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1.  Purpose.  This document explains how transportation costs are estimated for input into the LX redistribution optimization model.  It includes an explanation of the modes available for each origin – destination pair.  

2.  LX SECREP Redistribution Optimization Model.  The LX SECREP Redistribution Optimization Model uses estimated transportation costs to determine whether a SECREP should be redistributed between excess and deficient RIP locations or if it should be purchased from a wholesale source of supply
.  The model uses the estimated transportation costs between locations and the SECREP unit price to make these recommendations.  The objective is to find the minimum cost plan that subsequently realizes the most cost avoidance through cancelled wholesale backorders.  To interpret the model output, the decision maker/analyst must understand how the transportation costs were computed between RIP locations.   

3.  Estimating Transportation Costs.  Transportation costs between RIP locations depend on the mode selected for each item shipped.  The rates associated with each mode is an estimate, useful for planning purposes, but may not be the actual transportation cost realized when the item is shipped.  Rate estimates are taken from Military Traffic Management Command (MTMC) and carrier website estimates.  Methods for estimating costs for each mode are discussed below.  
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4.  Mode selection.  Factors used to select transportation mode are weight limitations, the time to ship between locations, and cost.  International surface (over ocean) rates are not considered for OCONUS locations because the amount of time to transport excess secreps between the two locations prevents it  from being beneficial.  Figure 1 summarizes the modes used to estimate transportation costs for each origin-destination pair and weight.

Figure 1.  Mode selection based on shipping locations and weights

a.  World Wide Express (WWX).  WWX carriers are used for shipping items weighing up to 150 pounds between CONUS and Okinawa units.  Weight is the only factor in determining WWX rates.  
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b.  United States Postal Service (USPS).  USPS is used for shipments between CONUS and Hawaii units that do not exceed 70 lbs.  Weight is the only factor in determining USPS rates.


c.  Air Mobility Command (AMC).  AMC is used for OCONUS shipments that are outside the weight limits for alternate carriers (USPS and WWX).  AMC rates are based on weight and origin-destination pairs.  


d.  Federal Express (FEDEX).  FEDEX is used for intra-CONUS shipments.  Rate estimates are based on origin-destination pairs and weights.


e.  Less Than Truckload (LTL).  LTL is used for intra-CONUS shipments under 10,000 lbs.  Rate estimates consider distance and weight and are based on Roadway Express rates estimated by MTMC.


f.  Truck Load (TL).  TL rates are used for CONUS shipments over 10,000 lbs.  These rates are based on origin-destination pairs and cargo weight.  MTMC averages of the top five origin-destination rates are used for these estimates.

5.  Actual Transportation Costs.  The estimated rates associated with each mode, although useful for planning purposes, will not be the actual transportation costs realized when the item is shipped.  Actual transportation costs should be captured to improve these estimates for future planning.

6.  Contact LX at DSN: 225 – 8800 if you have any questions.






N. L. REITTER 







� Excesses are determined by the number of SECREPs on hand over the computed requisitioning objective (RO) for each national item identification number (NIIN).  Deficiencies are determined by the difference between the RO and the inventory position.    








