, at the Georgia International Convention Center in Atlanta, Georgia.  The Conference Program featured over 30 regular sessions and a daily Keynote session.  The regular sessions were presented by users and vendors and were applicable to manufactures, distributors or retailers.  The regular sessions focused on knowledge sharing, networking, and solutions for reducing costs and creating new efficiencies in supply chain organizations.  The program was organized under four categories:

· Supply Chain Management

· Supply Chain Technology

· Transportation and Distribution

· Material Handling and Warehousing 

The U.S. Marine Corps was the only Service to participate in the Logistics Conference and Exhibition – Lieutenant Colonel Alan B. Will, USMCR, {Strategic Project Officer, MarForLant} provided a presentation on “How to Manage Inventory While on the Move.”   All conference attendees and exhibitors were invited to attend daily Keynote sessions where topics focused on corporate and logistics management and emphasized use of information technology and the growing requirements for e-Commerce development.  

· Ms. Lillian Borrone, former Assistant Executive Director of the Port Authority of New York and New Jersey, for those individuals particularly interested in international trade, presented “9/11 One Year Later: Living In A New World.”

· Mr. Harvey Seegers, President and CEO of GE Global eXchange Services focused on how e-Commerce would accelerate supply chain initiatives in “Leveraging Technology to Catapult Your Company to New Heights and From Chain to Process.”

· Mr. Robert Bower, General Manager of Wesupply Inc., presented “From Chain to Process” – a controversial session that dove into “Supply Chain Management” vs. “Supply Process Management,” as Supply Process Management is the process of defined relationships, business rules and technologies that provide the visibility for activities, transactions and results.  

Nearly 100 vendors participated in the exhibition and showcased an array of modern technological innovations.  Also, co-located with the exhibition show were two major Atlanta-based businesses – the Atlanta Material Handling Show and the Atlanta Plant Engineering and Maintenance Show.  These businesses focused primarily on bringing more value in material handling and warehousing operations.  

The Atlanta Material Handling Show depicted applications, technology and management strategies to effectively plan to help increase productivity, cut operating costs, improve safety, and facilitate product and information flow.  This event also included a conference that provided strategies and tactics that could be implemented immediately for increased productivity, efficiencies and cost reductions.  The Atlanta Plant Engineering and Maintenance Show provided access to solutions and ideas for effective management of a wide range of facilities, including manufacturing plants, warehouses, office buildings and government facilities.
The framework of the overall conference and exhibition was extremely beneficial and provided a solid foundation for increasing efficiency, and generating, controlling, and maintaining cost savings within any organization.   







Advanced Program in Logistics and Technology {LOGTECH}

I attended the Advance Program in Logistics and Technology {LOGTECH} on February 9-14, 2003, at The University of North Carolina at Chapel Hill.  The objective of the course is to leverage global best practices and explore leading-edge logistics technologies to prepare DoD logisticians for advances that will drive logistics and supporting technologies in the future.  The LOGTECH program achieves this mission through a series of integrated and sustained opportunities for "shoulder-to-shoulder" exchanges between the military, private sector, and academic logistics communities in the following key elements:

· Researching and benchmarking best and innovative practices in the private sector and in the military;

· Developing and presenting two interrelated, yet distinct executive education programs in an outstanding learning environment – the Advanced Program in Logistics and Technology {LOGTECH} and the Supply Chain and Logistics Executive Education Program; 

· Conducting an annual LOGTECH Forum to promote executive-level round-table discussion of common logistics issues; and

· Developing an Executive Masters in Business Administration Program in Advanced Logistics.
The Kenan-Flagler Business School at The University of North Carolina at Chapel Hill sponsors the LOGTECH and Executive Education Programs.  These programs are designed for military, industry, and technology leaders in logistics and supply chain management to develop and improve their knowledge, decision-making processes, collaborative skills and networking facilities.
Chapter 5 … For the Department of Defense


One of the objectives of the Secretary of Defense Corporate Fellows Program is to identify potential best business practices that could be incorporated into Defense Department.  Southern Company and DoD share many commonalities: both are large and well-established organizations that provide a valuable service to the general public.  Strategy and goals are decided at the highest echelons of management and both organizations have guiding principles/ core values, codes of conduct, and policies that serve their best interests.  I observed certain business practices in industry that were similar to processes in DoD.  Conversely, some processes in corporate America were not compatible with DoD because of its uniquely assigned mission.  To improve operational efficiencies and increase the level of awareness in joint warfare, integration, and interoperability among the Services, I recommend DoD consider the following:

· Drive Process Improvement and Empower People to Manage Change

· Centralize Certain Common Services into Shared Services

· Outsource Non-Core DoD Functions

· Revise the Uniformed Services Compensation and Retirement Pay System

· Adopt Commercial-off-the-Shelf {COTS} Technology

· Implement Supplier Registration Database and Reduce Constraints on Suppliers

· Implement DoD-wide Supply Chain and Logistics Cost Savings Initiatives 
Drive Process Improvement and Empower People to Manage Change.

