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batiqn generated by one service system is compatible and meshes with the other
services.

The supply management operations and the associated computer equipment
within each service does vary. In this respect, the computer programs are dif-
ferent and direct communication, computer to computer talking, is not feasible.
There is no routine search across the various service supply systems within
Vietnam for assets against all gervice requirements generated within Vietnam.
However, the unified command structure in Vietnam does result in exception
management in the distribution between services of critical assets in short
supply. Moreover, the common supply technique adopted for many items, wherein
one service supplies the requirements for all services, is essentially a single
supply system within Vietnam.

Mr. Luman. General, in your statement you point out on the last
page that you have a realistic phased approach to logistics system
ﬁevelopment. T was wondering if you might mention a few phase lines

ere.

Right above that paragraph is a statement that you are currently
staffing an ADP management plan. I just. wondered if you have any
sef?se of the timing on when that management plan would come into
effect.

You mentioned on page 7 the SRI study. Are you saying here you
are committed to taking action on the basis of this study ? In the past
the Army, for probably wood reasons, has studied something and gotten
a recommendation and then decided not to follow the recommendation
of the study. I just wonder if you could discuss the phase lines: when
you think the study is going to result in some change in the reporting
system and when your ADP management plan is going to come out.

General Miurer. 1 think we are a little premature In saying when
we are going to change the system, because we do not have the results
of the study or know exactly what is involved in detail at this point
in time to change the system.

We will have the completed study in our hands in September and I
would say it is going to take us a Wi,lﬂe to analyze that, and determine
what has to be done in order to change the system. T would not ex-
pect anything to be changed much before January of 1969, and even
that is rushing things a little bit.

As far as our ADP management plan is concerned, that should be
available around during August.

Mr. Lumax. On the study, you say you will have an analysis, but
is it the current expectation that this is going to result in substantial
changes in the reporting system ¢

You feature it that way in your statement in one sense, you see.

General Miuier. We have what we call a project advisory group
which provides coordinated direction to each one of these studies.
happen to be the chairman of the advisory group for this study.

While it will result in some changes, these will be long-range in na-
ture, however, we are expecting some near term improvements which
chould be implemented almost immediately. In fact, some of these have
been introduced into our division tests going on at Fort Hood and we
are instituting these now.

But I would say generally, that we have a course of action developed
as a result of the study recommendations about the 1st of January,
after we have studied all of the ramifications. We anticipate the man-
agement information system they are developing will be put into ef-
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fect in the 1970 to 1975 period which was the time frame stipulated in
the study charter.
EFFECT OF G—5A CAPABILITY

_ Mr. Rosack. Who is conducting the studies of the C_5A potential ?
Is that your responsibility ?

General MirLer. We have a part of it. We have LOG-ALOG study,
that is the Air LOC. We are working rather closely with the A ir Force
in this regard to take advantage of this tremendons capability that we
have. This is going to cause some revamping of our thinking, the going
from a 10-ton capacity to a. 100-ton capacity in one load.

We have studies that are quite well down the track in this area. Qur
major problems are gearing our units and activities at either end of
the line to take advantage of this capability, and we are working on
those now.

Mr. Rosack. Do you conceive that this would eliminate some of the
overseas depots? That is, if you had a well-developed C-5A capability
and resource ? .

General MitLer. T would say this, and again T go back to what I
said earlier: that really we primarily are talking about repair parts
and major assemblies, because T cannot visualize the bulk of our sup-
plies going by air. Let’s take, for example, today. At the time I left

Vietnam not ‘quite a year ago, we were feeding 11 million rations a
month. We were receiving 85,000 short tons per month of ammunition.
We were expending 2 million barrels of oi] per month, and I mean bar-
rels, not gallons. That is g tremendous tonnage. I do not know what
we would require in the way of C-5A capability to lift that kind of
tonnage. So I do not see at Jeast in the near future, that we are going
to go anywhere near an all Ajr LOC. I cannot even see it out in the
1985 time frame. Maybe it’s simply beyond my perspective.,

What I do see is'a very rapid response and a cut. down of inter-
mediate stockages on this very difficult to manage repair parts area,

I will give you another for instance.

I watched the 8th Aerial Port at Tan Son Nhut, for a year and a half
and this is one of the problems that we have to think about and face,
They had berthing spaces for the equivalent of five 0—141’ and stor-
age space to allow 4 million pounds to be put in there at any one time.
This is about 2,000 short tons.

That was a normal 3-day backlog of the In-country air capability
to move it out of that port. And that 2,000 tons represents only 20

mendous lift capability in a theater of operations,

It does no good to compress your time of delivery, if after you get
it there you cannot, distribute it,
_ By the same token, we have problems on the other end. Where is this

A going to go to pick up that hundred tons of specific supplies that

are needed by specific units in the theater on the other end ? T cannot
see a C-5A hopping around to 26 different locations in the United
States picking up a little bit of cargo before it starts off, or we will
have lost the effectiveness of this rapid movement capability.

Mr. Ropack. Maybe you need a LOGAIR type of operation in the
United States.
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General Miuter. As I say, these are the things we are studying and
we have not gotten far enough along the track to determine just how
we are going to take maximum advantage of this capability which is
a tremendous one. ‘

, gs§ AND CS8S SYSTEMS

Mr. Danrin. General, can one of your people describe what are the
major differences between the Pacific 35 programs and the CS; pro-
grams, or just where the emphasis has been that has made the separate

- efforts?

General MrLer. I have the (S, expert here.
M. Damran. 1 see the good Colonel Humphrey who briefed us in a
pouring rain last Thursday.

General MiLLER. Yes, Ciolonel Humphrey here. T would like to ask
him to address that.

Colonel Humparey. 1 thought we were going to have a real mobile
show there that afternoon. I thought we were going to be out in the
Potomac.

Mr. Daurin. The Army is always trying to get more of ‘a navy.

Colonel Humprrey. The current USARPAC 33 system is oriented
toward the USARPAC subcommands. The initial installations went
into Hawaii, Okinawa, Japan, Korea. It since has been extended into
the depots located in South Vietnam.

CS, will address this area as another phase. It will get into this
as the Army moves into the development of a standardized theater,
Army-supported command system for the theater inventory control
centers and the theater depots. This action is just commencing, an
T think it will be in the neighborhood of 30 to 36 months before you
see the results of this development action.

The purpose of the (S, action is to standardize worldwide at the
theater level between Europe and the Pacific and between any other
new theaters which might be established, whereas the current
USARPAC effort is oriented toward standardization within the
Pacific theater.

Mr. Dannin. Was the limitation on the 3S program simply because
it was using a 7010 computer, or what was the problem ¢

Colonel Humenrey. No.

Mr. Danrix. Why? Was not the 3S program flexible enough to do
anything else with?

(Colonel HUMPHREY. Remember that 35, in itself, is a rather large
undertaking. It took almost 9 years to develop that application.

Mr. Dantin. We were told it would take 5 years. Apparently it
takes b years to get any one of these programs put in. But let’s talk
about the flexibility. ;

Ts anyone sure that the OS; has enough flexibility to do what you
want to do by the time the next 5 years go by ¢

Colonel Humprrey. We think it does, sir.

Mr. Damrin. What have you done to try to assure that ? ;

Colonel HUMPHREY. Well, CS; has been tailored to support what
is current U.S. Army doctrine. This is called TASTA 70. This has
been a very large study and doctrinal effort by the U.S. Army Com-
bat Developments Command.
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Mr. Danuin. Well, we suppose that by 1970 you will have TASTA
75. The problem is that in 4 more years, you are ready to have CS; go
in armywide, but by that time industry has come up with a brandnew
set of computers that have all sorts of miniature memory and tiny
computer capabilities. As you go along your track of miniaturization,
whoever is the expert pushing that, what do you do then, start over
again to develop a whole new set of programs for the new computers?

Colonel HumpHREY. N 0, sir.,

Mr. Danrin. How are they going to work?

Colonel HumrurEY. The way we stay abreast of this is that we are
updating the TASTA 70 doctrine on g biennial basis, every 2 years.

Mr. DaaviN. Who is going to be doing that ?

Colonel Humpurey. The Combat Developments Command does
this. One of the evolutionary changes which seems to be on the horizon
Is the elimination of the field army echelon of support that is shown
on that long chart that you had in front of you. It appears with
the advent of improved ADPE, communications, and transportation
that we can cut out echelons, and the field army echelon appears to
be the first candidate to be eliminated. '

Then, as we progress further, the three remaining echelons will
have to be examined to see what changes can be made there in the
division, in the corps, and in the theater support echelons,

“We do have enough flexibility in our systems design so that we can
adapt to this sort of change.

Mr. Danpin. It is not the Secretary of Defense who is trying to
eliminate echelon. Your program is trying to cut out echelons ‘so they
can write the programs in each unit, is that 1t ? '

Colonel HumpHzEY., Sir, we do not want to have any more echelons
than are absolutely necessary. .

Mr. DanLin. Why ¢

Colonel Humprrey. Because the echelons are expensive. Stockage
is maintained there, and to some degree they slow up responsiveness,

Mr. DanuiN, And is uniformity easy to achieve between those
echelons, or is that part of the problem in maintaining uniformity
and compatibility ¢ ‘

Colonel Humprrry. Uniformity and standardization is a very diffi-
cult thing to achieve, and it is only because the field commands and
the Army Headquarters have come to the realization that this is
absolutely essential, and that we are working as a team to get it done
that we are making any progress in this area at all. It is a very large
and complex undertaking. But we are going to get it done. We are
going to have standardization in the Army’s logistics systems.

PURCHASE OF ADP EQUIPMENT

. Mr. Dasin, We understand that only one of the six S, computer
Installations was purchased, and this is the one for the Quick Reaction
(ﬁlentedr.? Can you speak to that point of why this is the only one pur-
chased ¢

Colonel Humprrey. Yes, sir. It was the last acquired, and at that
point it appeared that we were progressing far enough on the CS,
program where wo should move from lease of the hardware into
purchase of the hardware,
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Since that time though, the money situation has gotten tighter,
and as I indicated to you all the other day, in fiscal year 1970 we will
have to make a determination as to whether to buy the ADPE for
the next 10 division systems, or whether to lease that ADPE, and

1 am sure that the decision will be dictated by the relative availability

of moneys in the O. & M.A. appropriation and in the PEM
appropriation. .

Mr. Danuin. Is 1t dictated only by the money, or are you going to
have another competition at that point ¢ i

General Klingenhagen, perhaps you could address that. Is this
a problem where your various systems are locked in now to specific
equipment ? L

You seem to be standardizing 1 general on IBM 360-40’s and
360_50’s. Are there any of these programs that are developing going
to be thrown open for further competition to see what industry can
work out in the way of economies or improvements, Or are you pretty
well locked in here on some of these ? .

General Mirier. I would like to defer an answer and furnish an
answer on that because this is controlled above our level.

Mr. DanniN. You say controlled. Does that mean you do not plan
these things?

General Mirer. No. OQur planning includes guidance for the devel-
opment of systems specifications which form the basis for competitive
selection of ADPE:

(Additional information furnished for the record follows:)

Army responsibilities, policies, and procedures for the selection and acqui-
sition of ADPE are prescribed in Army Regulations 18-1 and 18-2. These pro-
cedures provide for: : '

Preparation of systems specifications consisting of all data to be maintained, .
output, input, and deseription of processing. These specifications are submitted
to the Assistant Vice Chief of ‘Staff, Headquarters, Department of Army, for
staffing and approval. The approved gpecifications are sent to the Comptroller
of the Army for solicitation of vendors’ proposals.

Evaluation of competitive proposals submitted by vendors. In evaluating
the proposals, the primary objective is to insure selection of computers and
software that meet all the requirements of the systems specifications and that
are most advantageous to the Government.

Sole source procurement only when the facts are clear and unmistakable
that such action is warranted and would be in the best interests of the Govern-
ment. This authority is normally retained by OSD but is delegated to the As-
sistant Secretary of the Army (Financial Management), the Army senior ADP
policy official, under certain specified conditions.

These procedures will be followed for the standard TASCOM gystem under
development at USACDC. It is planned that future upgrade of ADP systems
will follow these competitive gelection procedures.

Mr. Damrin. The only selection you have listed as pending here is
the one for SPEEDEX. For the rest you have either a listing for
some kind of equipment or something for the future.

What I was trying to address was not the question of what the most
current selection problem 1s, but is there any qualitative or quantita-
tive planning that you take steps at some particular time to update
the whole program or system that you are putting in. Could you throw
it open to industry and see what kinds of new results you might get,
rather than simply going down the road with whatever you are start-
ing with right now
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General Mirrer. As I mentioned during my statement, we are stand-
ardizing the language that is used in these activities. You know that
initial input to most computers by means of a card, so that the language
which is used on that card is being standardized not only within the
Army but throughout the Department of Defense as well as the De-
fense Supply Agency and General Services Administration.

These are the things we are doing in standardization, and T do not
think it makes any difference who gets the hardware.

Mr. Damuiw. No, I think with the number of vans you have running
around with the CS, equipment, it will make quite a difference how
much lighter that could be in the future

General MiLLer. T certainly agree.

Mr. DabLiy ( continuing). Rather than charging around the land-
scape with all of that hardware,

General MiLrer. T agree and we would certainly be the first who
would want to take advantage of that.

Mr. Danuin. But your answer is the same as the colonel’s. It de-
pends on the money as far as you are concerned.

General MrLrer. That is right.

SUPPLY DOCTRINE

Mr. Lumax. Comparing your system with that of the other military
services, General, apparently you have a somewhat different relation-
ship between the supply man and the commander than the other serv-
vices do. Some of the things that have been pointed out in the GAO
reports appear to rest somewhat on this, For example, units are not
turning in some spare parts that they should. When they draw a new
item they do not turn in the reparable spare part.

Sometimes the supply activity writes a letter and nothing happens.
You get people who send in high priority requisitions for items which
do not justify such priority.

Is it in your purview to examine these kinds of problems and try
to figure out how to give the supply man a little better leverage so he
can insure that his customers follow the regulations without inter-
fering with the command structure ¢

General MiLreg, Yes, I will answer that two ways.

The primary responsibility for that of course is in General Kling-
enhagen’s shop, who is the functional manager of the supply system.
However, our office assists him in this in the development of new sys-

sense means an examination of the methods, procedures and the status
of equipment and facilities of the units in the field, and I have readi-
ness teams that go out regularly to inspect these things, and they
come back and make reports to the functional manager that enablo
him to correct the situation.

Mr. Luman. Who would come up, for example, if you decided that
with the advent of increased data processing there was going to be
more centralization of the supply function and the supply man needed
more leverage. Where would a study be generated to tai)(e a look at the
supply man’s role compared to the other services and to see whether
or not he should report through supply channels?

et
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General Miuizr. These are the primary activities that are charged
as I mentioned here to our logistics doctrines and systems office,
which Mr. Taylor heads up here, and also assisting that is this group
of experts that T have up at New Cumberland in the field agency who
actually conduct many of our studies.

We attempt to conduct as many of these as we can in-house. Oc-
casionally we get swamped beyond our capacity. In trying to catch up
we go out on contract, or we go on contract where we need a particular
_ kind of expertise which we do not have built in-house. But generally,
these are in-house type studies.

General KruinceNmacEN. May Itry to address your question?

The question of leverage for the supply man, I think the primary
leverage is where the supply man can secure sufficient data as to who
is not complying with reggxlations, who is not returning reparables.
This is the greatest thing, because the supply man is normally also an
adviser to the commander. Any time that he has sufficient data to
show that a man is collecting unserviceables in the field, he can goto the
commander that he is supporting, like General Heiser will be Com-
mander of the 1st Logistics Command. As soon as he has visibilities
that somebody is collecting unserviceables, he will go tohis commander,
who will be General Mildren or General Palmer, right now, saying
this man is collecting it. That is all the action it takes.

The commander will move him out right now. The extent to which

this visibility is being secured at the national level over the past year
T would say we have had 50 percent improvement in the return of
reparables from overeas on the basis that we get a monthly report of
unserviceables at the depot level overseas, and this is right in Depart-
ment of the Army Headquarters we have this information available to
us.
‘When we see that these unserviceables are not coming back, we send
a directive in the name of the Chief of Staff of the Army, get those
things back. The NICP’s at the same time are getting those monthly
reports, and analyzing them. They are responsible also for the over-
haul program to make sure we get enough unserviceables back to keep
feeding the overall program. When they see the unserviceables are
coming down, they have reports that tell them overseas Now whether a
man has unserviceables, and he can, he has the authority also to direct
the return of those unserviceables. ,

So I think as our ADP is giving us more information at the NICP
Jevel and at our level, we then can exert authority, and the supply man
has all the authority he needs in the world. It is a question of giving
the visibility to do the directing, to do the controlling.

Mr. Lumax. Do you feel you have enuogh today? Do you have
enough communications capability for logistics purposes

In other words, do you have enough entries into AUTODIN or
would you like more to run an offective centralized supply system ?

Genoral KuiNgeNTAGEN. I think the supply man would like to have
more. We would like to have always more visibility. The question
again is,is it cost effective?

The more information we pour into the NICP’s, can we put it in the
machine so it will bounce out on an exception basis and tell this man
something is wrong here? But we cannot expect to hire enough people
to review all of these reports, and this is basically the problem. At
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what point is it cost effective? You can get beyond the point of
diminishing returns, and I think all the services will agree. In reading
the Air Force’s testimony for example, that going beyond about an 80
percent control, in terms of dollar value, is a point of diminishing
returns. It costs you more to get the information and use the informs.
tion than what the item is worth. And T guess this is really what we
are in the throes of. Where is the point of diminishing returns?

COMMUNICATIONS FOR LOGISTICS

Mr. RoBack. I think the question also concerned the adequacy of
communications for logistics purposes. You are centralizing -and
standardizing, at least that is your objective, and some observations
haye been along this line: that logistics communications takes a low
priority, and these observations have also been along the line that we
really ought to have a dedicated logistics circuit. These are the types
of questions.

When the DCA and General Klocks were here to talk about world-
wide communications on a different problem, we raised the question
with him as to what they are doing in the way of responding to re-
quirements for logistics. We thought that if there was a problem here,
we might intercede with DCA to get you a little more capability,

General Mrrrer. T do not think there is a problem in that area, and
I'say it for this reason: We are being forced to consider the communi-
cations requirements at the time we develop the system and get the
ADPE, and the reason why is pure and simple, dollars. Tt costs
money to buy this equipment. And to take maximum advantage of
its use means that you have to be able to communicate, So today in
every study that we conduct, we have a member of our communica-
tions staff who sits right with us,

I have had occasion to see this in this new System we are putting in
Europe today, for example, or taking advantage of the division tests
we just conducted, the communications people go right along with the
developmental teams. You must have the communications and they
have to go hand in glove with the ADP machinery.

And so I would say by and large yes, we do have adequate com-
munications as far as we have gone.

Now our system becomes more sophisticated, the more we stretch,
and this is out in the future, I do not know what the communicators
would say because we have not really expressed our total requirements
to them yet.

Mr. Luman. There is a statement, for example, in the study on
extension of the AMC overseas about getting more visibility, which
requires more reporting from overseas, to the effect that this would re-
quire an expansion of the AUTODIN. This is somewhat dated. I do not
know whether that expansion has been made yet. But if you decided to
have this greater visibility, and perhaps control, which would require
more reports, is the present communications system sufficient or would
youhave to go in and get more ?

Would that be a block to what you might eventually decide is a
better way to manage?
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General KLINGENHAGEN. I am not competent to answer that ques-
tion, because 1 do not know the overall present capability of our
communications system.

A1l I can say to you is that today we have no problems with our
systems, our logistics systems a8 far as communications are concerned.

Mr. Luman. But you are flying tapes, for example, from the 14th
ICC back to the States instead of sending them over voice circuit.

General Mirer. I will tell you why; it has to do with atmospheric
interference. We could not send requisitions by transceiver the whole
time I was in Vietnam for a year and a half, without losing about 35
to 50 percent of the transmission due to atmospheric interference be-
tween Vietnam and Okinawa. If we tried to go to Hawaii it was even
worse.

Mr. Lomax. Is that not a communications problem, when you have
a situation like this?

General MILLER. Yes; and they are updating our communications

system worldwide to take care of this.
T would think—and again I am not competent really to answer in
{his area—I would think that with more satellite communications, or
systems where we can eliminate this atmospheric interference, the
question then becomes One of how many circuits do you have that are
capable of being used, let’s say for logistics or administrative resasons.
So far we are not short of communications capabilities in our system.

Mr. Darrin. General, there are 2 couple of items that we need to
be supplied with. One is an Army Audit Agency report on the high
priority requisitions being reduced from 80 percent to 30 percent that
was referred to. Can you have your people supply that for the record?

General MirLER. Yes. ‘

General KLINGENHAGEN. Was this for Vietnam reduction, the high
priority for Vietnam ? , :

Mr. Damrin. Thatis right.
~ (The information requested follows ?)