Change is easily recognizable, but oftentimes very difficult to implement or untimely achieve.  There are mythical beliefs among many that change is nearly impossible to achieve in large, diverse organizations.  There are also commonly shared beliefs that if existing processes are working there are no needs for change.  Such beliefs serve only to contribute to the common frustrations and the many challenges associated with change proposals.  The DoD has made many attempts to implement process improvement, but is often unsuccessful because of embedded cultures or, in certain cases, a lack of support from Congress.  Change is not something that should make one fearful, rather a necessary element of a strategic business plan.  Many lessons can be learned from publications and from organizations that have attempted implementing change, but ultimately experienced failure.  However, knowledge of this information serves no value unless top-level management decides to drive process improvement and empower people to manage change.  Process improvement must be driven from the highest echelons of management – civilian and military leadership must support change and empower people to manage change.  To successful institutionalize process improvement throughout DoD, senior officials must be engaged from the outset, continuously demonstrate support for change, and empower people to make change occur. 

Centralize Certain Common Services into Shared Services.

As DoD proceeds with transformation, it must give consideration to aligning certain supporting services in such a way as to improve efficiency and effectiveness throughout the Defense Department.  The Secretary of Defense Corporate Fellows have had an opportunity to gain experience and observe best practices from seven prominent companies in Corporate America.  One of the many common observations is that executives in commercial enterprises continually seek for innovative methods to make their organizations more efficient.  A consistent observation in our sponsoring companies came from the area of common services.  Many businesses are centralizing certain common services and capitalizing on leveraging of shared services throughout the organization.  Such practice eliminates duplication of processes and improves efficiency, and simultaneously reduces staffing levels and increases profit margins.  The universal consensus is that centralization of certain common services makes an organization more efficient and effective in comparison to overlapping or repetitive functional processes.  A number of consulting agencies have presented recommendations to the Defense Department for improving specific processes; yet transition and process improvements have occurred only at a relatively slow pace.  The Defense Department could learn valuable lessons and implement best practices from industry by adopting business process models that have passed the test of time.
Outsource Non-Core DoD Functions.

Successful enterprises in commercial industry focus on core competence and outsource non-core functions.  In the Defense Department, military personnel perform many tasks that should be outsourced.  For example, DoD operates hundreds of Defense Reutilization and Marketing Offices {DRMO} at major U.S. and overseas military installations.  The military is often used at these facilities to make up for an understaffed civilian workforce.  Loss of valuable training and diminished technical skill sets are only two of the many disadvantages of using the military for non-core DoD functions.  The DoD should identify and outsource all non-core functions such as logistics depots and supply centers, dining facilities, commissary and exchange services, base facilities, land management, environmental compliance, family service support centers, and morale, welfare and recreation programs.  

Revise the Uniformed Services Compensation and Retirement Pay System.

In the commercial industry, many employees remain and grow with the company until retirement.  To assist in retaining experience and attracting military personnel to serve beyond 26 years of active service, the Defense Department should recommend to Congress to revise the Uniformed Services Compensation and Retirement Pay System.  Revisions should include pay increases at 28 and 30 years of service and a provision for retirement pay to increase by 1% per year after 30 years of active service for a maximum retirement of 80 % for 35 years of active service.  These revisions will assist in attracting military members to remain in uniform beyond 26 years of active service, and eliminate mandatory retirement at 30 years of service.

Adopt Commercial-off-the-shelf {COTS} Technology.

Use of current technology is central to the success of businesses in corporate America.  The Defense Department and the Services use legacy information and data processing systems in their day-to-day operations.  At some time in the past, many of these systems were initially designed to adapt to specific processes.  Also, recently purchased commercial-off-the-shelf systems were later customized to fit established processes. The terms joint warfare and interoperability are commonly used inside the Pentagon; however, the Services continue to fund for technology systems unique to their respective Service.  Supply chain and logistics systems are prime examples – no Service has a Warehouse Management System (WMS) that allows intra-service visibility of spare parts or combat materials stored inside warehouses.  Use of WMS technologies that allow intra-service visibility would increase the level of awareness of joint warfare, enhance interoperability among the Services, eliminate unnecessary duplications, and would facilitate rapid resupply of combat units during contingency operations.

Implement DoD-wide Supply Chain and Logistics Cost Savings Initiatives.