AvupIT REPORT—ARMY’S SUPPLY SYSTEM FOR SUPPORT OF VIETNAM (U) (Crass II
AND IV MATERIEL)

REQUISITION PROCESSING

A. AAA identified problem Area.— (Par. 5, D 110.) The Army supply system
is overburdened with high priority (issue priority groups 1 and 2) requisitions.
For the first 2 months of calendar year 1967, 53 perecnt of all requisitions due
for shipment were high priority requisitions. During the same period, 87 percent
of the requisitions for Vietnam troop support were coded high priority.

B. AAA recommendation.—None.

C. Comand comments.—1st Logistical Command. USARV.

Unit low priority requisitions for ASL items which cannot be satisfied by the
receiving DSU’s and depots are backordered ; high priority and fringe requisitions
which cannot be satisfied by the receiving DSU or depot are passed to the 14th
1CC. High priority requisitions referred to the 14th 1CC which cannot be satis-
fied by referral to other than the receiving depot are passed together with fringe
and bulk replenishment requisitions to 2d Logistics Command.

The percent of high priority requisitions (issue groups 1 and 2) received and
passed through more than 100 separate DSU’s throughout Vietnam are not read-
ily available.

oOf the 1,054,100 requisitions, received by in-country depots during the period
June through August 1967, 26.3 percent (277,400) were high priority. Of this

97-475—68—14
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humber 78.6 percent (218,000) could not be filled by depot and were passed to the
14th 1CC.

Of the 218,000 high priority requisitions received by the 14th 1CC during the
period June through August 1967 48,200 were referred for fill within country
while 169,800 were passed to the 2d Logistics Command. Of the requisitions passed
to the 2d Logistics Command during this period by the 14th ICC (high priority,
fringe, and replenishment) 87 pbercent were high priority.

In consideration of the above and the fact that a large number of different
high priority requisitions are generated by units on a single widely distributed
item—e.g., watches and tropical boots—which are passed to CONUS supply source
when a zero balance exists in-country and 24 Logisties Command, the percentage
of requisitions which are high priority does not appear unreasonable;

02 through 10, an objective evaluation is made of the impact that the lack of the
materiel can have an accomplishing the wunit’s Ihission and required unit com-
mander’s signature authentication on the requisition and unit document register,
This implementing regulation also makes the assignment of issue priority des-
ignators a special subject to be reviewed by inspectors general and other inspec-
tors.

To assist commanders in the execution of the above-described responsibilities,
arrangements are being made for support activities to bring to their attention the
Dercent of high-priority requisitions received by depots during the preceding
month. Support activities will also inform commanders of requisitions which
they identify as having questionable priority designator assignments;,

USARPAC comments
The action taken by 1st Logistieal Comma nd is adequate.
D. 2d Logistical Command, USARYIS.

Command comments
Following are statistics extracted from 24 Log Comd files for the period 1
July 1967 to 16 September 1967,
(a) Statistics:
(1) Total requisitions received from RVN for supply action: 439,102
(2) RVN requisitions IPG T 1 97,342 (229,)
(3) RVN requisitions IPG IT - 88,031 (209,)
(4) RVN requisitions passed to CONUS IPG T : 41,090 (9¢9,)
(5) RVN requisitions passed to CONUS IPG II: 61,737 (14%)
(6) R}’)N requisitions rejected or canceled IPG I: 6,496 (7% of IPG

(7) RVN requisitions rejected or canceled IPG II; 10,100 (119, of
IPG IT)

mand. Although no precise statistics 'are recorded on reasons for rejections, ex-
perience shows that most rejections are due to absence of data or garbled data

USARPAC comments
The action taken by 2d Logistical Command ig adequate.

DA comments

bercent in calendar year 1966 to 53 bercent in January to February 1967, to 37.9
percent in July to September 1967 ). DA is also developing an AR on supply dis-
cipline which directs continuous audit and annual review of this area, This sub-
Ject will continue as a Special area of interest and followup.
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15t Logistical Command—Progress report, December 31, 1967
(a) 858,238 requisitions were received during the period September to Novem-
per (previous report showed 1,054,100 requisitions received).

(b) 271,635 of all requisitions received during September to November were
high priority (previous report reflected 277,400 of all requisitions were high
priority). :

(e) 112,122 could not be filled by receiving depot and were passed to 14th ICC
(previous report showed 218,000 could not be filled by receiving depot and were
passed to 14th ICC).

(@) 12,618 were referred for fill in-country (previous report showed 48,200
were referred for fill in-country).

(e) 99,604 were passed to 2d Logistical Command (previous report reflected
169,800 were passed to 2d Logistical Command).

(f) Of all requisitions passed to 2d Logistical Command by 14th ICC (high
priority, fringe, replenishment) 35.9 percent were high priority (previous Te-
port reflected 37.9 percent).

USARPAC comments—Progress report, December 31, 1967

Statistical data which reflects the requisitioning volume of USARV organi-
zations upon their depots and those high- sriority requisitions passed out of
Vietnam is furnished below :

High priority High priority

Total High. priority requirements requirements Percent high

Period requirements requirements  as percent passed out of priority require-

received received of total Republic of ments passed
Vietnam

June through August. ... ----o----=-= 1,054,100 277, 400 26 169, 800 61

September through November_..--.---- 858, 200 271,600 31 99, 500 37

Although the volume of high-priority requisitions increased with respect
to total requisition volume, action by USARV reflects favorable progress in
achieving fill from USARYV assets.

DA Comments—Progress report, December 31, 1967

DA is not satisfied with the volume of high-priority requisitions still being
received by in-country depots and has requested USARPAC to take additional
action to make reductions expeditiously and permanently. Specifically USARPAC
has been requested to assure that support activities bring to the attention of
commanders requisitioning units/activities the number and percent of high
priority requisitions (IPG I and 1I) received by depots during the preceding
week. The commanders of these requisitioning units/activities will be required
to report within 5 workdays as to the various causes for these high-priority requi-
sitions whenever the percentage of IPG’s I and 11 exceed 25 percent of- the
total.

On a monthly basis, USARY (1st Logistical Command) will review the above
reports to identify problem areas and assist the support commands (Depots/
DSU’s/Units) to minimize/eliminate the causes resulting in over-use of high-
priority requisitions. This will also be jncluded as a major item of interest for
all future IG inwpections and AAA audit trends worldwide.

The above concept is being formalized into appropriate AR’s (AR T 11-16 and
AR 735-35) asa formal, uniform policy armywide.

USARPAC—Progress report as of M arch 81, 1968
1st Logistical Command, USARV Command Comments

(a) 743,190 requisitions were received during December to February. (Previ-
ous report showed 858,238 requisitions received.)

(b) 221,404 of all requisitions received during December to February were
high priority. (Previous report reflected 271,635) .

(c) 97,647 could not be filled by receiving depot and were passed to 14th 1CC.
(Previous report showed 112,122.)

(d) 26,370 were referred for fill in-country. (Previous report showed 12,618.)
gq(e) 71,277 were passed to 2d Logistical Command. (Previous report reflected

9,505.)
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(f) Of an requisitions passed to 2d Logistical Command by 14th 1CC (high
priority, fringe, replenishment) 29.9 bercent were high priority (previous report
reflected 35.9 percent).

USARPAC comments

Review of 1st Logistical Command comments for period December to February
indicates a 2-percent improvement since the last review in the number of high-
priority requisitions initiated by customers within Vietnam ; and also a S-percent
reduction in high-phox’ity requisitions passed to 2d Logistical Command. Thig
continued improvement on the part of Vietnam reflects favorably on that com-
mand’s efforts to reduce the number of high-priority requisitions at each echelon,
Even this small improvement ig considered commendable under conditions exist-
ing in Vietnam at this time, However, further action will be taken by this head-
quarters as directed in baragraph 2 of DA letter 16017, LOG/SP—PPB, dated
March 15, 1968, subject : USAAA Audit Report, Army’s Supply System for Sup-
Port of Vietnam (Classes II and IV Materiel ) —Statug Report (RCS CSCPR-6).
DA comments—Progress report as of March 31, 1968

The continued improvement on the part of Vv ietnam reflects favorably on that
command’s efforts to reduce the number of high-priori‘ty requisitions at each
echelon. At the time of the audit, 87 percent of ‘the requisitions for Vietnam troop
support were coded high priority. During the period December to February, 29.9
bercent of the requisitions received were coded high priority ; thig represents a

and the corrective actions taken should control the overuse of high-priority
requisitions, and breclude recurrence of the deficiencies found by the AAA.

Mr. Damraw. Also, do you have, first, the criteria, for the selection
of the 1,700 items for the AMC ownership test, and, if there is g small
printout of what collective group of items are in that, we would like
to have that, : ,

General KriNeeNmAGEN. Right.

(The requested information Tollows:)

) SELECTION‘ CRITERIA FOR OASIS ItEMS
Items were selected for inclusion in the test of USAMC ownership and account-
ability based on the following criteria :
(@). Super high dollar value USAMC ‘managed secondary items having a
Projected annual demand ‘of at least '$100,000. )

(b) Authorized for stockage by AMC Commodity ‘Command based on recurring
demands or essentiality,

(c¢) Item criticality due to such problems ag supply status, high unit cost,
or procurement difficulties,

(@) Inclusion of both preferred ang all authorized Substitute items,

PURA PROGRAM

Mr. DanriN. General Heiser noted that he was the project
coordinator for PURA. and the committee has had a request for some
time to get the first report of the PURA project to see what actually
was going on.

I do not believe the record yet shows what you have actually found
from the first PURA round of activity. Do you have that now or has
that still not been supplied from the field ?

General KrineeNmAGEN, We have a report from the field, and we
have submitted a monthly report to the Secretary of Defense, T think
that probably we should have this cleared with the Secretary of

efense,

Mr. Dantan. Can you give any highlights at this time of just what
the situation is?

General KruiNcENHAGEN. Yes.

s
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We have reported and have among the records of PURA about $87
million worth of items. This is for the period of April and May.

In April there was $37.8 million, and we redistributed to other
services $1.4 million for the month, and then in the month of May
we have identified and picked up onthe records an additional $50.6 mil-
lion worth of items.

Mr. Damrin. Are the bulk of these transactions all completed in the
field in Vietnam or are they going on at Okinawa or is the matching
done back here? How is that working?

General KuincenmaceN. Thisthat 1 have just reported is done com-
pletely at Okinawa.

Mr. Damrin. All at Okinawa ?

General KLINGENHAGEN. Where it is being accomplished inter-
service between the Air Force, Navy, and Marine Corps.

Mr. Danrix. That would seem to indicate that is the first echelon
where they talk together, is 1t?

General KLINGENHAGEN. This is the first echelon as far as the official
redistribution between services. Now the Army is talking to the Air
Force and Navy within Vietnam.

Mr. DapniN. I mean as far as redistribution.

General KLINGENHAGEN. Yes.

Mr. Damrin. This function?
~ General KLINGENHAGEN. On redistribution. However, the extent to
which there have been redistributions in Vietnam T do not believe we
have that information yet, do wel

Colonel DasgrvicH. No, sir; we do not.

RELATIONSHIP WITH DSA

Mr. Dasmax. There is one point ab which the testimony concerned
the field concept studies that are going on. Someone was charged with
the task of studying the evaluation of mission assignments to DSA.

Is the Army concerned with the weneral question of whether more
assignments should be made to DSA or whether things should be with-
drawn? What is the purpose of studying the evolution of these
assignments?

Mr. Zewerrie. The only thing we have been concerned with—

General KrineenmaceN. This is Mr. Zengerle, in the Office of the
Assistant Secretary of the Army for Installations and Logistics.

Mr. ZENGERLE. We have been concerned with item coding as @
process.

Mr. Danrin. Are you still having trouble with that?

Mr. Zeneeriu. Well, of course the question of evolution here of the
coding gets you into a situation where you are not exactly sure whether
you have done it correctly the first time. You take the Hawk system, for
example. We have now coded the DSA, 7,500 items that will deadline
the Hawk system.

Mr. Damran. Do you think that isa mistake?

Mr, ZeNGerrE. Well, this is what we are reviewing, whether it is or
it is not, because we now have the Hawk under a stovepipe system. And
T think we are going through a reassessment at the moment in terms of
the initial

Mr. Damuin. Are these nuts and bolts or electronic tubes and. this
kind of thing?
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Mr. ZeNaerre. The question is whether they are assemblies or
whether they are integral parts of the Hawk system or whether they
are nuts and bolts. We will have to determine that.

The assumption that they might deadline the equipments would
indicate that they are rather integral to the system itself, in the recog-
nition that item management coding being accomplished by many
thousands of People, item managers across our ICP’s CONUS-wide,
and whether there has been uniform application of the item coding
procedures has to be reassessed in terms of individual equipments, and
perhaps the readiness information that we have pertaining to those
equipments on a worldwide basis at the moment.

This is where the reassessment would be effected.

FUNDING FOR WAR RESERVES

Mr. Damnin. Last Tuesday General Heiser was talking about
AMC’s responsibility for determination of war reserve requirements
in the overseas theafers, Does the Army perform this function in the
Same way as the other services? Second, is there any real problem as

tween any confusion about what constitutes the war reserves, how
much it is going to be, or etting levels down to a changing war?

Is it fitting into part o the excess problem, or is there any special
significance to his discussion of that iproblem ?

We heard that you are handing some of the war reserve stockage
over to GSA. where they handle those items. I gather the responsi-
bility for stockage in this type has to go along with the item when
the item is transferred betwoen different managers for different inten-
sities of management, Is that the case?

General KriNeenHAGEN, AMC does compute war reserve require-
ments for both the items it mmanages as well as the DSA and GSA
items. They then pass these requirements on to DSA and GSA for
the particular items that they manage and they (AMC) have at each
DSA and GSA and in ICP lirison people to work with them in the war
reserve requirements,

As far as comparing it with the way the other services are comput-
ing their war reserves, I am really not familiar with how the other
services are computing their war reserves, I believe General Heiser was
trying to present the fact that AMC does have considerable to say
about worldwide management of items on a worldwide basis, including
and computing the war reserves, and when they compute the war
reserve, they do submit to the theater commander what these require-
ments look like, and the theater commander does have an opportunity
to comment on the adequacy of the requirements as computed.

Now, AMC also of course funds for itself Army items as well as
DSA and GSA, funds for the items that are kept in the war reserves,
so this is why AMC is kept in the war reserve requirements business.

TRI-SERVICE ADP LOGISTICS COOPERATION

Mr. Damviv. T think this might best be directed to General Miller
with respect to your structure for logistics system development, and
this is the problem of direction and control and coordination.

Do you see any need for further efforts at creating an office or would
Yyou support the efforts of the Department of Defense to develop a




209

separate office to provide more planning and coordination in this area
between the three services? Do you think that is a future need that the
services are still building towards, until you get this compatibility
problem whipped a little more ? .

General Miier. I think that our present system of checks and
balances on the development of the systems and insurance of their
compatibility 1s sufficient at the moment.

Fach service has its own peculiar requirements for certain things,
and they do differ in many respects, although you could draw some sort
of a comparison between let’s say echelons and in general organiza-
tions. I cite an example. : :

You might say a guided missile cruiser might be comparable to an
Army division, %701' example, insofar as its self-sufficiency is concerned.

Mr, Damuix. I hope they do not have to drag that (S, equipment
along.

ngeral Mizzer. Well, as a matter of fact, that computer equip-
ment is installed onboard the ship according to the Navy testimony,
and it is rather easy to carry. , :

Mr. Darin. Perhaps they are saved by the integrated management
of air conditioning.

General Mizrer. But by and large T feel that the systems we now
have developing within the service have sufficient checks and balances,
and directed common language that will insure their compatibility.

T would think there would be no need for a centralized direction,
and they would have & horrible time trying to direct all the different
systems used by the services to fit their own peculiar needs. ,

We have a hard enough time in the Army, my office does, in being
«ure and controlling the system of the Army in the field, which is
different from the C ntinental U.S. Army Command post, camp and.
station system, and the AMC wholesale system. And yet we have to
stay on top of all those to insure that they are compatible. :

SUPPLY PERSONNEL

Mr. Rosack. What are you doing in the manpower field? There
was some discussion by General Heiser on that. Is this a serious prob-
lem or is this a routine problem ? : : V
General Mmrzr. Well, it is a serious problem in this regard to us.
We want to insure in the logistics area that we have career patterns
and career ladders for the people who, want to enter these fields, and
this is both in the military and in our civil service employee programs.
We must insure that the young man that we want to get into the sys-
tems area has a clear, visible ladder up which he can go in his career.

.

This means then that we also have to study required levels of train-
ing that will enable him to advance in his job, so that at the top, hope-
fully at the peak, we will have a logistician, an individual broad

“enough in scope and in training to participate in management of the
whole system.

Mr. Ropack. Does this involve incentives? ,

General Mizrer. To a degree incentives, but I think it is even more
than that. I am sure you have had experience with your youngsters,
as I have with mine, Tooking forward to what they want to do. They

want to see something that if they go into this certain area, as a young
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man or a young woman, will answer the question : “Where am T going
to go if I adopt this as a career?”

We have the same problem here.

Mr. RoBack. And there is also partly the problem with the military
classifications too, is there not, that is to say the incentive for officers
in the supply area ? '

General MivLeg. Well, I do not think it is so much incentives for
the officers. T would say 1t is more in the enlisted area, They get into
the proficiency pay, and certain training and schooling that they have.

An officer 1s generally looking forward to the time when he can
become the manager at the top. This is his goal. He is not so much
geared to incentives as he is to training, schooling, and the capacity,
when he gets to the peak of his career to manage the whole thing,

r. Rosack. And will this Tequire the development of a new, I
mean rather drastic change in, approach ? '

General MiLrer, No, not drastic change. It is to insure that in our
redevelopment of these Systems, in our realinement of things, that we
do not drop things through the crack, and that we improve wherever

- Wecan.

I am sure you recognize that with the new innovations in civilian
industry, for example, and particularly with our civil service em-
ployees, we are in a terrifically competitive field, and unless our em-
ployees have a visible career pattern, we cannot attract young men
to these jobs. They want to know where they are going.

Mr. Rosack. This isthe subject of this Defense manpower program ?

General Mirrer, This is what Mr. Morris is looking into by assem-
bling this group.

r. RoBAck. Mr., Chairman, it is the noon hour. Tomorrow we will

have the Defense Supply Agency representatives. ,~

We will ask the Army to supply information that we have requested,
either in this or in previous hearings, and if there is any question about
whether some of the items have already been covered, that will be
taken care of by consultation with the staff.

Mr. Moorureap. Thank you very much, General. We appreciate
your testimony. '

The commiitee will stand in recess until tomorrow at 10 o’clock,

hereupon, at 12 noon, the committee recessed, to reconvene at

10 a.m., Tuesday, July 2, 1968.)

£
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MILITARY SUPPLY SYSTEMS

TUESDAY, JULY 2, 1968

HousE OF REPRESENTATIVES,
Mirrrary OPERATIONS SUBCOMMITTEE OF THE
ComMTITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m., in room 2247,
Rayburn Building, Hon. Chet Holifield presiding.

Present : Representative Chet Holifield.

Also present: Herbert Roback, staff administrator; Douglas
Dahlin, counsel, J oseph Luman, defense analyst, and Paul Ridgely,
investigator.

Mr. Hourrrewp, The committee will be in order. We will continue
our hearings this morning on the military supply systems. We have as
our first witness Admiral Haddock of the Defense Supply Agency.

You may proceed with your statement, Admiral.

STATEMENT OF REAR ADM. I. F. HADDOCK, U.S. NAVY, ASSISTANT
DIRECTOR, PLANS, PROGRAMS, AND SYSTEMS, DEFENSE SUPPLY
AGENCY; ACCOMPANIED BY COL. WILLIAM H. MURRAY, US.
ARMY, CHIEF, PROGRAMS AND POLICY DIVISION PLANS, PRO-
GRAMS AND SYSTEMS DIRECTORATE; AND JOHN C. RIMKTUS,
ASSISTANT CHIEF, SYSTEMS DIVISION PLANS, PROGRAMS AND
SYSTEMS DIRECTORATE

Admiral Happock. Thank you, sir.

Mr. Chairman and members of the committee, Tam Ira F. Haddock,
rear admiral, Supply Corps, U.S. Navy, Assistant Director, Plans,
Programs, and Systems, Defense Supply Agency. T have held this
position since September 1967.

Before my prepared statement, I would like to introduce the mem-
bers of the headquarters staff who are with me today, Colonel Murray
from the Defense Supply Agency Teadquarters, and Mr. Rimkus
from the same headquarters.

(Biography of ‘A dmiral Haddock follows:)

BIoGRAPHY OF REAR Apm. IrA F. HADDOCK, SC, USN, ASSISTANT DIRECTOR OF
PLANS, PROGRAMS, AND SysTEMS HEADQUARTERS, DEFENSE SUPPLY AGENCY

Ira Fredrick Haddock was born in Blairsville, Pa., on April 23, 1914, son of
Mrs. Iola Turner Haddock and the late L. G. Haddock, Sr. He attended Bast
High School in Akron, Ohio, and from April 1932 until July 1934 had enlisted
service in the U.S. Navy. Entering the U.S. Naval Academy, Annapolis, Md.,
from the Naval Academy Preparatory Class at the Naval Training Center,
Norfolk, Va., in July 1934, he was graduated with the degree of pachelor of
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science and commissioned ensign in the U.S. Navy on June 2, 1938. Transferring
from the line to the Supply Corps of the Navy 2 years later, he subsequently
attained the rank of rear admiral, SC, USN, » to date from July 1, 1964,

After his enlistment in April 1932, he had recruit training at the Naval
Training Center, Great Lakes, Ill., and a year’s service at sea on board the
U.8.8. Nevada, before training at the Naval Training Center, Norfolk. After
graduation from the Naval Academy in 1938, he was assigned to the U.S.S.
Richmond, in which he had duty as signal officer and in a gunnery division from

Islands. He was awarded the Bronze Star Medal for meritorioug Service in
connection with operations against the enemy ag executive officer of the Avia-
tion Supply Depot, Samar, from J anuary to March 1945,

During the period January 1947 until August 1949 he served as planning
officer, assistant supply officer and exXecutive assistant at the Aviation Supply
Office, Philadelphia, after which he had a tour of duty as special assistant to
the Chief of the Bureau of Supplies and Accounts, Navy Department, From
August 1949 to J uly 1951 he was a student at Harvard Business School, from
which he was awarded the degree of master of business administration. He then
joined the U.8.8. Valley Forge, and served as supply officer while that aircraft
carrier participated in operations in Korean waters under the United Nations
Command in 1951-52.

In December 1952 he reported to the Bureau of Supplies and Accounts for
duty as special projects division director, and from September 1954 until June
1956 served as director, Inventory Control Division. In August 1956 he Jjoined
the Staff of Commander Service Force, Pacific, and served until July 1958
as assistant fleet and force supply officer. He next served as supply officer at the
Naval Air Station, Norfolk, and from J uly 1960 until September 1961 wasg execu-
tive officer of the Aviation Supply Office, Philadelphia.

In September 1961 he became commanding officer of the Naval Ships Parts
Control Center, Mechanicsburg, Pa., and on January 3, 1964 reported for duty
as assistant chief of the Bureau of Supplies and Accounts for Supply Manage-
ment, Navy Department, In December 1965 he was designated commander,
Defense Construction Supply Center, Columbus, Ohio, a field activity of the

- Defense Supply Agency, and assumed command on January 12, 1966.

His assignment ag assistant director of Plans, programs and systems was
effective in September, 1967.

In addition to the Bronze Star Medal, Rear Admiral Haddock has the Joint
Service Commendation Medal; American Defense Service Medal; American
Campaign Medat; Asiatic-Pacific Campaign Meda] ; World War 11 Victory Medal ;
the National Defense Service Medal; Korean Service Medal; United Nations
Service Medal ; and the Philippine Liberation Ribbon.

Married to the former Janet F. Vosper of Akron, Ohio, he has three children,
Ira Frederick Haddock, Jr., Kathleen M, Haddock, and Dustin Lee Haddock.
His official residence ig AKkron, Ohio.

Admiral Happocx. During your last hearings on the Defense Sup-
ply Agency, General McNamara, the first director of DSA, and

more comprehensively in the background material provided to your
staff earlier this month.
In May 1962, the time of your last hearings concerning DSA, the
gency was in its formative stages. As you recall, it had been estab-
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lished in October 1961, becoming operational the following January,
some four and a half months prior to your hearings. ‘

At that time DSA’s mission comprised two basic responsibilities.
The first was the management,conrbrol, and distribution, at the whole-
sale level, of assigned material commodities and items of supply to
the entire Department of Defense and other designated Federal agen-
~ cies. And the second was the administration and management of cer-
tain DOD-wide logistics gervices and programs.

The supply management portion of our mission then included in-
ventory management and distribution of the categories of subsistence,
clothing and textiles, petroleum, medical, automotive, construction,
electronics, industrial, and general supplies. To carry out the inven-
tory management and control functions related to this portion o
the Agency’s mission, DBA was assigned the facilities and resources
of the military departm@nt—o‘.pemted single manager agencies. The
stocks owned by these single managers, which also were transferred
to DSA, were stored in 77 different locations throughout the country.

The logistics services and programs portion of our mission then
included responsibilities for land traffic management, the DOD co-
ordinated procurement program, the Federal catalog program, the
defense standardization program, the defense materiel utilization pro-
gram, the defense surplus property disposal program, and for the
analysis, design, and procedural development of DOD-wide supply
and service systems assigned by the Secretary of Defense.

Accomplishment, of this last responsibility has resulted in the mili-
tary standard data systems for such functions as requisitioning and
issue; transportation and materiel movement; supply transaction
accounting and reporting ; supply and transportation evaluation
procedures ; and contract administration service procedures. DSA was
assigned the Military Traffic Management Agency and the Armed
Torces Supply Support Center to assist in carrying out assigned logis-
tics services and programs.

By the end of fiscal year 1963 DSA was managing slightly over 1
million items; its inventory was valued at $2.4 billion; it had Initiated
procurements during the year valued at $2.6 billion; and was employ-
ing 25,970 military and civilian personnel.

The DSA mission is not static, however. It has changed, and_we
would expect it will continue to change whenever it becomes evident
that, from such change, management of supplies and logistics services
will be made more efficient and responsive to the requirements of the
military services.

Since the 1962 hearings of this committee a number of additions
and deletions have been made to the DSA mission. Among the more
significant deletions have been :

Transfer of responsibility for supply management of paints
anf(l handtools to the General Services Administration at the end
of 1963.

Transfer of responsibility for management of items peculiar to
combat vehicles to_the Army’s Tank-Automotive Center in early
1962. Nonpeculiar items which had been managed by DSA’s Auto-
motive Supply Center were transferred to the DSA Defense Con-
struction Supply Center in Columbus, Ohio. Consequently, the
Defense Automotive Supply Center was disestablished.
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Transfer of responsibility for administration of the Defense-
wide standardization program to the ‘Office of Standardization
and Technical Data Policy in the Office of the Assistant Secretary

management, the control of movement of men and materiel into
and out of air and ocean terminals, and the management of com-
mon-user ocean terminals, The result was elimination of DSA’s
responsibility for traffic management in February 1965,
Transfer of Mmanagement responsibilities for nonaircraft tires
and tubes to the Army’s Tank Automotive Center in August 1965,
The more significant additions to our mission or functions have

The assignment in March 1963 of responsibilities for manage-
ment of Defense-owned industrial plant equipment. This as.
signment resulted in the establishment of the Defense Industrial

inventory available for use in lieu of procurement; and arrange
for storage, movement, preservation, and rebuild of idle industrial
plant equipment.

Assignment to DSA in November 1963 of responsibility for the
development and implementation of integrated Systems for man-

ingly, the Defense Documentation Center was established and acti-
vated to receive, store, and make available scientific and technical
information to the Defense research and engineering community,
and to operate a series of computerized data banks of work units
of research and technology being accomplished for Defense,

~ Assignment to DSA in"J une 1964 of responsibility for perfor-
mance of nationwide contract administration services for the
entire Department of Defense and the N ational Aeronautics and
Space Administration. This was the largest single addition to
our responsibility. ;

Although not a change in mission, DSA’s item management responsi-
bility has been increased significantly since 1963 by the transfer of
many thousands of items from military services management to DSA
management. In broad terms, items which are major end items, rep-
arable items, items which are unstable in design, and items which
are critical to service missions have been retained for management by
the services. Ttems which are consumable, covered by fully coordinated
specifications or industrial standards, or commercially available have
been transferred to DSA. Asa result, DSA will have been transferred,
by the end of fiscal year 1968, over 467,000 additional items which
formerly had been managed by the military services,
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Another effort which has been pursued aggressively since our pre-
vious report to you has also changed DSA’s management role to a
significant degree. In keeping with the Jesires of Congress, the Depart-
ment of Defense and the General Services ‘Administration entered into
an agreement in 1964 which embodied the concept that, consistent
with its Defense mission, DOD should use GSA support to the degree
practicable ‘and that DOD should support other Federal agencies
with the commodities in which DOD was the principle Government
user when significant economies to the Government would result.

‘As a result of this agreement, DSA will have transferred to GSA
management, by July 1, of this year, a total of 63,000 items including
the transfer of paints and handtools back in 1963. Under terms of a
more recent agreement between the Administrator of General Services
and the Assistant Secretary of Defense for Installations and Logistics,
GSA will also assume additional functions for those GSA items in
which GSA supports DOD. These functions include maintenance of
mobilization reserve stocks, coordinated procurement, and provision-
ing support to the military services.

The DOD/GSA agreement provides that DSA will support civil

agencies when significant economies would accrue to the Government
and there would be no' degradation of support to the military services.
We made a careful review of the commodity areas of fuel, electronics,
clothing and textiles, medical, and subsistence supplies.

With GSA we found that significant economies would result from
DSA support in fuel and electronics and that such support could
be provided without adverse effect on our support to the military serv-
ices. Accordingly, we will begin moving into support to civil agency
users of these commodities on July 1. We will have assumed complete
civil agency support for packaged fuels in January 1969, for elec-
%)ronics i June 1969, and for bulk liquid fuels and coal items in Novem-

er 1969.

Our review concluded that DSA should not at this time undertake
support of civil agencies in clothing and textiles, except on a case-
by-case basis, because of our already heavy workload in supporting

the military services with this commodity. Periodic reviews of this
area will continue, however, with the view toward full support by
DSA at some future date.

Medical and nonperishable subsistence support across the board
did not offer sufficient economies. This is due principally to the lack
of commonality between the items used by Defense and those used
by the civil agencies. Limited support in a select number and type
of items is being provided on a case-by-case basis, however, through
individual interagency agreements. In addition, a technical review of
medical and subsistence items is underway with the affected agencies
to determine whether there is a substantial basis for increasing com-
monality among the items used by Defense and the civil agencies
through a standardization effort. Expansion of our support in these
areas will depend on the outcome of that review.

In addition to the adjustments which have been made to the DSA
organization as a result of these and other additions and deletions to
our mission and responsibilities, we have continued to seek to refine

and improve our operations. We have made some notable accomplish-
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ments in terms of reducing and consolidating activities with g view
toward improved efficiency of our Support to the military services.
We have for example:

Reduced the number of supply centers, or inventory control
points, by consolidating in July 1965 the management functions
for the commodities of clothing and textiles, subsistence, and
medical supplies and materiel into g single center, the Defense
Personnel Support Center at Philadelphia. The centers we had
for medical materiel in New York and subsistence at Chicago
were then disestablished ;

Consolidated the former Army and Marine Corps clothing

factories

Reduced the number of activities storing DSA-managed ma-
teriel from 77 to 21 5

Reduced from 34 to 10 the number of consolidated surplus sales
offices; and

Reduced from 10 to § the number of subsistence regional
headquarters,

As a result of organizational adjustments such as these, the prin-
cipal elements of the DSA. organization today are :

The headquarters at Cameron Station in Alexandria ;

Six supply centers: the Personnel Support Center in Philadel-
phia; the Cz,)nstruction Supply Center in Columbus, Ohio; the
Electronics Supply Center in' Dayton, Ohio; the Fuel Supply
Center in Alexandria; the Industrial Supply Center in Phila-
delphia; and the General Supply Center in Richmond ;

Four principal depots located at Mechanicsburg, Pa. ; Memphis,
Tenn.; Ogden, Utah; and Tracy, Calif. We also have in our distri-
bution system three other principal depots stocking a full range of
DSA materiel, two colocated with Navy supply centers and one
with the Army depot in Atlanta, Ga.; four specialized support
depots, two stocking only selected commodities and two operated
by the Navy in support of N avy’s fleet and overseas units; and

of specific commodities such as metal bars and shapes by naval
shipyards and clothing by recruit training centers;

Four service centers: the Administrative Support Center at
Alexandria; the Logistics Services Center at Battle Creek, Mich. ;
the Documentation Center at Alexandria; and the Industrial
Plant Equipment Center at Memphis, Tenn. ; and

Eleven contract adminstration services regions located at At-
lanta, Boston, Chicago, Cleveland, Dallas, Detroit, Tos Angeles,
New York City, Philadelphia, San Francisco, and St. Louis,

These, and other small activities and offices of our field establish-
ment, carry out our current three-part mission of ;

Management and distribution of designated items of supply;

Provision of contract administration services; and

Administration or management of designated DOD-wide logis-
tics services and programs.,

Today the Agency employs over 59,000 military and full-time and
temporary civilian personnel.

We currently manage 1.7 million items, which represent 43 percent
of all the items used in the Department of Defense,
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“Other indicators of the high level of activity of our operations for
fiscal year 1968 are: _ : ‘
Our inventory is valued at $3.1 billion. This is supporting sales
from the Defense stock fund which will run about $3.7 billion
for the fiscal year.
Our procurement awards will reach slightly over $5.1 billion.
Our procurement of bulk fuels, which we do not stock, accounts
for the difference between our sales and procurement. =
We will have processed 90.7 million requisitions for the items
we stock. _
Our DSA supply depot facilities will have received and
shipped about 3 million tons of materiel.
Our Contract ‘Administration Qervices is currently administer-
ing some 270,000 prime and secondary contracts. We are project-
ing an increase to 993,000 contracts in fiscal year 1969. S
The value of materiel inspected and released for shipment by
our Contract Administration Services organization is expected
to reach $21.8 billion. : ’
Some 2.3 million contractor invoices will have been processed
for payment.

With this review of the major changes in our organization since
your hearings of May 1962 and some statistical indicators of the mag-
nitude of current operations in DSA, I will turn to & description o
our current performance of our mission.

First, supply support of the military services. :

The principal indicator of the effectiveness of DSA’s support is
stock availability, which simply is the percentage of the requisitions
received which we are able to fill from aval able stock.

Prior to the acceleration of combat operations in Vietnam in 1965
and 1966, stock availability was averaging 91-plus percent.

Beginning late in fiscal year 1965, the puildup in forces for South-
cast Asia placed 2 demand on our system of such magnitude that it
initially drew materiel out of our inventory faster than we could re-
place it. Despite intensive offorts to keep ahead of demands, the overall
stock availability percentage declined steadily from the prebuildup
level of 90-plus percent to a low of 87 percent in fiscal year 1966. The
declining trend continued through October 1966, when the overall
availability reached an alltime low point of 83 percent.

Performance in individual commodities during that month ranged
from 59 percent for clothing to 97 percent for subsistence. The effect
of our efforts to rebuild our stocks began to be felt at that point in
time and stock availability began a steady improvement. By the end.
of June 1967 we had returned to the pre-Southeast Asia buildup levels
of effectiveness with an overall availability of 91 percent. Currently
we are filling from available stock 90 to 91 perce t of the requisitions
we receive. Individual commodity performance for the year is averag-
ing from 76 percent for construction supplies and materiel to 99 per-
cent for subsistence. :

On the whole, we would categorize DSA’s present support of the
military services and particularly the wombat forces engaged in
Southeast Asia, as quite good.

In February of this year, Lieutenant General Hedlund, the Agen-
cy’s Director, returned from an extensive trip to the Pacific area. In
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Hawaii, Philippines, J. apan, Vietnam, Korea, and Thailand, he visited
27 different military service headquarters and talked with command-
ers and their top logisti'_cian’s to develop a personal evaluation of the

were somewhat, surprised, however, to find that one major Pacific
supply activity reported to him that DSA-managed materiel

accounted for 70 percent of the line items and 90 bercent of the dollar

value of materiel issued by that activity to operating units in the
western Pacific.

briefing the Director during his visits,

In the case of tood, support was described as universally excellent,
According to those on the scene, our servicemen are receiving the
finest foo Support ever. Even frontline troops, for the most bart, are
receiving hot meals with fresh meats and produce.

Clothing Support was reported as generally good, although there
are some shortages in some sizes of clothing items and items such as
armored vests, and wear-out. rates for the tropical combat boots and
uniforms continne high because of the climate and terrain.

In medical items, support was excellent. The medica] services were
outstanding in évery command the Director visited, and DSA’s sup-
port wassaid to be highly satisfactory.

Fuel support also wasg described “ags excellent, with no significant
supply problems being experienced.

Support for electronics items likewise was rated as excellent. On
General Hedlund’s return to DSA Headqua‘rters, he was pleased to
be greeted with g message from the Air Force commander in Danang,
South Vietnam, commending our Electronjcs Supply Center for sup-
plying quickly 96 bercent of the electronics materio] required to replace

 Moreover, many of these parts have never failed before, and, there-
fore, have never heen stocked in our supply system. Procurement of
such parts from the manufacturers of the equipment involves long
lead-times, especially in those instances where the manufacturer is no
longer producing either the particular equipment or the parts required.
Weare slowly and gradually overcoming this situation, but substantial
improvement, will not be apparent until the repair parts we have on
order are received from the manufacturers,
Supply of industrial materiel and general supplies is considered
good, with only a few Scattered spare parts problems. : :
Fortification materiel, sandbags, and concertina and barbed wire
requirements continue high and while we are able to keep abreast of
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demands from Vietnam, special attention is required constantly to
assure continued flow of these items from industry.

General Hedlund’s trip to the Pacific area was well received at all
commands visited. Although there were areas where DSA’s support
requires close attention and can be improved, we were pleased with
the evaluation of the quality of our performance received from the
commanders on the scene. General Hedlund has said that he returned
with the conviction that DSA is playing a major role in providing
supply support to the combat forces overseas, and is performing this
vital mission effectively and responsibly. o

Tn order to assist us to assure the best possible support to overseas
commands, General Hedlund directed the sending of customer supply
assistance personnel to Southeast Asia and Europe. Three men were

~ sent to the Pacific area and one to Turope. Those sent to the Pacific

were attached on a temporary duty basis to the 5th, 7th, and 13th
Air Forces to resolve any interface problems these commands might
have with DSA. ,

The Pacific group has returned after completing their 90-day tour.
Their assistance was considered effective and quite worthwhile by
the commands they visited and we have been asked by the com-
mander, U.S. Army Pacific and the chief of staff for logistics to the
commander in chief, Pacific, to continue the assignment of customer
assistance personnel in the Pacific theater.

Now I would like to discuss performance of our contract adminis-
tration services mission. '

‘As T mentioned earlier this mission was assigned to the Agency in
June 1964; implementation was completed in December 1965.

Performance of field contract administration services does not em-
brace the entire procurement function. 1t involves principally the
administration of contracts in the field after they have been awarded
by Defense and National Aeronautics and Space Administration pro-
curement offices. Nor does our contract administration services or-
ganization administer all defense contracts. As a general rule, the
military services have retained cognizance of plants producing their
major weapon systems such as aircraft, missiles, and ships.

However our contract administration services organization does
perform certain administration services for subcontracts supporting
the services’ weapon systems prime contracts. The services also ad-
minister special categories of contracts such as public works contracts
and contracts for research and development. We estimate that the serv-
ices are currently administering approximately 40 percent of the con-
tracts placed by DOD. Our contract administration services is ad-

. ministering the remaining 60 percent and the workload continues to

grow.
T can illustrate this by comparing workloads for fiscal year 1966,
the first full year of operations of the contract administration services
organization and current estimates for fiscal year 1968.

Tn fiscal year 1966 DCAS administered 196,000 prime and secondary
contracts. This will increase to 276,000 in fiscal year 1968.

In fiscal year 1966, $11.7 billion worth of defense materiel was in-
spected and released for shipment. This will rise to $21.8 billion in
fiscal year 1968.

97-475—68——15
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An fiscal year 1966 we processed 1.1 million invoices for payment.
Fiscal year 1968 will see 2.3 million invoices processed.

In fiscal year 1966, 112,000 contracts received DCAS production
processing. This will increase to 229,000 in fiscal year 1968, v

Our contract administration services organization has assimilated
this workload and at the same time improved the responsiveness of its

service to buying offices of the milita services, DSA, and NASA. -
For example, as a result of surveys of contractor facilities and ca-
pabilities prior to award of contracts and surveillance of contractor,

operations through the various phases of contract execution, the num- *

ber of delinquent contracts has been significantly reduced.

The rate of delinquent contracts has been reduced from 15.4 percent °

in December 1966 to 6.5 percent in April 1968, Substantial Improve-
ments in invoice processing also have been made with the result that
contractors are receiving payment for goods and services more
promptly than ever before. The number of days invoices are held in
backlog has been reduced from an average of 18.6 days in December
1966, to 9.7 days in April 1968. The Government, too, has benefited
from improved invoice processing procedures. The dollars of discounts
offered by contractors which are lost by late payment as a percentage
of the dollars offered have been reduced from 8.9 percent in May 1966
to 1.2 percent in April 1968.