The Defense Department could realize potential cost savings or generate revenue by implementing supply chain and logistics cost savings initiatives such as:  Supplier Buy-back Program, Freight Management Program and a Supplier Registration Database.
· Supplier Buy-back Program:  The Defense Department maintains large quantities of supplies and spare parts for major weapon systems and support equipment.  Oftentimes, spare parts are held at levels in excess of actual requirements.  When new generation equipment is fielded, spare parts for old equipment are either disposed by the local DRMO or shipped to the Service’s supply depot.  A supplier buy-back program could be established during the acquisition process to sell parts back to the manufacturer for a pre-negotiated percentage of the original costs.  Revenue generated from such program would likely be higher than net proceeds from existing DRMO surplus sales and auctions.  

· Freight Management Program:  The Department of Transportation regulates freight shipments of goods and materials.  Charges for freight vary and are paid either by adding the fees to the cost of the product or paid upon delivery of merchandise to its final destination.  Freight charges added to the cost of the product are referred to as freight allowed and freight charges paid upon delivery of merchandise to its final destination are referred to as freight collect.  There are advantages and disadvantages to both methods of payment – the major differences are freight allowed is taxable and freight collect is tax-exempt.  The Defense Logistics Agency {DLA} and other government organizations must exercise care in authoring methods for shipping of goods and materials, and in paying for freight charges.   

· Supplier Registration Databases:  Many businesses in corporate America use technology to assist them from entering into business agreements with potentially dishonest suppliers.  The Defense Department engages in business transitions with thousands of suppliers and contractors on an annual basis.  Many commercial enterprises are eager to establish a business relationship with the federal government.  There are, however, certain prominent enterprises that are apprehensive from entering into business relations with DoD because of the volume of paperwork and imposed constraints associated with government contracts.  In efforts to be awarded lucrative government contracts, some businesses make promises that far exceed their firm’s capability.  A percentage of these businesses is also involved in civil litigation, bankruptcy proceedings or already have registered complaints on public record for non-compliance.  Such misrepresentations lead to project delays and expensive cost overruns.  Consequently, this dilemma has only resulted in the government imposing additional constraints.  By implementing a supplier registration database, DoD could potentially minimize or discontinue from entering into business agreements with businesses that have reputations for not fulfilling their contractual obligations.  This database would allow DoD to obtain general information on businesses in advance and potentially identify enterprises that overstate their firm’s capability, or involved in civil litigation, or bankruptcy proceeding.  The database is considered a very effective management tool and does not allow the retrieval of data that is not already a matter of public record.   

In conclusion, the Secretary of Defense Corporate Fellows Program offers a unique opportunity for mid-level military officers to integrate into leading businesses in Corporate America.  Many of the business models currently in use throughout industry are applicable and should be integrated into the DoD to cut costs and improve efficiency.  The mission and strategy of any company in corporate America, in comparison to the mission and strategy of the Defense Department, will be on the opposite end of the spectrum.  This is because of differences in strategic focus and accountability: profits and accountability vs. readiness and the American people!  The above recommendations are a few of the many business models that have passed the test of time in corporate America and should be given consideration for implementation in the Defense Department.  

Department of Defense Inquiries
1.  How are employees recruited?

Response:  Southern Company is in constant search for quality people to bring into its organization.  The Human Resources {HR} Department is primarily responsibility for recruiting and retaining employees.  The department participates in a variety of methods to attract quality people such as:  job fairs, direct hires from college campuses, and from routine screening of applications for employment.  

2.  What initiatives are used to entice people to remain and grow with the company?

Response:  When it comes to its employees, Southern Company’s philosophy is straightforward and very simple: “Our people are our company – Southern Style.”  The same philosophy can be applied to the company’s business customers, suppliers, and shareholders.  Initiatives used to entice people to remain and grow with the company include job security, developmental training and mentoring programs, flexible career progression, tailored benefits package and a competitive pension program.   

3.  What is the relationship between the employer and employee?

Response:  Southern Company has a long-standing reputation for having an excellent relationship with its employees.  This relationship was established many years ago and is built on a foundation of trust and mutual respect.

4.  What company benefits are provided to assist with personnel management?

Response:  Southern Company has a benefits package for both current and retired employees.  This package offsets out-of-pocket expenses for healthcare for both employees and family members.  Other company benefits include stock options, annual performance pay, paid relocation expenses, attractive compensation schedule and a competitive pension plan.  

5.  What does the company do to assist with spousal employment?

Response:  Southern Company views its employees and their families as valuable assets to the company; however, there is no company plan that specifically target employing spouses or family members of existing employees. 

6.  Does the company have an onsite training center / university?  

Response:  Several years ago Southern Company had an onsite training center; however, the company does not currently have an onsite training center or university.  

7.  Is there an ongoing training program for middle and upper level managers?

Response:  The company has mandatory leadership and management training programs for supervisors, managers and executives.    