Our objective in administering the contracts entrusted to us by the
military services is to improve both the effectiveness and responsive-
ness of our service. To this end we are augmenting our current small-
scale computer capability to process contract administration data with
& tape-oriented medium scale computer system. This will increase data
capacity and permit us to be more responsive to service requests for,
information concerning their contracts. This will also enhance our
conversion to the military standard contract administration procedure
which we have targeted for implementation in July 1970.

Mr. Chairman, we have not attempted to cover all of the various
missions and functions of the Defense Supply Agency. Indeed those
touched on were not covered in any great detail. Rather, we have at-
tempted to highlight the significant additions and deletions to our
responsibilities since May 1962 and to describe for you the effectiveness
of our current support to the military services.

In conclusion, we report to you that the Defense Supply Agency is
carrying out its assigned missions effectively and efficiently, the ob-
jective in its establishment. We can say that in so doing the Agency
has won the respect and confidence of the military services for the
quality and responsiveness of the support that we have provided
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them during a major war. We are pleased to be able to so report; and

we think that the performance of the Agency has proven that the
concept of integrated management of a major segment of supply and
logistics services operations in Defense can and will work. This does
not imply that there have not been problems or that there will be none
in the future. But, from our experience, we believe that the problems
which may arise can be solved and logistics support of the military
forces can thereby be enhanced.

Sir, this concludes my prepared statement; we are ready for your
quest1ons.
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‘Mr. Horrrrerp. Thank you, Admiral, for a very informative state-
ment. It certainly does show a tremendous increase in your responsi-
bilities and the service that you are rendering since May 1962, when we
had our last hearings. )

T suppose a great deal of this has been due to the Vietnamese
escalation ¢

Admiral Happock. Quite a bit of it, yes, sir, in addition to just
additional missions assigned. S

Mr. Hovrrrero. Mr. Roback. g

DSA ROLE IN VIEINAM

Mr. Roeack. What is your role in Vietnam as far as control of sup-
ply goes ? Do you have depots there?

‘Admiral Happock. No, sir; we do not.

Mr. Rosack. Where do you part with the materiel ? :

Admiral Hapbock. As of the moment, we part with it at the con-
tinental waterside.

Mr. RoBack. You are in fact the purchasing agent ?

Admiral Happock. Yes; for not-in-stock items.

Mr. Rosack. Where you do not have it in inventory, you are a
ready response purchasing agency in Vietnam?

Admiral Happock. Of course for the bulk of the items, the 1.7
million we have in stock in continental limits, the overseas units draw

it from us. In the case of fuel, we carry our responsibility further. We

buy it and arrange for transportation of the fuel clear to the services’
storage points overseas.

Mr. Roeack. Your concept is that of an agency supplying the mili-
tary services, buying as well as a storing goods, a service agency for the
military. You measure your effectiveness by your ability to respond
timely to requests ¢

Admiral Happook. Yes,sir.

~ Mr. Roack. From another point of view there is oversupply. To the
extent that excesses accumulate, as they are apparently in Vietnam,
that is somebody else’s problem ¢ :

Admiral Happock. Well, not entirely, sir. We have been involved
with the Army three times now, once when they reduced the mission
of their depot on Okinawa, later when they found limited excesses in
Vietnam, and now again when there are apparently larger excesses.
We are helping the Army to utilize these and stopping the flow of
the same kinds of items to them. Later on we will have to endeavor to
determine what of these excess stocks we can take back into our system
and utilize later. ' :

Mr. Roeack. And that is your concern; to the extent that you man-
age those items you want back?

Admiral Hapbock. We are an interested participant at the moment.

Mr. Ropack. In other words, of the excesses there will be those
eligible for reentry into the supply system ?

Admiral Happock. Yes.

Mr. Rosack. And that is your concern; to the extent that you
manage those items you want back?

Admiral Happock. Yes. Our concern extends also at this time to
knowing what these excesses are of items in the forward area, in order
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that requisitions we may receive from the Army units or from other
services can be filled from those stocks rather than from ours or from
procurement, and we are endeavoring to do this at the moment. We
are interested in those excesses also in order that we may water down
our past demand experience, and consequently reduce our procure-
ment of these items for the immediate future.

~Mr. Hourrmmeo. Their requirements came directly to you from
Vietnam ? :

Admiral Happock. It is not quite that simple, sir. Some of them
do, some of them do not. Some of them go through an inventory con-
trol point in Vietnam, the 14th Inventory Control Point.

Mr. Hourrrerp. Would they find out there at the inventory control
point whether the material was in the theater or not?

Admiral Happock. They are endeavoring to do that now; yes, sir.

Mr. Hovtrrerp. If they cannot do it there, would you know it back
here? .

" Admiral Happock. We only know of it to the extent that they
tell us. The Army activities in Vietnam, in the Pacific generally, are
coming directly now, with the information of what they think is excess;
at the same time they are going to their own inventory control point
in WESPAC. Perhaps we cannot reutilize these items ourselves, but
we would like to water down our near future buys of these items.

‘Mr. Rosack. One of the perennial problems in supply management,
where you have a common agency that services user agencies, is the
extent to which you are a good servant. :

Admiral Happock. Yes.

Mr. Roack. And the extent to which, by being a good servant, you
cater to defects in the supply system ? '

. Admiral Happock. Yes. ‘ ,

Mr. Ropack. So that you can be be very responsive; but if requests,
for example, are not well executed, are indiscriminate, overly repeti-
tive, broken down in ways which do not conform to'a good market buy,
you can be very effective, very efficient, but the system is not. You un-
derstand that problem ? e ’

. Admiral Happock. Yes, sir. . :

- Mr. Rosack. And we see it frequently in that the services may put
ifi a whole sequence of small requests, and you are running all around
trying to fill them. , » ' .

: In_another field, or an ahalogous problem perhaps, is an effort to
standardize. You as the service agency do not want to be prescribing
standards to the user agencies, so if you cater to nonstandardization,
You are being responsive -

Admiral Happock. Yes,sir. :

“'Mr. Ropack (continuing). To the agency, but overall the supply

system is not being improved. To what extent does the Defense Supply

Agency try to make some inroads on management of the user’s system,
of the user’s goods, so to speak ? ‘

Admiral Happock. First, to speak to one of your subjects. stand-
ardization, we do take the initiative in an attempt to standardize and
reduce the range of items which we are stocking and issuing to the
services. We have quite.a record of accomplishment on this score. This
involves, of course, in the final analysis service agreement to our rec-
ommendations to standardize on a narrower range of gages, or what-
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ever than has previously been stocked. So we do accomplish quite a bit
in that area.

With respect to repetitive small purchases, for the items we stock,
we attempt to maintain a wholesale stock in order to be able to fill
smaller requirements quickly, and we follow these small requirements
for items which we may not have stocked before, and if they are re-
petitive, lay down a stock, so that we are entering the market with
larger buys periodically, once a quarter, once every 6 months, rather
than with single purchases. ‘

We have, particularly since the Vietnam war, adopted a challenge
system, whereby each of our centers sets up a limit beyond which they
will not issue, without challenge of the requisition. Someone asks for
a quantity of supplies at a given Army activity or Air Force activity,
which represents more than our total system issues for a quarter. We
will challenge that and have been successful in correcting such in:
advertently large requisitions. -

CHALLENGE SYSTEM

Mr. Ropack. Thisis a challenge against quantities only?

Admiral Habbock. Yes.

Mr. Ropack. Not against quality ?

Admiral Happock. No. ‘ ‘

Mr. RoBack. That is to say, regarding priority of items in a critical-
ity sense, no type of challenge like that. That would be within the
problems of each service ? ;

Admiral Happock. Not on a systematized basis.

Mr. RoBack. Excuse me?

Admiral Habpock. Such a challenge system for priorities is not
systematized with us. We have to do it occasionally, but we do not
challenge on a regular basis any priorities.

Mr. Roeack. Your challenge is to gross inconsistencies or what ap-
pear to be unreasonable quantity demands?

Admiral Happock. Yes, sir. .

Mr. Rosack. If there are any other kinds of challenge, presumably
that would be a responsibility within the service ?

Admiral Hapbock. Yes. :

Mr. Rosack. Isthat right?

Admiral Havppock. Yes, sir; as to the priority requisitions.

[

DSA STANDARDIZATION EFFORT

Mr. Ropack. Do you have a list of the types of standardization in
which DSA has been instrumental, that you can supply? You do not
have to do it right at the moment.

Admiral Happock. I can give you some data on numbers of items.
Since 1962 we have reviewed a total of 1,567,926 items, to see whether
we could standardize them. By this review we have eliminated from
future stockage and issue to services 508,078. So it is a useful program.

If we had not eliminated these items we would be managing today
that many more than the 1.7 million items we are now managing.

Mr. RoBack. Your management is 1.7 million items ?

Admiral Happock. Yes.
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Mr. Roeack. The catalog has about 4 million.
Admiral Happock. Yes.

Mr. Roeack. Does that mean that many of these are not relevant to

the supply system, are merely there, or does it mean that most of the
items in a quantity sense are not managed by DSA? ;
‘Admiral Happock. The difference between the 1.7 and the 4 million

for the most part represents items retained by the services for their

management.

Mr. Ropack. So that in quantity terms, most of the items are service
managed.?

Admiral Habpock. Yes,or GSA managed.

Mr. Roeack. Or GSA managed?

Admiral Happock. Yes. ; ,

Mr. Rosack. But the GSA manages a relatively few in numbers.
The volume may be sizable within their categories?

Admiral Happock. Yes, sir.

Mr. Roeack. But few in numbers of items.

Admiral Happock. About 68,000 at the present time.

DSA/GSA ROLES

Mr. Rosack. While we are on the GSA, it appears during the his-
tory of the GSA relationships with the military that relatively few
categories have been transferred, that there are not many more prom-
ising areas of transfer. Would you say that? I mean beyond what is
already done?

Admiral Happock. At this juncture we think we have made a good
division of Federal stock classes between those of GSA’s interest and
those of our interest.

Mr. Roeack. Offhand, paint and handtools were two categories of
commodities that were transferred within the last 3 or 4 years? -

Admiral Habpock. Office supplies, these kinds of things.

Mr. Roeack. Why not some other common category? Why paint
and handtools? Merely because somebody seized upon that in a com-
mittee somewhere and made an issue of it ?

Admiral Happock. I cannot say why the decision on paint and
handtools was made at that time. The last division of responsibility,
which has been only in the last year or so, was based on the criteria
that these were the kind of items in which GSA was in business to
support the civil agencies. They were items that were not really vitally
critical to any of our hardware systems support. They were items, the
kinds of items generally fairly readily available in the marketplace,
and consequently we thought there was economy to the Government
in letting GS A support these. ‘ '

Mr. Ropack. In a sense the DSA is the GSA for the military?

Admiral Happock. Yes.

Mr. RoBack. You are a general service agency ?

Admiral Happock. Yes, sir.

Mr. Ropack. Not only in terms of supply but of service performance.
You perform varied services for the military ?

Admiral Happock. Yes.

Mr. Roeack. Now, in a sense the GSA, at least potentially, is your

competitor in performing Government services, and it appears from
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your testimony that there is more promise in the DSA performing
services for the civil agencies than in GSA performing services for
the military, the reason being that the Defense Department, by and
large, is the predominant user ?

Admiral Habpock. Yes,sir.

Mzr. Rosack. And if you used the predominant-user concept, you
could become the GSA for the Government pretty much, isn’t that so?

Admiral Happock. I think at some point in time in the future this
question hasto be asked. :

.7 Mr. Roeack. Do you think that the evolution is that DSA will be-
¢ come Government-wide rather than GSA; that is GSA will retreat,
and DSA will expand ? :

Admiral Happock. I am afraid I cannot predict how that will go,
sir.

Mr. Rosack. Is that the trend ?

Admiral Happook. T see no trend. either way at the moment. We
think the Office of the Secretary of Defense and GSA apparently
feel they have made currently a good division of responsibility, and
I do not believe anyone is attempting either to move GSA further into
our support at this time or to give DSA more responsibility for civil
agencies, except in those areas where we are already attempting to
assume more support, subsistence, fuel, and so forth.

Mr. Rosack. You mentioned those in your testimony, including fuel
and coal.

Admiral Happock. Electronies.

COAL PROCUREMENT

Mr. Roeack. Take for example coal. You would be the buyer of coal
and you would stock coal ¢

Admiral Habpock. Yes, sir. For petroleum and coal we are only
buyers. We buy and arrange for delivery. :

Mr. Rosack. Suppose the Interior Department, aside from the fact
that it has a Bureau of Mines, I do not know what kind of coal they
burn in their furnaces, but suppose they are a modest user of coal
supplies in some of their outlying stations. Now would you buy coal
and deliver it, have it delivered to those stations? ‘

Admiral Happock. In many cases in the continental limits, partic-
ularly for small users of petroleum and coal, we make service con-
tracts, open-end contracts, so that small users can drop orders on the
contract for small deliveries to them. Basically that is the way we do
that business.

Mr. Roeack. We happen to know, and you do too, undoubtedly,
. that if it comes to buying coal domestically for overseas use, which

the Army now does, apparently the Defense Supply Agency has been
ruled out in that area ?

Admiral Happock. Yes.

Mr. Roeack. For some reasons having to do with the responsibility
on the receiving end for coal that might be less than specification coal?

Admiral Happook. Yes.

Mr. Ropack. But is that just a peculiar problem ?

Admiral Happock. I am not really knowledgeable of this. All T
know is that we are not responsible. The Army is doing this buying
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overseas, particularly in Furope, and I am not familiar with the
reasons for the decision.

PROCUREMENT OF FORKLIFT TRUCKS

Mr. Roeack. We can understand the reason. Whether it is meritori-
ous or not is another point, but in some areas it is difficult to ascertain
the division of labor. For example, the DSA, when last I inquired -
into this subject, purchased heavy-terrain forklift trucks for the Navy
and for the Marine Corps, but the Army bought its own. They use™
basically the same type of vehicle, even though the specifications may ]
be different. The service specifications are different not because the
requirements are different, but because different manufacturers have
developed rather specialized modifications over time. So just offhand,
why is it that the Navy and the Marine Corps can live with DSA pur-
chase in this field but not the Army ?

Admiral Hapbock. I am unaware that the Army is not using us
under the coordinated procurement program. We should be buying
their forklift trucks as well as Air Force’s and Marine Corps’.

Mr. RoBack. As I say, the last time I inquired, that was not the
case. '

Admiral Happock. We just consummated a further agreement with
the Mobile Equipment Command by which this command gave recog-
nition that we did have these coordinated procurement responsibilities.
They have transferred this procurement responsibility to us now, and
to give evidence of it they have transferred quite a number of people
to us or will in 1969, to accomplish this for them, and perhaps——

Mr. Roeack. To do what now ¢

Admiral Happock. To procure equipment for them under the co-
ordinated procurement program which in the past, recent past, they
have been procuring themselves, although it was in our mission to
procure it for them. '

Mr. Rosack. Over the years of your existence as a Defense-level
agency you have acquired more commodities for managing but you
have lost some supply categories ?

A dmiral Happock. Yes.
~ Mr. RoBack. Isthat correct?

Admiral Happocr. The categories we have lost, the principal ones
are those that went to the GSA, and tires and tubes back to the Army
sinele manager, ATAC. Most of our gain, however, and it does not
look so big when netted out as we have eliminated a lot of items. but
most of our gain has been represented by further item transfers from
the services to our management. As they rescreened their items and
got more confidence in us, they gave us a lot, recently some 470,000
itemsas I recall. :

Mr. Ropack. And your employment over a period of about 5 years
has doubled or more?

Admiral Happock. Yes.

Mr. Ropack. Hasthat been accompanied by corresponding decreases
elsewhere or is that just a net increase ? :

Admiral Happoor. It isa net figure. ¥

Mr. Rosack. In responsibilities?
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Admiral Happock. It is a net of the standardization reductions,
which I think were 508,000 ; the item entry control program by which
we have eliminated at source, which is a better time to do it, 294,000
items; and of our inactive items review program by which since our
beginning we have eliminated 398,000 items by this route. So you
can see the net figure would have been much larger, had we not had
the standardization program, the item entry control program, and the
inactive item review program.

Mr. Rosack. So far as the physical transfer of supply items is con-
cerned, you are not decreasing but you are increasing ?

Admiral Habpock. Yes,sir.

Mr. RoBack. Your responsibility ¢

Admiral Habbock. Yes,sir.

Mr. Roeack. You are not becoming increasingly a service agency
as against a commodity agency ?

Admiral Happock. Well, in 1965, we got a large increase in our
service agency function because of getting the contract administration
responsibility. But looking at our supply management responsibility
alone, it has increased year by year since DSA was established.

TRAFFIC MANAGEMENT AGENCY

Mr. Roeack. What was the rationale for the withdrawal of the
traffic management function ? Is that because there were physical assets
required for operations that you did not have?

Admiral Happock. We were not at that time in the terminal man-
agement business, and the new Army single manager took over termi-
nal management and a good companion piece for that is traffic man-
agement. The Army had assets in the persons of individuals of the
Army Transportation Corps, who were available to operate this single
manager for them. I think the existence of the ocean terminals, them-
selves, the physical facilities, numbers of which were Army facilities,
and the existence of the Army Transportation Corps, probably sig-
nificantly urged this move. '

STANDARDIZED PROCUREMENT PROCEDURES

Mr. Rosack. What are the candidates for entry or withdrawal so
far as functions go? Do you have a review board on these matters
that considers what ought to come in, what ought to go out?

Admiral Happock. Generally these kinds of things, studies, are
initiated by the Office of Secretary of Defense, sometimes using our
people. We are moving now into a new area, working with the services
under OSD guidance in a brandnew area. This is attempting some
standardization of internal services’ and DSA’s procedures related to
certain supply functions. For example, the one we are looking at now
concerns some standardization of the specific procedures by which pro-
curement is initiated and finally consummated. Hopefully, someday
we can develop a standard ADP program for this range of incremental
functions involved in the purchase process. This is a new service
area for us.

Mr. Rosack. A new service area for standardization, did you say ?

Admiral Hapoock. For the purchase function,
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Mr. Rozack. For the whole purchase function ?

Admiral Happock. Procedures of the purchase function.

Mr. Roeack. How would that operate?

Admiral Habpock. Well, we just got started on it.

Mr. Ropack. Imean, what are you trying to donow?

Admiral Happock. We are trying to standardize the specific pur-
chase procedures from the time of initiation of the need for purchase
until it is finally consummated. And in this, where there are ADP
processes involved, hopefully we will standardize these processes.

Mr. Roeack. What capability and information visibility would you

et ?

Admiral Happock. Well, we are now starting on this project in
company with the experts of the services in this functional area.

Mr. Rosack. Is this to decrease the time of transactions, streamline
procedures? ‘

Admiral Happock. Well, it is really to standardize them so that
everyone is doing the job the best, hopefully the best way.

MILSCAP

Mr. Rosack. Does this extend into contract administration ?

Admiral Habpock. We have standardized contract administration
procedures now. In fiscal year 1970 all services and DSA will go to a
standardized contract administration procedure.

Mr. Rosack. That has been agreed upon but not yet put into effect?

Admiral Happock. It has been agreed on, and parts of it have al-
ready been put into effect on a test basis. The Navy has implemented
q}flite ? bit of it, on a test basis. We all will implement finally in July
of 1970.

Mr. Rosack. Those procedures, though standardized, won’t guaran-
tee, for example, that even though ASPR says that the ordinary pre-
award survey should take about 7 days, one region if it is busy might
take 30 days?

‘Admiral Happock. No, sir.

Mr. Rosack. And another region will take 40 days.

Admiral Happock. No. ,

‘Mr. Ropack. And one office will give you an oral report and fail
to give you a written confirmation report, which will create some am-
biguities in the procurement process. Those things won’t be eliminated.

Admiral Happock. Well, I think they are going to have to give us
a written report, because the standard system is primarily a standard
communications system of coding, a format, a way of communicating
between contract administrator procurement office, materiel receiving
activity, and so forth.

Mr. Rosack. There is not any question that there are variations in
procedures now?

Admiral Happock. Yes, sir.

Mr. Rosack. And some of those variations create inequities by vir-
tue of delays and differential treatment, not intentio-na?ﬂy?

Admiral Happook. Yes, sir.

Mr. Roeack. But by consequence?

Admiral Happocr. Yes.

Mr. Ropack. Is that right?

Admiral Happock. Yes.

s S
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Mr. RoBack. You had some figures on the Defense Contract Services

- Administration in terms of how many contracts they serviced, I mean

percentages. Are these percentages in dollar volume or in numbers of
contracts?

Admiral Happock. I stated they were estimates. We know how many
contracts we in DSA are administering, about 273,000 now. We are
not certain how many the services are administering themselves. We
estimate that the services are administering about 40 percent of the

“DOD contracts in total. We have the balance.

Mr. RoBack. Those are numbers of contracts?

Admiral Happock. Numbers.

Mr. RoBack. Regardless of amounts?

Admiral Happock. Numbers of contracts. I would suspect that it
would run the other way in dollars, because they retain contracts
for ships, aircraft, and missile systems.

CONTRACTOR SURVEILLANCE

Mr. Roeack. You take some credit apparently for a modest decline
or a rather substantial decline in the rate of delinquent contracts.
Now how did that come about? You said through closer contractor
surveillance. Does this mean that they have not been able to closely
surveil the contracts before and now they are giving more attention
to it?

Admiral Happocr. We did two things. First off, we have made a
lot more use of the preaward survey and got a capable contractor
in the first place or one who was not overloaded. Second, we have
put more emphasis on product surveillance in the last couple of years
than we did theretofore and, as a consequence, have reduced the
contract delinquency. Some of the contractors now are not so over-
loaded as they were in 1966 and 1967.

Mr. Louman. May T ask a question here?

Mr. Hovrrrero. Mr. Luman.

COMMODITY MANAGEMENT

Mr. Lumax. Admiral, you manage in the DSA by commodities; do
you not?

Admiral Hapvock. Well, we manage—generally it is some kind of
a class breakdown. When we get down to the ICP level, the supply
]ronal_lagement level, we are trying to manage on an industrial grouping

asis.

Mr. Luman. Let us take an item like a fastener. Would you have
one man manage all or a class of fasteners?

Admiral Hapbpock. Yes, sir; this would be at the Defense Indus-
trial Supply Center at Philadelphia. They are in this kind of business
and within their supply management group their managers will be
concentrating on the subcategories of industrial fasteners.

Mr. Luman. One of these fasteners might be used to put a toolshed
together and another might be a crucial part of a helicopter?

Admiral Happock. Yes.

Mr. Luman. Would you explain to us the system you use, whereby
your man pays more attention to the helicopter fastener than he does
to the fastener that is for the toolshed ?
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Admiral Hapbock. Of course we cannot manage our items on a
weapons system basis in the same way that the services do, but we have
a procedure whereby the services can designate certain weapons sys-
tems which we support in terms of items, and ask us to give special
attention to our support of these weapons systems, and there are 23
of them now, varying from the Polaris weapons system to the M-16
rifle.

Then for each of these weapons systems, the concerned service desig-
nates those of our items that have application to this weapons system.
We then code these items in our file, to indicate which items have
application, 36,000 of them, to Polaris weapons systems, and this item
17,000-some-odd have application to Hawk missile system, and_the
supply manager then has a supply study on each of these items made at
least every cuarter, and more often every month, to attempt to main-
tain 100 percent of these items in stock at all times. This is the special
attention we give to items nominated to us by the services for special
emphasis in management. .

STANDARD ADP

* Mr. Luman. What standardization have you achieved between your
depots in terms of automatic data processing equipment ?

~ Admiral Habppock. As you may know, we have been long in develop-
ment of a standard system, procedures, for our depots, and have ac-
quired standard or are acquiring identical ADP hardware for the
ADP implementation of these procedures at our depots.

We have implemented the standard procedures and installed the
standard hardware at our depot at Columbus, our depot at Mechanics-
burg, our depot at Tracy, our depot at Richmond, and are now getting
ready to install it at our depot at Memphis.

Mr. Luman. These depots you mentioned, are they all five equipped \
with the same type of equipment ?

Admiral Haopock. The same hardware.

Mr. Luman. Same procedures ?

Admiral Happocx. Using identical procedures. The program is cen-
trally programed and given to them, so that the ADP program is iden-
tical for each one of them. '

LIr.ngITMAN. Do you allow any variations without your central ap- A
proval? :

Admiral Happocxk. No, sir. The inputs are identical. The outputs are

identical. Our instructions on how to make inputs and how to use out-
puts are identical for each depot.
. Mr. Lumaxn. One final guestion on another matter. The services,
when making requests of the DSA, have certain priorities on these
requests. Which of the services has been generally the one who put
more high-priority requisitions to you and which one has been putting
fewer high-priority requisitions to you?

Admiral Hapnock. I think it is the Air Force.

Mr. Lumaw. Say if you have the figures for fiscal year 1968

Admiral Happock. Well, of the two issue priority groups, 1 and 2,
our highest priority groups, the Marine Corps this year has the high-
est percentage, 53 percent, Air Force 47 percent, Navy 43 percent,
and Army 38 percent for issue groups 1 and 2.

Mr. Dannin. How are your various commodities stacking up
against each other as to fill rate, filling orders in time in the terms of

o
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MILSTRIP? Is clothing still your problem area or is it now con-
struction supplies?

Admiral Happock. I think on time il probably does not vary very
much on commodities. On the average it is slightly over 80 percent on
time fill. For fiscal year 1968, construction has been 68 percent on time,
electronics 85 percent on time, general 77 percent on time, industrial
84 percent on time, clothing 75 percent on time, medical 86 percent,
subsistence 88 percent, and a total overall average of 81 percent.

CLOTHING SUPPLY PROBLEMS

Mr. Dannx. As clothing fell to a low of 59 percent about 2 years

ago——
gAdmiral Happock. Yes, sir. Its availability.

Mr. Dasrin. And this was mainly due, you believe, to the Vietnam
buildup and simply a lack of inventory at that time?

Admiral Haobock. Well, of course, as we sent troops overseas in
large numbers, with very short notice, our clothing stocks were drawn
down rapidly, and our basic textile stocks were similarly drawn down.
It took our stock down so that we were in very bad shape on many
clothing items, particularly for recruits, the new recruits coming in, 1t
took us some time then to get other manufacturers, additional manu-
facturers, interested in our business. As a, matter of fact, it required
mandatory orders on some.

Mr. Darran. Does your statement indicate that you have reached
the end of the mandatory orders?

Admiral Happock. Yes, sir.

- Mr. Danwin. Did it turn out that mandatory orders were issued
only in the clothing area?

. Admiral Hapbook. This is the only place we really use them; yes,
sir.

Mr. Danran. In the light of those particular problems, have you
reevaluated the closing of the clothing factories at Philadelphia ? Was
that a wise thing to do? Is that still cost effective?

Admiral Hapbock. We retain one clothing factory. We closed—

Mr. Dannin. Did you have to 2o on two-shift operations?

Admiral Happock, Yes, sir. We closed the Marine Corps and one
other. But we used the clothing factory significantly. But by and large
we use that for odd-size uniforms, for example; for small, relatively
small production requirements, where we may have difficulty in inter-
esting industry; or a requirement where we have such a short dead-
line that we can only get it on time using our own in-house facilities. By
and large we would prefer to go to industry for our clothing require-
ments,

Mr. Danmuin. Can you tell us what has been your experience so far
with the pricing under the mandatory orders? Have there been any
difficulties in settling up those contracts?

Admiral Happock. I do not think I can answer that. T would have
to submit that to you.

Mr. Danrin. Colonel Murray.

Colonel Murray. I do not know.

Mr. Darrin. Can you supply us with a statement for the record
on that, please?

Admiral Happock. Yes.
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(The information furnished for the record follows:)

All awards for clothing placed by mandatory orders (rated orders) were on a
firm fixed-price basis; that is, quantities, delivery, prices, etc., were agreed to by
the Government and the contractor prior to making the award. DSA developed
jnitial prices for mandatory orders by using the latest published jindustry pricing
data, or prior award prices, adjusted as necessary to reflect normal market
jncreases. In sole cases it was necessary to negotiate the award prices on man-
datory orders to meet higher quality production standards of certain producers
or to recognize job shop costs compared with those of mass production costs.
There have been no major difficulties in closing out the contracts placed under

the mandatory order concept. In fact, there have only been two claims and these -

resulted from conditions not related to pricing. There have been only minimal
difficulties, as all contracts were awarded on a firm fixed-price basis; that is,
contractors were aware of the specific prices, the quantities required, delivery
schedules, specifications involved, and had accepted the terms and conditions
prior to award.

Mr. Danrin. One of your major functions in support of Vietnam,
at least at some stage, was in getting clothing orders filled and pro-
viding stocks on the spot ¢

Admiral Happook. Yes.

Mr. Danrin. Was there any discussion at the time of all of these
crises of putting more DSA people in the field; and in the way that
you have finally come around to it this year, to try to provide direct
support to the services ?

‘Admiral Happock. I am not certain that our problem with clothing
or any other support stemmed from a lack of DSA people in the field
because we do not have stocks over there, overseas. We do have 33
liaison people in continental limits going around to our continental
customers and learning of their problems, and, as T stated, we now
have four overseas. But the kinds of problems we had early in Viet-
nam simply stem from lack of stocks and long procurement Jeadtimes
in getting our stocks replenished.

Mr. Damran. One of your problems still is apparently that you have
not been able to achieve desired Jevels of standardization in the cloth-
ing field. Somebody mentioned the undershirt the other day, and I
gather there are still four or five types, not to mention size of under-
shirts in the system ; is that correct, Admiral? '

‘Admiral Happock. I doubt there is more than one kind of under-
chirt but I could be wrong. T really do not know.

Mr. Rosack. I hope there are four or five different sizes.

‘Admiral Happock. Obviously in the uniform area there is not a
whole lot of standardization. I think when we started out there was
only about 9 percent commonality in use of uniforms as among the
‘services. Since they do wear different uniforms, I suspect that there
is still not much standardization.

DSA/GSA RELATIONSHIPS

Me. Damuiy. Can you tell us a little more about the relationship
of DSA, GSA, and the services at the present time? Are you attempt-
ing to back up or monitor those GSA areas in any sense? Do you
both maintain stocks in some areas, or do you both maintain inven-
tories to make sure that the proper stockage remains somewhere in

the system, or how are you handling those 63,000 items or parts of

them ?




233

Admiral Hapbock. For the roughly 68,000 items in which GSA is
now supporting the services, GSA becomes the wholesale supply sup-
port organization for the DOD activities as we are for the other items.

The services will draw from DSA stocks as they need items or
quantities of items to put in their retail systems such as aboard ship or
in overseas bases, or in camps and stations in continental limits. -

Further, for these items to the extent that they can afford to do
financially and agree with our computations, GSA has agreed to
stock mobilization reserve quantities of items. They have agreed to
accept from the services directly provisioning requests for stockage
of new items in their assigned classes.

Mr. Rosack. This mobilization reserve is for all classes under their
control for the military services?

Admiral Happock. Yes, sir.

Mr. Rosack. Supply? »

Admiral Happock. Yes, sir. ;
Mlg Rosack. This means that they will have to carry stationary
stocks. ,

Admiral Happock. Levels over and above what would be their nor-
mal peacetime requirements to meet service peacetime demands.

Mr. Rosack. This becomes an additional budget concern?

Admiral Happock. Yes, sir.

Mzr. RoBack. To them?

Admiral Happook. Yes, sir. Mr. Abersfeller has not told me how
he will do this, but he has agreed to try to do it.

Mr. Roack. We have a GSA representative. I think we might ask
him to make some observations at the appropriate time. Do we have
a GSA representative who has authority to speak on the subject? Is
there anybody from GSA here?

Mr. Carney. I am a GSA representative.

Mr. Rosack. You do not feel you can throw light on this subject?

Mr. Carney. I would prefer not to comment at this time on this
particular subject.

Mr. Hovrrrerp. What is your name, please?

Mr. Carney. John Carney. I would be happy to provide it.

Mr. Rorack. In light of the discussion of GSA relationships here,
you might present us a statement which comments on the points or
makes any other observations you think we ought to have for the
record.

Mr. CarNEy. Yes, sir.

Mr. Rosack. Will you do that?

Mr. Carxey. I will be happy to.

(The information requested follows:)

GENERAL SERVICES ADMINISTRATION,
Washington, D.C., July 18, 1968.
Hon. CHET HOLIFIELD,
Chairman, Military Operations Subcommitiee, Commitice on Government Oper-
ations, House of Representatives, Washington, D.C.

DrArR MR. Horireip: As requested by Mr. Dahlin, your subcommittee staff
counsel, I am pleased to submit a background summary of General Services
Administration’s role in the supply support of the Department of Defense. This
submittal relates to your subcommittee hearings on review of military supply
system concepts, methods, and operations in the Army, Navy, Air Force, and
Defense Supply Agency.
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Included in our summary statement are our comments on GSA’s role in the
management of general mobilization reserve items discussed on pages 479 and
480 of the Transcript of Hearings conducted on July 2, 1968.. Asi a matter of
general information, most of the items we manage are co;nmeraal in na:tupg and
are generally available from commercial sources. For t‘hlg reason we anmpupate
that relatively few items will require the stockage of adgltiomal lgvels of inven-
tory to meet mobilization requirements. For those few items which do gu.ahfy,
we plan to finance these added levels from our general supply ﬁund which also
finances our operating inventories. Since a mechanism now qxwts whereby we
currently stock and finance other contingency reserves withlp our sysetem, we
expect to expand this method of management to any additional mvenwne.s,‘ Wh}eh
in our judgment, need to be placed in a reserve category for mobilization
purposes. e .

As you may know, the Business and Defense Services Adnunmstratlpn (BDSA)
by delegation 3, May 8, 1963, authorizes GSA to use DO ratings identified as K-1
on contracts and delivery orders to meet procurement of stock against military
requirements. Use of these priority ratings under the Defense Matqrial's System
provides GSA with a capability of preempting nonmilitary production for rar'nd
expansion to meet the supply needs of military activities in major emergencies
or in the event of war.

" If there are any other subjects on which you may need further clarification or
comment, we would be pleased to provide them.
Sincerely,
LawsoNn B. Knort, Jr., Administrator.
Enclosure. .

THE ROLE OF GENERAL SERVICES ADMINISTRATION IN SUPPORT OF THE
DEPARTMENT OF DEFENSE

DEVELOPMENT OF A NATIONAL SUPPLY SYSTEM

Since its establishment, GSA has cooperated with the Department of Defense
in arriving at areas of understanding aimed toward development of a national
supply system. Our primary objective has been the elimination of avoidable over-
lap and duplication of procurement and supply functions throughout the Federal
Government.

In the early stages of these negotiations with DOD, interagency procurement
assignments were agreed upon whereby GSA would perform single agency pro-
curements for various commodities such as office furniture and furnishings,
military family and quarters furniture and furnishings, and similar common-
user items. At the same time, items which the military inventory control points
did not elect to manage within their wholesale systems were offered to GSA for
military supply support either through our depot system or through our Federal
supply schedule program. Since this was an elective process, the order of magni-
tude of item referrals to GSA was relatively small.

During 1963, a memorandum of understanding was entered into between GSA
and DOD which provided for GSA assumption of responsibility for the procure-
ment and management of the bulk of paint and handtool commodities managed
at that time by the Defense Supply Agency. Concurrently, provisions were made
whereby DSA retained responsibility for a selected number of functions asso-
ciated with management of these Federal supply classes, such as standardiza-
tion, cataloging, procurement of overseas Army and Air Force decentralized
items, and procurement of military service weapon system related items managed
by them in these classes. As a result of these arrangements, GSA assumed man-
agement responsibility for about 33,000 items with an inventory value of $65.4
million.

As reliance on GSA for supply support to the military services increased,
added emphasis was placed on expanding the national supply system concept.
In this context, our discussions with DOD officials were directed toward estab-
lishment of Government-wide common support vested in a single agency for
individual commodity classes—GSA or DOD. To achieve this, compatible pro-
cedures and systems were developed whereby the supply management capabilities
of each agency would be fitted together to form a coordinated supply system for
the Federal Government. To this end, another basic agreement between DOD and
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GSA was consummated in December 1964, governing supply management relation-
ships. This agreement formalized the national supply system concept and set the
stage for a series of significant forward steps taken since that time.

Actions to implement the 1964 agreement took various forms, the first of
which was the establishment of a joint Federal Supply Service/Defense Supply
Agency Materiel Management Review Committee to review a range of com-
modities assigned to DSA for integrated DOD management (general, industrial,
and construction) to determine whether their management should remain with
DOD or transfer to GSA. This review encompassed 152 Federal supply classes
of which 99 were selected for continued management by the Defense Supply
Agency and 53 designated for transfer to GSA. Provisions were made for the
retention by DSA of some 215 military essential items in these classes for their
management as well as certain allied management functions comparable to
those retained in the paint and hand tool commodities. Concurrently, with the
review of the classes just referenced, DSA, in coordination with GSA undertook
a “five commodity” study of the fuels, electronics, clothing and textiles, subsis-
tence and medical commodities in consideration of assuming support to all
Federal agencies.

Early in 1967, the Defense Supply Agency completed the five commodity study
and determined that it would be economical and feasible for DSA to support
the I'ederal Government on the fuels and electronics commodities, Because of
lack of item commonality involved in medical and nonperishable subsistence com-
modities, it was determined that expansion of DSA support would be deferred
until standardization was achieved. Clothing and textiles support would be on
a case-by-case basis. Agreements have been reached whereby DSA will assume
support on packaged fuel products in January 1969, with bulk fuel and coal sup-
port to be phased in between July 1, 1968, and November 1969. For the electronics
commodity, DSA plans to assume support of common items in November 1968,
and agency peculiar items July 1, 1969.

In August 1967, DOD issued a policy memorandum which in effect eliminated
the management role of DSA for items and functions involving the paint and
hand tool classes previously transferred as well as the 53 classes designated for
management by GSA. On July 1, 1968, about 30,000 items in these classes with an
inventory value of $58.8 million were transferred from DSA to GSA. An addi-
tional 5,000 items with an inventory value of about $1.5 million have been trans-
ferred directly from the military services to GSA for management under the
revised DOD policy previously mentioned. In summary, since 1963, 65 Federal
supply classes comprising some 68,000 items with an inventory value of $116.8
million. and a projected annual sales volume to DOD activities of $180 million
have been transferred from DOD to GSA.

There are currently 57 additional Federal supply classes now managed by DSA
which are subject to review for primary management assignment either to DSA
or GSA. Representative commodities are lumber, air purification equipment, in-
secticides and rodenticides, books, and pamphlets. Although joint time schedules
have not been established, we plan to initiate review actions with DSA during
the second quarter of fiscal year 1969.

Harly in 1968, a joint DOD/GSA study was conducted on the dual procurement
practices which existed for commercial vehicles. Agreement was reached to
transfer the DOD coordinated procurement responsibilities from the Depart-
ment of Army to GSA for commercial passenger-carrying vehicles and trucks
up to 10,000 pounds gross vehicle weight, with minor exceptions. This transfer
of responsibility, effective July 1, 1968, consolidated the procurement of some
30,000 military vehicle requirements totaling approximately $65 million with
the GSA civil agency procurement of about 42,000 vehicles approximating $95
million annually.

Included in the various supply management functions previously performed
by the Defense Supply Agency in the classes assigned to GSA is the coordinated
procurement program. Under this program wholesale quantities of weapon sys-
tem related items in those classes are procured by the integrated manager for
the military depot system. Also in an allied category, GSA has agreed to as-
sume procurement support now provided by DSA for overseas Army and Air
Force activities on cataloged items in our 65 Federal supply classes which are
decentralized for local procurement or are available from the GSA Federal
supply schedules,

97-475—68——16



MANAGEMENT OF GENERAL MOBILIZATION RESERVES

On May 10, 1968, an agreement was reached with DSA whereby general mo-
pilization reserve responsibilities would be transferred to GSA for the items it
manages and GSA would assume full responsibility for supply support of mili-
tary activities during periods of mobilization or war. In essence, this agreement
provides that GSA will conduct industrial mobilization planning, wil determine
the items and depth of stocks required, will consider and use the planning infor-
mation provided by DOD activities in arriving at these judgments, will finance
and acquire stocks to meet these requirements, and will advise the DOD activi-
ties needing such information of the support capability we have developed to meet
contingency or related mobilization plans.

FEDERAL SUPPLY SERVICE OPERATIONS

Four methods of supplying are employed by GSA in carrying out our supply re-
sponsibilities. First, we have the Federal supply schedule program. These are
open end contractual arrangements with thousands of suppliers whose products
are made available to requiring activities at reasonable and competitive prices. A
second method of supply is direct delivery procurement. Items in this category are
centrally procured but not stocked, such as quarters furniture, household furn-
ishings, ete. Our third supply method, and by far the most responsive to mili-
tary priority needs, is our depot stock program. Lastly, we use the decentralized
method of supply known as the local purchase program for items which are
considered 'to be readily available on the local market.

If a GSA decentralized .item is not available at a particular location or the
requiring activity does not possess a procurement. capability, we are prepared to
buy these items for any requisitioner.