8.  What percentage of training is internal / outsource?

Response:  The HR department teaches or coordinates over 95 percent of training for employees, including supervisors, managers and executives.

9.  Does the company encourage Web-based training?

Response:  Training is either job-related or non-job related and is presented either in a classroom setting, web-based or courses in any accredited institution of higher education.    

10.  Does the company have a leadership-training program?

Response:  The company also has mandatory leadership and management training programs for supervisors, managers and executives.    

11.  How does the company deal with workforce retention?

Response:  Southern Company’s reputation for trusting and treating its employees with respect contributes significantly to retaining a quality work force.  Job security and associated company benefits for employees also assist with workforce retention.  More importantly, employees who have aspirations of achieving greater responsibility or a desire to contribute more to the company has the opportunity to transition into supervisory or management positions.  Likewise, employees who are content with their current job positions and are making valuable contributions to the company are retained without fear of termination.

12.  Who are likely to be the company's middle managers 5 to 10 years from now {internal / external}?

Response:  Southern Company invests in its employees through a variety of training and skill developmental programs.  These programs assist in grooming today’s employees to be future   leaders.  The likely contenders to be middle level managers 5 to 10 years from now are employees who were recruited directly from college campuses and have demonstrated the requisite skill sets to being value to the company, and the ability to excel in multiple functional areas within the organization.    


13.  How are decisions made and processed?

Response:  The decision making process at Southern Company involves senior and executive level management.  The company has a board of directors, management council and supply chain management has an executive steering committee that are involved in the decision making process. 

14.  How is information shared to lower tiered people?

Response:  Southern Company has a very effective method of communicating information throughout the organization.  Once decisions are made, information is passed throughout the organizational chain -- vice presidents, directors, managers and supervisors.  Information is also published in the official company papers, posted on boards throughout the workplace, placed inside elevators, and occasionally passed directly by the President over the public address system. 

15.  Is information filtered by the time it reaches individuals at the lower levels?  

Response:  Based on my experience and observations, and participation in staff, and supervisor meetings and leadership conferences, information is passed to lower levels in its original content and without significant changes.

16.  How can energy be used to reduce the logistics "footprint" for the military? 

Response:  During my fellowship at Southern Company, I attended the Advanced Program in Logistics and Technology {LOGTECH} at The University of North Carolina at Chapel Hill.  The objective of this course is to leverage global best practices and explore leading-edge logistics technologies to prepare DoD logisticians for advances that will drive logistics and supporting technologies in the future.  One of the LOGTECH courses presented was “Intelligent Technologies for Logistics Transformation.”  This course focused on using Sensor Technologies to capture real-time status from the theater of operations.  Once information is captured, it must be communicated and interpreted and filtered.  The end state would involve intelligent sensors placing orders for supplies “pulled” as opposed to anticipated deficiencies being delivered “pushed” to end user.  Although this concept is centered on technological advancements, the processes would change organizational principles for network-centric warfare and, create a close relationship between technology and the energy it uses as a power base.    

17.  How does commercial industry use information better than DoD?

- Testing of concepts


- Implementing innovations


- Packaging and transportation

Response:   To maintain a competitive edge and a viable organization, commercial businesses must constant seek for methods to test concepts and innovate.  Again, this is a necessary element of business to remain viable and competitive – not to mention satisfying shareholders.  Commercial industry uses information better than DoD in terms of testing of concepts by carefully analyzing the content of the information.  More importantly, before testing any concepts, the anticipated end results must add to the company’s bottom line – profits.  Secondly, commercial industry is not bound by political influence to the extent that DoD is and, therefore, retains the flexibility to terminate funding when it deems such concepts are no longer serves the best interests of the company.  Also, commercial industry innovates at a more rapid pace than DoD, oftentimes using commercial-off-the-shelf products and modifying processes as opposed to custom made products that are unsupportable.  

18.  How is the company organized - vertical or horizontal?

Response:  Southern Company has a traditional vertical organization; however, some departments are organized differently – horizontal, vertical or a combination of horizontal and vertical.  Based on my experience and observations, this matrix organizational concept of reporting is effective.  

19.  Does the company use hybrid engines/fuel cells?

Response:  No. 

20.  What, if any, inhibitors do the company face by doing business with the U.S. Government?

Response:  Southern Company has already established a business relationship with the federal government.  The company currently provides electric power to military installations in each of the four states {Alabama, Georgia, Florida and Mississippi} it operates.  The company does not view any “inhibitors” in its business relationship with the federal government as a customer.

21.  What would it take for the company to become a defense supplier?

Response:  Southern Company has already established a business relationship with the federal government.    

22.  Is "excessive paperwork" viewed as an obstacle in doing business with the federal government?

Response:  No. 
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