To provide effective supply support to DoD and civil agencies, GSA’s Federal
supply service maintains inventories in 27 depots which are geographically dis-
persed throughout the United States. These GSA regional offices are located in
Boston, New York, Washington, D.C., Atlanta, Chicago, Kansas City, Fort Worth,
Denver, San Francisco, and Auburn, Wash. Overall administration is provided
by the GSA central office in Washington, D.C. The GSA regional offices located
in Washington, New York, Fort Worth, San Francisco, and Auburn, Wash.,,
support overseas DoD and civil agency activities. Most of our export operations
are in support of the military services, however, we have a sizable AID support

“mission for Southeast Asia which is controlled through a special aid logistic
support control office located in San Francisco. On each regional staff we have
assigned specialists known as supply service officers who maintain frequent and
direct contact on site, with our supported activities here in the United States as
well as overseas. At the present time, we maintain GSA representatives overseas
in South Vietnam, the Philippines, Okinawa, and Germany, who serve all of the
military and civilian activities in those general geographical areas.

Beginning in 1962, GSA developed a system capability to interface with DoD
activities in the use of the DOD standardized requisitioning system—MIL-
STRIP—and the uniform military materiel issue priority system—UMMIPS.
Since that time we have jointly participated with DOD in a significant array of
procedures and systems development programs which allow us to interface with
the military activities in all major aspects of supply operations such as the trans-
ceiver network for receipt of requisitions, the automatic addressing system, cata-
Joging, and data flow systems. To further enhance our supply processing and
control operations, we recently installed a standardized computer processing
system at each of our regional offices with a centralized high speed update of our
national supply asset picture. This latter office located in Washington, D.C. is
Kknown as GSA’s National Inventory Control Center.

Tn support of military service overseas activities we are capable of reacting to
a number of unique service requisitioning channels. For the Air Force, which
does not maintain overseas depots, we accept requisitions via the transceiver
network directly from each overseas base. In the case of the Army, which op-
erates out of overseas depots, GSA accepts generally larger orders from those
overseas depots or inventory control centers, again via transceiver facilities or
through other electrical or mail channels. Navy overseas requisitions are gen-
erally processed through the Naval Supply Centers at Oakland, Calif., and Nor-
folk, Va., then to GSA in case stocks are not available at the centers. The bulk
of the overseas Navy requirements, however, are requisitioned by the major
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Tidewater Supply Centers directly upon GSA for replenishment in wholesale
quantities at these locations. Some of the Navy overseas activities requisition
directly upon GSA. In this regard, a 6-month direct requisitioning service test
between the Naval Supply Center, Pearl Harbor, and our San Francisco region
is expected to begin in August of this year.

EMERGENCY PREPAREDNESS

In event of emergencies GSA provides a 24-hour, 7-day-a-week coverage to
insure priority response to the activities we support. Upon DEFCON 3 or sooner,
the Federal Supply Service of GSA activates the Central Office Logistics Control
Center and concurrently counterpart centers in all GSA regions are set up. In
addition, we have relocation regional and central office relocation sites. Each
region is capable of independent operation with its own machine system and
stocks. B

ACTIVITY DATA

" 1S,tatistical information in selected GSA procurement and supply functions
ollows :

—Procurement volume of $546 million in fiscal year 1955 increased to $2 billion
. in fiscal year 1967.

—Inventories of stocked items increased from $25 million in fiscal year 1955 to

$221 million in fiscal year 1968.

——-]IB%%IS stocked increased from 7,933 in fiscal year 1955 to 40,487 in fiscal year

—2.4 million lines shipped during fiscal year 1955 increased to 8.1 million in
fiscal year 1968.

—A dollar volume of $75.9 million shipped in fiscal year 1955 increased to
$513 million (estimated) in fiscal year 1968.

—~Stock availability during fiscal year 1968 maintained a fairly steady rate of
about 87.5 percent with an average priority effectiveness rate for the year
of 93.1 percent excluding back orders.

—Of the 8.1 million stores stock line items valued at $513 million processed
from depot stocks in fiscal year 1968, 3.9 million lines valued at $377.6
million represented shipments to DOD.

Mr. Danrin. Admiral, as far as you are concerned for DSA, if any-
body has any complaints with respect to or runs out of stock on an
item that GSA handles, that is GSA’s problem and you simply——

Admiral Hapvock. Yes, sir.

Mr. Danrin (continuing). You simply send them out the door with
it?

Admiral Happock. We have a further responsibility. We have a re-
sponsibility to establish these arrangements with GSA, and we have
the further responsibility assigned to us to monitor the effectiveness of
GSA’s support, and we were involved in some of this early in the
Vietnam situation. :

Obviously GSA had the same kind of problems we did in meeting
the tremendously expanded demand. However, I know we can say,
and I think the services would agree, that GSA recovered well and is
now giving them good support in those items for which they are
responsible,

Mr. Danrin. Do you continue to monitor?

Admiral Habpock. Yes, sir. It is a spot monitoring basis, largely
looking at GSA via our service consumers.

M@r. Damuin. So that if anyone has any complaints, they do come to
you !

Admiral Happock. Yes, sir. :

Mr. DanriN. To tell you that they are not getting proper support in
a given area?

Admiral Happocx. Yes.
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Mr. Danrain. Have you had any such complaints?

‘Admiral Happock. Not since 1965-66, early on in the Vietnam
buildup.

Mr. Danurn. Have handtools become critical at any time because
of Vietnam needs?

Admiral Happock. Handtools, I think the whole range, practically
the whole range of GSA’s items as well as ours became reasonably
critical during the Vietnam buildup, early stages of it, and there were
some difficulties then.

Mr. Darran. Admiral, how does the Defense Documentation Center
fit into the rest of DSA operations? Does it have any functions that
relate to any of your other activities or is it simply confined to this one
area, of being a repository in providing copies to all users?

Tt does not handle any of your procurement-type information and
that sort of thing ; does it

‘Admiral Happock. No, sir. I think it is strictly a service operation.
We do have a considerable amount of data processing expertise in our
headquarters staff, and we are able to help the Defense Documentation
Center automate their indexes and automate their response to queries
by users and so forth.

Tt is not directly related to the balance of our mission.

DSA/ADP SYSTEMS

Mr. Danran. Perhaps Mr. Rimkus could at this time go over the full
range of ADP efforts that DSA has undertaken.

Could you describe both, in a document sense and the processes?

Mr. Rimxus. You mean cover the entire DSA range?

Mr. DaxniN. Yes.

Mr. Rivkus. I mi%‘ht break it out into two phases.

One is what we call our uniform automatic data processing system
(UADPS) efforts, where we employ uniform systems of multiple
installations.

Admiral Haddock has mentioned the mechanization of warehousing
and shipment procedures. We use the acronym MOWASP for this
system which. covers our depot operations. We have implemented this
system at four of our seven depots.

In addition, for our inventory control points, which we call supply
centers, we have another program which we call the standard auto-
mated material management system, or the acronym SAMMS. At this
point in time we are in the programing and testing stage, hoping to
have the system operational at our first center in January 1969 at the
Defense Construction Supply Center, Columbus, Ohio.

Mr. Damrix. Is that an effort to solve some of the problems of the
construction area by backing it up with automated equipment.? Has
that been part of the problem in the past?

Mr. Rivrkus. This will provide a standard system across the board
for all of our inventory control points, in addition to standard
hardware.

Mr. Danrin. Are you starting the installations at those areas that
have been having trouble or at those centers that have been having
trouble with this?
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Mr. Rimxus. Defense Construction Supply Center was picked be-
cause of its colocation to our Data Systems Automation Oftice, which is
the central programing office.

In addition to these two UADPS efforts, Admiral Haddock briefly
mentioned another in the contract administration area. We have an
Interim mechanization of contract administration services project, in
which we are providing a uniform system and standard equipment at
11 contract administration service regions. Full implementation will
be attained during July 1968. : ‘

By July 1979 we hope to implement Military Standard Contract
Administration Services (MILSCAP) at our regions so that we have
proper interface with the military services buying offices as ‘well as
their inventory managers.

Mr. DamnN. Your uniform automatic data processing, that you
referred to, is not the same as the Navy’s—even though they are using
the same initials or name. You are not buying the same equipment or
coordinating with them ?

‘Admiral Happock. No.

Mr. Rimxus. No, sir. '
~ All of these, all of these three systems that T have mentioned, are
based on guidelines and procedures established for the DOD milit
standard data systems (MILSTRIP, MILSTRAP, MILSTAMP, and
MILSCAP). These provide the media for communication between
and among the military services and DSA, and to insure compatibility
of their systems. The DOD Military Standard Data Systems provide
the military services and DSA basic tools, or the basic foundation upon
which to build their internal systems. '

In addition to these three major UADPS efforts, we have one other
program that is scheduled for implementation next year which we call
the automated pay and cost accounting and personnel management
system.

yThe acronym we use is APCAPS. This one is also being centrally
designed by our Columbus office and will have application to all DSA
activities. ’

In addition to uniform systems for the multiple installation, we have
what we call one-of-a-kind installations. We have three of these; name-
ly, the Defense Logistics Services Center at Battle Creek, where we
have a large facility engaged primarily in the cataloging, materiel
utilization, disposal operations, and a data bank for item information.

Next, the Defense Documentation Center, which was discussed
briefly, located at Cameron Station.

And the Defense Industrial Plant Equipment Center at Memphis,
which manages industrial production equipment.

These organizations do their own systems design and programing
at the individual installations rather than depend on the central pro-
graming office which is concerned with uniform systems.

DEFENSE AUTOMATIC ADDRESSING SYSTEM

One other mission which I failed to address, which was assigned to
DSA by the DOD in 1965, was the Defense Automatic Addressing
System. This system operates at two locations, Dayton, Ohio, and Sac-
ramento, Calif., comprising a total of five system facilities.
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These facilities were established to automatically address and route
requisitions and supply transactions from the military service cus-
tomer to the appropriate inventory manager. This is done utilizing
computer techniques.

We have found over the years with this item management transition
between the servicesto DSA and to GSA—

Mr. Darrin. Nobody but the machine knows where to send the
requisition now ; isthat the point?

Mr. Rinkus. No.

The catalog information still goes out to the customers, but there
is a timelag in getting this information to the individual customer. So
that in the event a requisition has the wrong addressee, by routing it
through the Defense Automatic Addressing System it will mechani-
cally check to see if the proper address or the proper inventory man-
ager is indicated on the requisition. If not, it will correct and route it to
the proper inventory manager, and then report back to the requisition-
ing activity that this item 1s no longer managed by the Defense Elec-
tronic Supply Center as an example, but is now managed by the GSA
or by a particular service inventory manager. o

This system started in 1965, but 1s not implemented across the De-
partment of Defense as yet. Hopefully in the latter part of fiscal year
1969 it will be implemented across the DOD spectrum as well as the
GSA activities.

Mr. Damrin. Is that where everybody’s requisition has to go first
nowadays? It has to go through the readdressing center to make sure
it is going to the right place?

‘Admiral FHappock. When the system is completed.

Mr. Dasrin. Arethey coming through there now ?

Mr. Rivkus. A good number are. The Army particularly has con-
siderable subscribers to the system. The operation is accomplished in
microseconds and the requisitions are automatically addressed by the
computer. ‘

Mr. Damrin. Is this cards, tape? What 1s going through?

Mr. Rimxus. Supply transactions flow through UTODIN chan-
nels. The information is received in the computer from AUTODIN,
checked and if it is properly addressed, the data is transmitted again
through AUTODIN to the inventory manager. It will come out either
on tape or card, depending on his capability to receive it. Primarily
card out put as a rule. ,
ENGINEERING DATA

Mr. Dampnin. One of the significant gaps in the past—one of the
programs that never came to be, let me put it—was the so-called
engineering data documentation system. 1 believe you transferred
that out to Defense along with the standardization program, because
it never got anywhere. It has always been hoped that somebody would
get control of the engineering data and put it on microfilm or some-
thing.

H%s DSA tried to do anything about that problem or has that been
permanently transferred up to the next echelon !

Admiral Happock. Well, any manager I think dealing with supply
items is concerned about technical information. He needs an adequate
description of what it is he is stocking or procuring. He might even
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need to know what equipments this part fits on in order to be able
to buy it intelligently. He needs a lot of technical information to
catalog the item, to decide whether it is an item that is already in
stock or is a unique new item.

We expend a lot of effort at our centers, in the technical operations
groups directorates of these centers in seeking complete technical
information on our items, hopefully during provisioning, and if we
fail there, to get it later. ,

Admittedly, particularly since Vietnam, we have a lot of requests
for items that we never saw before, and we do not have the technical
information on the items. In those cases we were fortunate if we
got the original manufacturer’s name and the component that orig-
inally fitted on it. But we spend a lot of our time getting technical
information primarily for cataloging purposes, and as well as for
filling in our basic data file in Battle Creek, so that we will know all
there is to know about the characteristics of all the items we manage.

Mr. Danrin. Who is supposed to keep it; the Logistics Service
Center at Battle Creek is supposed to keep all the technical informa-
tion that you have?

Admiral Hapbock. All the item characteristic information that we
have for use in cataloging, for use in the utilization program, for
use in offering substitutes or interchangeable items to service provision-
ing requirements. And hopefully sometime in the future for use by
designers of military hardware, so that we will use items we already
have in the system, rather than inventing new ones.

Mr. Damvin. That was always the hope of the documentation
system ?

Admiral Hapbock. Yes.

Mr. Danuin. But you still have no documents, and as you say, you
could not even provide your people with a picture of what they ‘are
buying so that they could have some idea of its complexity.

Is that what got you into the problems in the small purchase area ?

Admiral Happock. This was a significant part of our problem. I
happened to be at Columbus at the time. We were buying items that
we did not recognize, have any visual recognition of. We had a part
number and a manufacturer.” We were under pressure to get these
items quickly, and sometimes, as you know, we paid more than we
should have for them.

SMALL PURCHASE PROCEDURES

Mr. Rosack. You might at this point tell us what new controls have
been directed toward the small purchase area.

Admiral Happock. This problem is being addressed by OSD and
DOD as a whole.

I will speak to DSA actions. We first sent our small purchase buyers
to school; we trained as well some of our own instructors at school.
We have required that any small purchase, contrary to recent past
practice, must be approved by at least one review echelon before it
finally becomes an award.

We have endeavored, spent a lot of time endeavoring to assure that
our small-purchase people have all the documentation descriptive
information on the items they are dealing with that is available, in-
cluding contractors’ catalogs, our own descriptions, and so forth.
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We took two samples, one at the time we were getting the most
publicity about our small purchase, which indicated the statistical
likelihood that we might have made abad purchase.

Later, after we had taken these steps, we took another sample, and
found that we had improved in the process, because of these actions
we had taken. The improvement was an order of magnitude. At the
first sample we took, we found that the odds were 93.5 percent that
our buys, small buys, were reasonably priced.

The next sampie we took we found that the odds were that
97.5 to 99.2 percent of the time our buys were reasonably priced, and
we will continue to emphasize this area, primarily through the train-
ing of people. .

Mr. Roeack. Do grou have any way of making computer checks on
unreasonable prices?

Admiral Happock. We do this after the fact, and we have for some
time, but the horse is already out of the barn by the time that you
find that this contractor has been overpricing by comparison with

Mr. Rosack. There has been some interest in legislation or ASPR
changes with regard to most favored customer pricing. Is there any
development there?

Admiral Happock. This is one other requirement we have. Where
we have no other means of assuring that we get a good price, we require
the contractor to warrant to us that we are getting as good or better
a price as any other of his customers. There are variations on this war-
ranty, but we do require it.

MT. RoBack. It is required only selectively in contracts?

‘Admiral Happock. Well, if we have competition or for other reasons
we can assume that we are getting a good price, then we do not re-
quire it. But if it is a sole-source buy, and we have no earlier price
history, we will require this warranty.

TRUTH-IN-NEGOTIATIONS ACT

Mr. Rosack. What is the DSA doing in improving the truth-in-
negotiations certification and verification process?

Admiral Happock. T cannot really speak on that. We are complying
with or are involved with OSD in developing actions, and we are
complying with OSD policies and procedures on the subject.

Mr. Rosack. Various recommendations growing out of General
Accounting Office reports?

Admiral Happock. Yes, sir.

Mr. Roeack. Do you have a special activity going here? You might
submit a statement on that.

Admiral Haopock. All right, sir.

T do know that we have sent teams around to train our procure-
ment and contract administration people on the requirements of the
Trith-in-Negotiations Act, but that is as far as T can go on it.

(The information requested follows })

DSA is aggressively pursuing compliance with Public Law 87-653, truth
in negotiation.

Procurement personnel have been counseled on revisions to ASPR which
provide for access to contractor records on cost performance of noncompetitive
fixed-price contracts; for more precise statements on requirements for cost or
pricing data ; and the need for careful evaluation of contract pricing proposals—
DD Form 633.
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Intensified training sessions have been conducted at every Defense supply
center to stress the importance of compliance with the act and to fully explain
requirements of such compliance. File documentation and preparation of price
negotiation memoranda were emphasized.

Compliance with the requirements of the act has been stressed in contract
reviews performed by the contract review office and by on-sight reviews by
the procurement management review team. Further training has been given to
the specialized areas on a selective basis to correct deficiencies noted in these
reviews.

All centers were sent detailed guidance on the determination of adequacy of
factual data upon which a contractor’s estimate is based. Actual case analyses
were included in the examples.

Contract administration services personnel in the field have been:

a. Issued guidance for the proper documentation and indexing of price analysis.

b. Provided with a “check list” to assure that requirements of the law are
complied with.

¢. Provided additional training on the application of the law. Provision has
been made for the procurement contracting officer to submit feedback informa-
tion on the adequacy of pricing data.

The “Contract Administration Operational Manual” has been revised to—

@. Prohibit approval of prime contractor procurement systems which fail to
comply with the law.

b. Prohibit approval of individual contractor purchases which do not comply
with the law.

The DSA auditor general is continuing to concentrate on compliance with the
law during his audits and inspections of DSA activities.

SUPPLY OF ARMORED VESTS

Mr. DasriN. Admiral, on page 12 of your statement you talk about
difficulties or shortages on some items such as armored vests. We
heard that there is a repair operation on Okinawa, for instance, where
the Army contracts to take apart armored vests and rework them to
put them back into use.

Have you examined the possibilities for DSA undertaking this
type of operation—and perhaps on a cross-service basis—for repair
and rework of this kind of item, where it is relatively simple and you
can perform cross-agency functions perhaps more conveniently ?

Admiral Happock. We do perform in-house or by contract many
repair operations, and specifically in the area of clothing, and this
body armor is in the area of clothine.

Generally though, we do this when the services have turned the
used material back to us, and we make a determination that it is
cheaper or faster or both to repair the item rather than to buy new.

These are not coming back to our system now, because the Army
is in such dire need of them they are trying to repair them in the
field themselves. Undoubtedly we could” do it. Our problem here
was simply that with the Tet offensive, people in bases, Air Force
people who had not worn body armor before, a lot of people in
Vietnam who had not wanted body armor suddenly wanted it. We
were stocking this only to support projected Army-Marine Corps
requirements, and suddenly our requirements for it just expanded
all out of reason, and we were drawn down.

We expect deliveries in the next 6 months, so we will get back in
position to support the requirements. We will be out of the woods on
body armor in October of 1968, so we have another 6 months or so
to go.

Mr. Horrrrern. Is that body armor quite effective?
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Admiral Happock. I can only deduce this from the fact that the
troops all want it now, sir. ) )

Mr. Horrrrerp. What type of bullet will it take care of—the rifle
AKA4T? |

‘Admiral Happock. I am not qualified to answer that, sir.

Mr. DaprLin. You can perhaps get the answer to that for the record,
Admiral.

Admiral Happock. Yes.

(The information requested follows:)

The body armor currently being procured by DSA for issue to troops in Viet-
nam, Federal stock No. 84708237370 series, is a fragmentation type vest and will
not protect against direct hits by small-arms fire. It is capable of defeating
shrapnel falling within a relatively wide range of fragment size and impact
velocity.

POL SUPPLY

Mr. Danrin. On page 13 of your statement you mentioned there was
no significant supply problem in the case of fuel support in the Far
Tast—General Hedlund found this. You spoke of the transfer of re-
sponsibility being at the water’s edge—that is to say, when you turn
your fuel over to a service facility, then you lose the responsibility for
it.

How is that divided as between your office and MSTS, particularly in
this very complex situation where you have to sometimes run the tank-
ers up and down at multiple dropoff points and this sort of problem ?

Admiral Happock. Fuel is one of the exceptions, I think T stated, to
the release of our responsibility at the continental limits, water’s edge.
For fuel, we buy projected requirements from the services; and at the
same time, as part of the procurement action, we also arrange for the
tanker delivery of it on schedules as required to overseas or continental
service storage points. The Defense Fuel Supply Center makes this
delivery, contracts with MST'S or commercial lines as available to effect
these deliveries to overseas storage points, whether they be in Japan,
Vietnam, the Philippines or wherever.

" Mr. Daurin. Your fuel supply office does that?

Admiral Happock. Yes, sir.

Mr. Danrin. The Army pointed out that it was responsible inside
country, I take it, for POL supply toall of the services. Does that mean
your people are all here in Washington, or do you have some in the
field on this problem ?

Admiral Happock. We have inspectors in the field, but within
Vietnam, for example, or within Korea, once we deliver it to the
shoreside terminal point in Korea or in Vietnam, then the Army is
responsible for in-country redistribution generally by trucks or pipe-
lines.

Mr. Danrix. But if a shipment does not make it up the river or it
is blown up or something, it is still with you until it is delivered to
the combat zone?

Admiral Happock. It is our responsibility until delivered; yes, sir.

Mr. Danrx. How do you work along with the JOS responsibilities
in this area? Is that coordination all here in ‘Washington or is some
of that in the field too ?

Admiral Happock. Generally the requirement for POL and the
schedule of the requirement is generated by joint petroleum offices,
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one in CINCPAC. Similarly every joint command has its joint petro-
leum office.

These people who are the ones who have the usage in the forward
area and the stock status, project what the requirements by type of
product will be in the future and they schedule when they want the
product by type laid down.

Then it is up to the Defense Fuel Supply Center to procure these
products, and arrange for the delivery on the projected schedule.

Of course, these slates as they are called, which come from the
joint petroleum offices, get changed periodically, and we may have
to change our contracts for product and our contracts for lift to con-
form with them, and do so pretty regularly. ,

Mr. Dannin. Is it your responsibility, or MSTS’ responsibility,
if you get a delivery offshore in the country and there is not enough
storage to put it into one spot ? Who decides whether to move it up and
down the coast ? Is that Army or is that you ?

Admiral Habpock. In that case the joint command decides where
they would want it. We might assist them in the decision, but basically
it is their responsibility to tell us where to put it.

Mr. Danrin. But you do have the problem ?

Admiral Habpocxk. Yes, sir; we will have to arrange for the change
of destination.

GENERATOR REPATR PARTS

Mr. Danuin. In connection with the construction supplies and
equipment that you say give you the most difficult support problems,
Admiral, are these areas of construction equipment, and material han-
dling, and power generating, that you mention, all equally trouble-
some? Or is one of those more troublesome than the others?

Admiral Happock. I think probably the most difficulty we have had
is with materials handling equipment repair parts, power generator
parts, and construction equipment repair parts.

The construction equipment repair parts and the materials han-
dling equipment repair parts, for the reason that these equipments
just got usage in Vietnam early on such as they never had before.
Many of them were equipments that we had not stocked parts for
when they were operated in continental United States, and we got
way behind on this, and they are parts that are hard to get from a
manufacturer in a short time.

The power generating equipment had these same kinds of prob-
lems, but in addition, we had a multitude of differing types of old and
obsolescent power and generating equipment sent to Vietnam to
take care of the requirement. Many of these had not been in manufac-
ture for years, and we had difficulty finding anyone who would make
the parts. :

Mr. Horrrrerp. Were these items that were manufactured to pecu-
liar specifications of the services rather than the standard items used
in commereial practice ?

Admiral Happock. In some cases, sir, yes.

Myr. Horrrrero. I wonder to what extent the standardization pro-
gram has advanced to the point where you can use standard com-
mercial specifications for different types of equipment, nuts and bolts
and all that sort of thing. Tt would seem to me that wherever possible,
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1Zou should use the commercial equipment on the basis that you would
ave access to parts for a longer time than you would have with
peculiar items.

Admiral Happock. We would like to get there, sir, but we are not
there yet by any means. The OSD, with the Army taking the lead,
now has a program to attempt to standardize power generators, So
that for the future at least we will have not so many types to be
supported, and hopefully they will be standard types.

Mr. Dasrax. The word “standardized” has always simply meant
to the Army that you get a new model and call it standard and then
a few years later you get another standard. That is not quite what
you are talking about ?

Admiral Happock. No, sir.

Mr. Danrin, On standardization ?

A dmiral Haopock. No.

Mr. Danrin. The Air Force had a standardization program for
generators here for a while. Now you say the Army is going to take
the lead this time?

‘Admiral Habpock. In power generating equipment ; yes, sir.

Mr. Danrin. How much of this is your responsibility and how much
isthe services’?

‘Admiral Happock. In the equipments themselves, the standardiza-
tion of power generators will be the Army’s responsibility with the
assistance of representatives of the other services. We have a repre-
sentative working with this group. :

Mr. Danrix. Is your main concern the fact that you will have parts
support ?

Admiral Happock. Yes, sir.

Mr. Darrix. For these new models?

Admiral Hapbock. Yes, sir.

Mr. DanriN. Whatever they may be?

‘Admiral Happock. That is right ; yes, sir.

Mr. Damrin. Are you going to have any leverage to try to get com-
mon parts among the models, or is that entirely the Army’s
responsibility ?

Admiral Happock. The Secretary of Defense himself was knowl-
edgeable of the problem we have with power generating equipment in
Vietnam. From his office there is a lot of pressure to get this standardi-
zation for the future, and the attempt really was started with the hope
that we would get standardization of these equipments, standard
equipments deployed to Vietnam, and to some degree this has been
accomplished.

Mr. Horrrrerp. In your Vietnam operation you were faced with, T
imagine, the necessity or the advisability of utilizing surplus items
that were in inventory.

‘Admiral Happock. The Army needed any equipment that was
available.

Mr. Horirrerp. Possibly stored from World War I1°

‘Admiral Happock. Yes, sir; it well could have been.

Mr. Hovrrrerp. Any of the motors and generators?

Admiral Happock. Yes, sir.

Mr. Hortrrerp. Many date back to that point?

Admiral Happock. Yes.
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Mr. Damrin. In connection with the chairman’s prior question, to
what extent has it been possible to use commercial-type generators in
Vietnam or of the voltages and cycles, et cetera ; have they simply been
too difficult to make it possible to do that?

Admiral Habpock. I do not believe I could give a precise answer to
that. T will try to submit one for the record.

(The information requested follows :)

Electric power requirements necessitated both montactical (commercial) and
tactical (military Specification) generators. Nontactical generators are used at
fixed installations. Tactical generators are used in the field whenever military
operational characteristics are required. Nontactical generators account for ap-
proximately 47.7 percent and tactical generators account for 52.3 percent of the
total power equipment deployed to Vietnam to date.

Mr. DamraN. Do you buy any generators as end items, or do you stock
any of the parts? ;

Admiral Happock. The construction supply center does stock some
generators as supplies. This is somewhat of a, happenstance, due to the
fact that when we took over some of the Army supply functions, we
rather inadvertently took over the small equipments  and some re-
pairables, which normally we would not expect to stock.

" We are offering these kinds of supply items back to the Army now,
but in the interim period we still are supporting, stocking some
generators.

Mr. Darmiv. You are offering the end items back ?

Admiral Happook. Yes.

. Mr;é Damin. It is still the policy that you do not handle any end
items ? :

h'Admira'l Happock. That is right. We do not think we should handle
these. '

‘Mr. Darrin. Why do you not think you should handle them? Just
ofthand ¢ ' ' :

Admiral Hapbock. For these reasons——

’hMr. Damrin. Apart from the fact that your directive may deal with
that. ’ :

- Admiral Happock. No. ‘ ’

Mr. Danuin. The question of whether there should be any proposal
that some things might be more appropriate for handling. How has
that problem been reviewed ? ‘

Admiral Habpock. Equipments and major repairables, depot level
repairables, these are things that can be repaired and reused time after
time within the service. ,

We rfeel that the service which has depot level repair capability,
knows how the equipments are being used, and can anticipate their.
return for rebuild in lieu of procuring the projected demand, is in a
much better position than us to manage them. And also the service
which can exercise some disciplinary control over their forward units
to see that they do return these items for repair as soon as they are
inoperative or removed from a major equipment. o

We feel that a service therefore is in a much better shape than DSA
to manage these as repairables. We do not have maintenance depots.
We do not really have a handle on the forward area operators to make
certain that they do return these things for repair rather than just
requisition a new one, and hence we think we should not be attempting
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to do the depot level repair of these items, nor be responsible for seeing
that they are returned for repair.
Mr. Danrin. In other words, for the future, if there is a generator
roblem of some consequence, it would be the concept that the services
would still be responsible for repair. And even if 1t is the same gen-

erator across the three services, if they are going to have any coordina-
tion they would have to do it on a single service assignment, that sort
of thing'?

Admiral Happock. Yes, sir; except that the Army and the other
services are working on a coordinated depot maintenance program
for generators. :

Mr. Danuin. If it were, let us say, more economical to repair all of
some particular type generator at one point, then that still would not
be a DSA problem? That would be a matter for the services?

Admiral Happock. Yes, in coordination and with OSD guidance.

Mr. Dampin. To arrange among themselves?

Admiral Habpock. Yes.

Mr. Danrin. That is the basic concept. ' : ;

Have you looked at this from the point of view of all of your repair-
able excess and surplus items, to see if there are any places where the
DSA might provide a better service by setting up some sort of central
maintenance to put things back into shape for use by one agency or
another ¢ :

‘Admiral Happock. We have not really looked at this; no, sir.

Mr. Danran. GSA, as T understand it, in the limited area in which
it operates, went fairly early into the game of repairing—say office
furniture—where it was a commodity that could be reused or where
it was more economical to repair it first rather than junk it and let
it go. Sometimes you could mot make an estimate of the real value of
the material until it was repaired.

Has that been reexamined lately, that problem? :

‘Admiral Happock. We in DSA do do repair to that extent. We des-
ignate some of our items which may not ge depot level repair items
from the viewpoint of the services, but our engineers, our technicians
will say, “If we get these items in an unfit for issue condition returned
to us, we can more quickly and more economically repair them and put
them in stock than to make a new buy.”

So in our catalogs we code these kinds of items to say to the service
users, “If you return these items to us in economically repairable con-
dition, even though used, we will give you a certain percentage credit
for them.” ,

When those do show up in our system then, we either repair them
in-house if we have the capability, make an arrangement with the
Army, Navy, or Air Force maintenance facility to repair them for us
at a cost, or make a contract to have them repaired.

Mr. Dannin. Have you made any job training contracts to have
them repaired, along that line? Are these fairly simple, are they com-
plex, or what?

‘Admiral Happock. It could be repair of generators or repair of
transmissions, forklift truck transmissions. Early on in Vietnam, at
Construction Supply Center, we had occasion, where we just could not
get some of these items from procurement fast enough, to go to the
Vietnam commanders and ask them to get these repairables back to
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us, so we could get them repaired, and to that extent we are involved
in a repair program. We do not in our requirements computations,
however, anticipate, as you would in aviation repair parts, that engines
are going to come back to us on some projected schedule, so that we
can offset this return and repair against future requirements, which
1s the thing the services do with equipments and repairables.

MANAGEMENT OF FOREIGN EXCESS

Mr. Danrin. What about the question of all of the management of
the foreign excess problem ? Have your systems people or has anybody
exercised this question in their recent past of how the best job can be
done at identifying, handling, and eventually doing something with
all the foreign excess that is generated ¢

Could DSA do anything to attack that problem, or have you studied
it? '

Admiral Happock. As I indicated earlier, we have been working
now for about 9 months with the Army, who is the executive agent for
this effort in the Pacific. :

Mr. Damnin. Only in the Pacific ?

Admiral Havpock. Yes, sir.

Mr. DanLiN. You have not touched Europe—

Admiral Habpbock. No, sir. The Air Force——

Mr. DanLin. As far as DSA?

Admiral Happock. The Air Force has this responsibility in Eu-
rope, as you know, to identify activity excesses, try to get them re-
utilized. Finally, if there is no utilization, to dispose of them.

Mr. Danrin. Does the Air Force use a facility like your DLSC
at Battle Creek to do that kind of work? What does it do?

Admiral Habpock. They have a somewhat similar procedure set
up, about to be established.

Mr. DamLiN. About to be established ?

Admiral Happocx. The responsibility was given to them some time
ago.

Mr. Danrun. Did you get them an excess computer to set up a
facility or have they got plenty of their own ?

Admiral Happock. I probably could, since we are in the business
of computer reutilization, but all I know is that they have a procedure
somewhat like DLSC set up for the European theater, about to be
implemented for the utilization and disposal program in Europe.

Mr. DanniN. There has not been any coordination between the
DSA and USAF Europe to see what might be worthwhile?

Admiral Happock. Not specifically ; no, sir.

DCAS ROLE

- Mr. Dasuin. What is the relative proportion of personnel and
man-hours broken out between your Contract Administration Services
and the rest of DSA? DCA has a pretty large trunk now.
Admiral Happock. DSA in total is slightly over 59,000 military and
civilian. Defense contract administration of this is something over
23,000 people, so it is pretty large in our operation. :
Mr. Danuin. What are the responsibilities of the executive director
for production in DCA and your executive director for procurement



250

and production under the rest of DSA? How do those offices mesh
and divide the job? ‘

Admiral Hapbock. Our procurement and production directorate is
primarily concerned with the procurement processes in DSA. centers.

Mr. Darrin. In DSA centers? ,

Admiral Happock. How they are going, how they do their business.
The production piece of it is primarily involved with production
planning for specific products or industrial mobilization production
planning.

On the other hand, the DCAS production directorate is concerned
with the overseeing, giving staff direction to the contract administra-
tion production people in the contractor’s plants in the field.

In the case of a big contractor, we will have production men in
there all the time. In the case of a smaller contractor, we will have
production people from DCAS going around periodically to these
plants. They are concerned with: ,

hMr. ‘DanuiN. They are concerned with DSA  contracts too,
though—

Admiral Happock. Yes, sir.

Mr. Damrin. On that side, are they not ?

Admiral Happock. That is right, yes, sir; all the DSA contracts
with few exceptions are administered by the Contract Administra-
tion Service.

Mr. Danvin. But the production as far as the executive director for
procurement and production is mainly in-house ?

Admiral Happock. That is right. L

Mr. Damnin. Are these two animals really sort of forced under the
same tent ?

At how many points do these functions actually meet, the Contract
Administration Services and the rest of DSA ?

Admiral Happock. We, of course, have a common staff in DSA,
the elements you would expect, the Comptroller’s staff, the civilian
personnel staff, the military personnel staff, my own staif, plans, pro-
grams and systems. ‘

“We are able particularly in the automation area to give the con-
tract administration staff a lot of assistance and help here that they
otherwise would have to do for themselves, if they were separated.

Mr. Damnin. It is mainly that overhead office——-_

‘Admiral Happock. Yes, sir. ;

Mcr. Damin., That part of the overhead——

Admiral Hapbpock. Yes, sir. ~

Mr. Dantix (continuing). That they would otherwise have to have
as a separate agency ? | ‘

Admiral Happock. I think there is also an intangible advantage
in the DCAS headquarters staff being a part of DSA in working
with the supply and procurement people of DSA, because our prob-
lems related to contract administration are the same as the service
procurement officer’s problems with contract administration, and to-
gether we can perhaps, being under the same tent, perhaps work these’
problems out more easily.

Mr. DanniN. Does this colocation give any advantage in the area
that was talked about before with Mr. Roback, with respect to pricing
and understanding of what the items are in this? :
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~ Is there any benefit that flows in that respect giving more technical
help to some of the contracting people?

Admiral Happock. I do not quite recognize that as an advantage.
During the times when we were having difficulty gettin, production,
we were able to use contract administration services people to expedite
critical items for us through production.

INDUSTRIAL PRODUCTION EQUIPMENT

Mr. Roack. Let me ask a question, Admiral.

Do you have charge now of the inventory of industrial equipment?

Admiral Habpock. Yes, sir.

Mr. RoBack. Does that include the national inventorgr and the De-
fense inventory? I mean do you have the total control ?

Admiral Habbock. No, sir; it is not quite that simply stated.

Mr. Rosack. Who has what you donot have?

Admiral Happock. We have this responsibility : for items which are
identified as industrial plant equipment and the identification pri-
marily involves metalworking tools over $1,000.

Mr. RoBack. Are these in-plant ?

Admiral Happock. In contractor’s plants primarily.

Mr. RoBack. You do not have control of the equipment stockpile ?

Admiral Happock. No.

Mr. RoBack. Machine tools ?

Admiral Happocxk. No, sir.

Mr. Roeack. Or anything like that ?

Admiral Hapbook. No, sir.

Mr. Rosack. You just have control over the in-plant Government-
owned equipment ?

Admiral Happook. Yes, sir.

Mr. Rosack. Of certain kinds?

Admiral Happook. Yes, sir; that is right.

Mr. RoBack. The rest of it is managed by the services ¢

Admiral Hapboek. Yes, sir; and our primary purpose in being in-
volved here is to know what is available in these plants, to remove them
from plants, and hold them in store, in some cases renovate them, and
to supply these assets, make these assets available to meet either a
military requirement or a DOD contract requirement for the future.

Mr. Roeack. Have all equipments been allocated, assigned as among
the services and yourself?

In other words, is there an inventory of all this? Do you know what
you own or what you manage right now?

Admiral Happock. We have centrally at the Defense Industrial
Plant Equipment Center an inventory, which is as good as any inven-
tory I guess, and maybe a little better, since we are in the process
of reconciling it now with contractors, of what these items are in the
contractors’ plants, and in our own storage facilities.

Mr. RoBack. Does that mean for all the services, all Government-
owned, or only for what you are managing ?

Admiral Haopook. All Government-owned.

Mgr. Roeack. Theoretically you know where the material is and what
itis?

97-475—68——17
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Admiral Happock. Yes, sir. _

Mr. Roeack. And are you responsible for the problem of rental and
permissive commercial use and other problems that have come up with
respect to Government-owned equipment ?

‘Admiral Happock. Well, we are involved in attempting solutions
to these problems with OSD and the other services, and of course the
Defense Contract Administration Service plays a large part in this.

For example, under OSD guidance, we are now conducting a test
with 22 contractors I think, large contractors, to determine what it
would cost them and us, if they maintained machine-by-machine uti-
Jization records. This has not been done before. But we will test it with
these.

Mr. RoBack. So see whether that kind of—

‘Admiral Happock. Whether it is reasonable.

Mr. Roeack. If recordkeeping is economic?

‘Admiral Happock. Yes, if it 1s reasonable to expect or would it cost
the contractor and hence us so much money that it would not be
worthwhile.

As I indicated, we are also involved right now for most of the con-
tractors’ plants in an inventory of his equipment, industrial plant
equipment, and_reconciliation of this inventory record with our cen-
tral records at the Defense Industrial Plant Equipment Center.

Mr. RoBack. Do you have a program to sell equipment to the con-
tractors in accord with a policy that there should be as much contrac-
tor-owned equipment as possible in performing Government contracts.

‘Admiral Happock. OSD has a policy enunciated recently that dis-

courages from here on out, furnis%ing equipment to contractors, and
encouraging the contractor to buy his own, except in exceptional
cases. :
Tt also prohibits us from here on out furnishing plant equipment
under $1,000 in unit price to a contractor, this under the assumption
I guess that if it is only $1,000 he can finance his operation himself.
They are working with the office—

Mr. RoBack. This would be true even if it was special purpose
equipment used only under Government contract ?

‘Admiral Happock. Of course there are special exceptions to all these
general statements, but by and large I do not think there was an ex-
ception on the $1,000 limitation. There were exceptions on the general
injunction not to furnish plant equipment to a_contractor, for those
cases where we could not get the item we wanted any other way.

For example, there is a lot of changing in this area, even with re-
spect to DIPEC’s responsibility, there is now a proposal by Mr. Mor-
ris being considered by the services which would increase DIPEC’s
res(g;onsibility vis-a-vis industrial plant equipment, test equipment,
and other equipment in the hands of contractors.

Mr. RoBack. You are familiar with the General Accounting Office
information that was developed on commercial use of Government
equipment which was not fully compensated ?

Admiral Happock. Yes, sir.

Mr. Rosack. What is your impression of that information, of that
material, as it was presented to a committee ?
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I mean, do you think that there is widespread abuse or do you think
that there is not any good information on it, or what?

Admiral Happock. Well, the reason we are making this test on
machine-by-machine utilization is, we really do not think there is any
good information as of now. I assume that

Mr. Ropack. What is it—go ahead and finish your statement.

Admiral Happock. I am sure the specific cases cited by the GAO
were factual, but I cannot extrapolate this across the whole industry.

Mr. Roeack. What is the ordinary practice now with respect to
commercial use?

For example, let us say that a company has a Government-owned
heavy press for aircraft frames and it might want to use that for com-
mercial purposes. Now how does the Government collect revenue, get
any royalties or rents for such use ?

Is it a mere matter of contractor reporting and accepted by the
Government as such ¢

Admiral Hapbock. Yes, sir.

The procurement officer generally lays down in the contract the
rules ofP the game. In some cases the procurement officer will say that
a certain percentage of time the contractor is permitted to use the
machine on his commercial work. The prices, the rates at which he
will have to pay for commercial work are generally laid down by
Office of Emergency Planning (OEP) guidelines.

These guidelines leave something to be desired, and the Office, Sec-
retary of Defense, and OEP are now working to make these more
definitive.

Mr. Ropack. You mean OEP actually prescribes rental rates?

Admiral Habpock. They furnish the guidelines by which the pro-
curement, officer is supposed to prescribe rental rates. There has been
apparently a little bit of ambiguity in these guidelines.

Mr. Ropack. Why would they be concerned ¢ In what sense does that
bear on mobilization, that is to say, the rental ?

Admiral Happock. This tooling I guess is a part of mobilization
preparedness.

Mr. RoBack. Say that again ?

Admiral Happock. The tooling itself represents a mobilization
potential.

Mr. Roeack. I know it does. Of course there might be a mobilization
impact as to the degree to which the material, the equipment, is tied
up in commercial use. There would be an obvious mobilization im-
pact, but what about the rentals? Are they related to that?

Admiral Happock. I cannot honestly state why they have this re-
sponsibility except that they do haveit. -

Mr. Rosack. Has that responsibility been shifted to you?

Admiral Hapbock. No, sir.

Mr. Rosack. They still have it ? _

Admiral Happock. OSD is working with them now to try to get
clarification of these guidelines, and a modernization of the Trates to
make the rates reflect a little more what the cost should be.

~ Mr. Ropack. You might present a brief statement as to what the

problem is.
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Admiral Happock. Yes, sir.

Mr. Ropack. And what is being done about it now.
Admiral Happook. Yes, sir.

(The information requested follows:)

The problems relating to the use and rental of Government-owned industrial
plant equipment involve two policy areas. GAO review concluded that OEP
approval was not being obtained when use of Government-owned equipment on.
commercial work was anticipated to exceed 25 percent and further that clarifi-
cation as to the intent of the ASPR 13-405, which sets forth the requirement for
QEP approval, was needed. GAO interpreted it to mean machine by machine,
whereas administrative contracting officers interpreted it to mean total facilities
package. !

GAO also found that although uniform rates for rental of Government-owned
machines had been prescribed, various bases upon which the rent payments
were negotiated resulted in a lack of uniformity in the rates actually charged,
inequities between contractors and, in some cases, reduced payments to the
Government.

Acting upon GAO recommendations, OASD (I. & L.) has provided a temporary
clarification for application, to the extent possible immediately, pending publi-
cation of a revision to ASPR 13-405. These instructions provide that contractors
may be authorized to use Government-owned IPE for commercial work to keep
the IPE in a high state of operational readiness through regular usage; or when
substantial savings to the Government would accerue through overhead cost
sharing or receipt of rentals, provided no competitive advantage is conferred;
or to avoid inequity when the contractor is required to retain the equipment in
place, often intermingled with contractor-owned plant equipment required for
the production of commercial orders. Such commercial use may be authorized
for no more than 25 percent of time available for all use, based on normal work
schedules. For equipment with a unit cost under $25,000, the authorization will
apply to the average use, within any 3-month period, of all of the active equip-
ment. For equipment with a unit acquisition cost of $25,000 or more, the authori-
gation will apply to the same average use but for each individual piece. Authori-
zations may be granted up to 1 year in advance. Commercial use in excess of
25 percent will not be authorized without prior approval of ASD (I. & L.). Where
required, ASD (1. & L.) obtains approval from OEP.

ASPR 13-405 sets forth the requirement for obtaining OEP approval when use
on commercial work is anticipated to exceed 25 percent. The ASPR section sets
forth the guidance issued by OEP in Defense Mobilization Order 8555.1 dated
November 13, 1967. This order establishes policies necessary to maintain a highly
effective and immediately available machine tool and equipment reserve for the
emergency preparedness program of the U.S. Government. ASPR 7-702.12 also
contains provisions for commercial use of equipment included in the emergency
preparedness program and the specific rental to be charged.

UNIFORM RATES PRESCRIBED

In 1956 the need to establish uniform leasing policies with respect to rental
rates was acknowledged in reports prepared by the J oint Committee on Defense
Production and the Senate Select Committee on Small Business. One report
states that sizable numbers of Government-owned machine tools were being leased
to private industry and that, because a uniform leasing policy had not been
adopted, discrimination and apparent low-rental policies tended to place small
concerns at a competitive disadvantage. Moreover, the Select Committee on Small
Business believed that leasing for nondefense purposes should be held to a mini-
mum, a policy which is currently reflected in OEP and DOD instructions.

Therefore, an Interagency Task Group was formed with members representing
‘the DOD and six other agencies of the Government. On June 19, 1967, the recom-
mendations of the task group, which were developed by consulting representatives
and leasing experts in the machine tool industry, were adopted and uniform
rental rates for the leasing of Government-owned machine tools to private indus-
try were established. The uniform rates, which are currently stated in OEP’s
Defense Mobilization Order 9555.1 and ASPR section 7-702.12, were adopted on
the prenéise that all lessees should be treated alike and that all pay rent at the
same rates.



255

New uniform rental rates become effective 90 days after publication of the
revised Defense Mobilization Order 8555.1, now in process. The new rates shown
below are expressed as percentages of the installed acquisition cost of
equipment.

[In. percent]

Age of equipment New rate Present rate

010 2 YOarS._ e e e
Over 2 to 3 years. -
Over3to6 years. ... .o oo,
Over 6 to 10 years
Over 10 years_....

st a M nd
Nowoo

o
Bt

~
mcfﬂu‘\l

DSA STORAGE DEPOTS % ‘\

Mr. RoBack. Going to another subject, there was some discussion
with the Navy witness the other day about a GAO report commenting
on the duplicate stocking of GSA and Navy inventory because the
Navy prefers, in dealing with its overseas destination points, to handle
its own materia] rather than to have direct requisitioning from G:SA
as the other services do. ’

The question also, I think, came up as to duplication, possible dupli-
cation in depot inventories otherwise. I think you testified you are
colocated with the Atlanta General Depot of the Army.

Admiral Hapbock. Yes, sir.

Mr. Rosack. Isthat still called General Depot ?

Admiral Haopock. I think it is.

Mr. Roeack., Time was when Atlanta General Depot had a wide
range of supplies, many of which are in your management control ?

Admiral Habbock. Yes. :

Mr. Rosack. If one went into the Atlanta General Depot today,
would he find items identical with those in your colocated depot ?

Admiral Happock. No, sir.

Well, it might possibly happen. Our inventory is located in Atlanta
General Depot, a wide range of it. Atlanta General Depot also acts
otherwise as an Army facility.

Mr. Ropack. They are landlord to you in certain respects ?

Admiral Happock. Well, they do the operation for us at our direc-
tion. They act as though they were one of our own depots. If we get
a requisition for material, if Atlanta is designated as the supply point,
we send them an order to ship. They ship it and they report back to us
just as our depots do.

Mr. Rorack. That is your operation ?

Admiral Habpook. They are doing it for us; yes, sir.

Mr. Roeack. They do not have another corner of the depot in which
they have the same types of supplies under Army management ?

Admiral Happocx. I would think not, although possibly they may
haye—they also do some maintenance there of course—they may have
a shop store stock behind a maintenance shop of our same items which
they have drawn from our stocks.

Mr. RoBack. But theoretically the service depots, other than per-
forming services at your direction, have specialized stocks that you do
not manage; is that right?

Admira] Happock. It is probable. I do not know.
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Mr. Ropack. But I mean generally they have stocks that are not
managed by you? _

Admiral HyADDOOK. Yes, sir. ; e

Mr. Rosack. Other than those they manage at your direction ?

‘Admiral Hapbock. They will have Army stocks, stocks of Army
items there, certainly.

Mr. Roeack. In the surplus disposal category, are there any new
developments with relation to GSA ? Do you still perform by delega-
tion aﬁ of these functions?

Admiral Happock. Yes, sir.

Mr. Roeack. As part of the military concern ¢

Admiral Happock. Yes, sir. )

Mr. Rosack. There has not been any change in the relationship ¢

Admiral Happock. No, sir.

Mr. Damvin. Is that arrangement in Atlanta mainly for the con-
venience of keeping all the personnel under one roof rather than divid-
ing them between the Army and DSA.?

“Admiral Fappock. There was just the desire not to break the depot
into two, and at the time I assume it was felt that the Army could
do the job for us there without the necessity for us mananging it
completely.

Mr. Darrix. The information you provided the committee indicates
you have a current critical shortage of DSA-managed storage space.
Has that come about from an attempt to consolidate too many spots
too early, or how did that happen ?

Admiral Happock. Primarily it came about because of the tremen-
dous demands put on us by the Vietnam buildup, and combined for
a while at least with a little difficulty in getting shipping as fast as
some of the larger items were produced by our suppliers. So we had
to put it down for a time, until we could get the shipping for it.

This was the genesis of our storage criticality situation. But as a
generality, it was just the demands of the Vietnam war requiring
us to lay down more wholesale stock than we had anticipated.

Mr. Damrn. Is there a hope to do something more with the whole
CONUS arrangement of depots, either consolidate or make them
more flexible?

Admiral Happoox. We have made some appropriation channel ef-
forts to get some, particularly on the west coast, a little more storage
space built at some of our existing depots. This is the only thing we are
doing at the moment.

Mr. DamriN. What is the purpose of this warehouse gross perform-
ance measurements system that you are supposed to be developing?
_TIs that to evaluate everybody’s space, see how well they are using
it, take it away from them if they are not?

Admiral Happock. This is really efficiency of warehousing perform-
ance that we are attempting to measure here. We are doing this for
OSD. Tt is an office which we administer for OSD.

Tt is really an evaluation of the cost of the incremental efforts going
into a receipt issue and warehouse operation, and comparing one ac-
tivity of one service against the other in gross terms.

Mr. Danrix. Mr. Chairman, we have this supplemental information
that was referred to in the admiral’s statement that we can make an
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app]:ndix to the record at the appropriate point, as the committee
wishes.

Mr. Horxrierp. It will be received.

(The information appears in the appendix, p. 309.)

Mr. Hovtrrern. Have you further questions ?

Thank you very much, Admiral, for your testimony, and your
assistants.

Admiral Haobpock. Thank you, Mr. Chairman.

hMr. Hovrrrerp. The meeting will stand adjourned to the call of the
chair.

‘We hope to have Secretary Morris before us after the Fourth of
July week is finished, and after he returns from overseas. We would
have had him earlier, but he was engaged overseas, we understand.

(Whereupon, at 12:05 p.m., the committee adjourned, subject to
call of the chair.)
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THURSDAY, JULY 18, 1968

House oF REPRESENTATIVES,
MirrarRYy OPERATIONS SUBCOMMITTEE OF THE
CoMMITTEE ON GOVERNMENT OPERATIONS,
Washington, D.C.

The subcommittee met, pursuant to recess, at 10 a.m., in room 2203,
Rayburn Building, the Honorable Chet Holifield presiding.

Present: Representatives Chet Holifield, Randall, Horton, and
Erlenborn.

Also present : Herbert Roback, staff administrator ; Douglas Dahlin,
counsel; Joseph C. Luman, defense analyst; and Paul Ridgely, in-
vestigator.

Mr. Horxrrerp. The committee will be in order.

Today we will continue and hope to complete with this session a
series of hearings on military supply systems. The witness is the
Honorable Thomas D. Morris, Assistant, Secretary of Defense, who
will introduce his associates.

Secretary Morris recently returned from a special inspection trip
to Southeast Asia and elsewhere. We hope to have the benefit of his
recent observations on supply management deriving from the trip and
any other observations he deems of interest and value to the sub-
committee.

Secretary Morris is an experienced and very able analyst and ad-
ministrator in Defense matters. Of course, he sits in a seat of respon-
sibility for policy guidance and direction of all Defense supply and
logistic matters.

We are very pleased to have you before us again, Mr. Secretary,
and you may proceed with your statement.

STATEMENT OF HON. THOMAS D. MORRIS, ASSISTANT SECRETARY
OF DEFENSE (INSTALLATIONS AND LOGISTICS); ACCOMPANIED
BY ROBERT A. BROOKS, ASSISTANT SECRETARY OF ARMY (IN-
STALLATIONS AND LOGISTICS), AND PAUL H. RILEY, DEPUTY
ASSISTANT SECRETARY OF DEFENSE (SUPPLY AND SERVICES)

Mr. Morris. Thank you very much, Mr. Chairman.

Mr. Chairman, I am accompanied this morning by Dr. Brooks
on my right, who is Assistant Secretary of Army for Installations
and Logistics, who was with me during this recent trip, and also the
one we had last fall.

On my left is Mr. Paul Riley, the Deputy Assistant Secretary for
Supply and Services.

(259)
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Mr. Chairman and members of the committee, this committee’s
current hearings are the first comprehensive review of military supply
systems since 1961. They are very timely and I would like to add
we are very grateful for them. We have come through an era of
major changes in logistics organization and procedures, and these
changes are being tested under combat operations in Southeast Asia.
During the past year both GAO and our own staffs have been critically
examining the strengths and weaknesses of our supply systems. It
is thus most appropriate, I believe, to report to this committee:

(a) First, on the major developments during the past decade.

() Second, on how well our systems are performing in Viet-
nam, and

(¢) Third, on our objectives for future refinements and im-
provements.

T would like to discuss each of these matters briefly.

A. MAJOR DEVELOPMENTS IN SUPPLY MANAGEMENT DURING THE
PAST DECADE

I would like to begin by putting in perspective the composition
of the Defense inventory covering property of all kinds. Defense prop-
erty is of four basic types and the aggregate value—acquisition cost—

isnow over $195 billion:
Acquisition

cost as of
June 30, 1967

Types of property (billions)
1. Real property- —m $40.0
9. Production equipment and materials 16.4
3. Major weapons and military equipment —~ 95.5
4. Supply system stocks ; 43.5
Total - 195.5

The committee’s interest has been centered on the fourth type of
roperty since it is these items—4 million in number—which are
argely consumed or expended in the operation of the Defense De-
partment, and which require replacement. If we make mistakes in
buying and distributing these stocks, we fail to support the troops;
or we generate excesses which must be disposed of for as little as
5 cents on the dollar. Hence, skillful management of this vast segment
of defense property is among the most important responsibilities of
defense managers.

Mr. Horron. Mr. Secretary, could I interrupt there just for
clarification ?

Mr. Morgis. Yes, sir.

Mr. Horron. These properties you describe that are in the Defense
Department, but some of them would be under the control of the vari-
ous services.

Mr. Morers. Oh, yes. These properties are all under the service
ownership. We simply are policymalkers.

Mr. Horrox. When you talk about real property you are talking
about real property that is under the jurisdiction of the Army, Navy,
Air Force.

Mr. Morris. That is correct.

Mr. Horron. And some under the Defense Department as such.
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Mr. Mogris. Only in Defense agencies, sir, like DSA and DCA. It
would be small amounts. e

Mr. Horron. Thank you. ;

Mr. Morris. Since 1961 we have concentrated our efforts on improv-
ing logistic readiness while minimizing the number and dollar value of
these stocks. We believe that the military services have made excep-
tional progress in meeting these objectives.

1. The investment in supply stocks has declined significantly in
relation to the investment in major weapons and military equipment.

[Dollars in billions]

June 30, 1961 - June 30,1967 Percent change
1967-61

Major weapons and military equipment (these are ships, planes, and

missiles, primarily)__.__._____ T T T T T $68.0 $95.5 +40
Supply systems stocks.________"TTTTTTTITIITTITIT T 44.3 43.5 -2
Stocks required per dollar of weapons and equipment (money in cents)__ 65 46 -30

The reduction in supply system inventories has occurred during a
period of major buildup to support Vietnam operations. In fact, active
force inventories alone have increased by $3.4 billion, compared to
1961. The net reduction shown, which is on the order of $800 million,
is the result of reducing overstocks and excesses by $4.2 billion through
more accurate requirements determination and more effective redis-
tribution of assets among the military services. If these improvements
had not taken place, and the 65-cent ratio for each dollar of weapons
and equipment in use were required, our supply system inventories
would today be a staggering $62 billion—or almost $19 billion more
than their present level.

2. The improved inventory posture has been the result of a succes-
sion of innovations in organization and procedures. :

The dramatic results portrayed in the above figures are not just
happenstance. During the past 10 years there have been five prineipal
events which have had a noteworthy influence :

(a) The advent of the Federal catalog system.—The starting point
for major change in supply management was the full introduction
of the Federal catalog system in 1958. The catalog, for the first time,
established a common supply language by assigning a discrete number
and description to each separate item in the supply system. One of
the most important uses of the catalog is to prevent the addition of
unnecessary items to our inventories as new weapons—with their
thousands of spare parts—are developed. Through our central catalog
file in Battle Creek, Mich., we are now able to match every new item
proposed for stockage, against all items in the system in order to
determine if the same or a substitute item is available. Through this
medium today we are finding that 85 to 40 percent of the parts
in newly developed weapons are already in the system. Secondly, the
centrally managed catalog has opened a new era in our standardiza-
tion and item simplification programs by making it possible to rapidly
classify and compare items so as to eliminate fl;uplicates and to con-
tinuously purify the catalog.

As a result of these techniques, the catalog has expanded by only
5 percent since 1961—from 8.8 to 4.0 million items. Without this
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‘common language and the new disciplines it has brought to bear, we
estimate that the growth might well have been over 50 percent, and
that we would be spending at least $180 million each year in clerical
and warehousing costs to manage these duplicate items, quite apart
from the investment in unneeded stocks.

(b) Integrated item management.—The creation of the Defense
Supply Agency in 1962 has brought under single management over
18 million common items. Other single manager assignments to
‘GSA, Army and Air Force have added another 125,000 items. Thus,
about 50 percent of all items in the supply system have been assigned
to one manager who buys, stores, and issues on behalf of all services.
Most of the items which remain under service management are pe-
culiar to the individual service, or directly related to the operation of
its weapon systems. We are, of course, continuing to purify these
jtem assignments, but the major job hasbeen done.

Inteorated item management almost immediately led to simplifi-
cation in the organizational and physical structure for supply manage-
ment. The number of inventory control points was shrunk from 44
to 22, and numerous storage points were closed—releasing altogether
about 96 million square feet of covered space.

(c) Standardization of procedures—Beginning in 1962 it became
apparent that to obtain maximum benefits from integrated manage-
ment and to facilitate interchange of stocks among the services, we
needed one set of forms, records, and codes for use in the requisition-
ing, shipping, and accounting for supplies within and among the
military departments. These are the well-known MIL standards
(MILSTRIP, MILSTRAP, MILSCAP, et cetera). They have been
accompanied by a procedure, approved by the JCS, of uniform
grfiority designators which establish the sequence and timing of issues

rom depots. I believe these are the most massive paperwork standard-
ization programs ever undertaken in the Federal Government.

(d) Improved commumications.—A major breakthrough has been
the development of high-speed techniques of communicating logistic
data over the Defense long lines network, known as the automatic digi-
tal network (AUTODIN). Under this system it is possible for depots
‘to report transactions to inventory managers at a rate of 600,000
‘messages per day compared to only 85,000 possible under previous
procedures.

(e) Finally, automation of records—Since 1961, the number of
‘computers applied to supply management applications has grown from
1960 to over 700. The benefits of the computer are, of course, not simply
in their ability to rapidly store and process information on receipts,
issues, and stock balances—but in their capability to prepare reorders
as soon as minimum stock balances are reached, and to compute reorder
quantities accurately related to usage experience. Thus computers are
permitting attainment of the long-sought objective of freeing the
human manager from the drudgery of detail so that he can concen-
trate on special problems requiring analysis and judgment. Each of
the services now has comprehensive programs of automated inventory
management ; and each has established a full-time, top-level planning
and control staff which is devoted to harnessing the great power of
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the computer to logistic and other management tasks. I will return
to a discussion of future opportunities in this ares later in this
statement.

As the committee’s hearings have brought out, there are many
apparent differences in concept and coverage among the supply man-
agement, and control systems of the four services. Before exammini
these differences, and our future objectives for improvement, I would
like next to review—

B. HOW OUR SUPPLY MANAGEMENT SYSTEMS HAVE FUNCTIONED UNDER
COMBAT CONDITIONS IN SOUTHEAST ASIA

In January 1965, U.S. troop strength in South Vietnam was 23,000,
and the logistic base consisted of one deepwater port, three jet airfields,
and virtually no capability outside of gaigan to deploy and support
forces. By June 1968, our forces had grown to 534,000, with the growth
occurring at the following rates:

June 1965 59, 900
June 1966 267, 500
June 1967 .—— 448, 800
June 1968 534, 000

The most difficult problems were experienced during the first year of
the buildup when 200,000 men were deployed concurrently with the
construction of the logistical base. Today—3 years later—we have
moved almost 13 million short tons of materiel into the Pacific area—
including 400,000 end items—and constructed 29 deepwater berths, 50
forward airfields, four major depots, petroleum storage for 4.5 million
barrels, and 21 million square feet of improved open-storage area.

The major problems of the buildup were, of course, experienced by
Ax'mi, which has deployed over two-thirds of the men and materiel,
and has the problem of operating in a highly mobile environment
without the benefit of fixed bases, such as oia,ra,cberize the Navy and
Air Force environment. In addition, for most of Vietnam, Army oper-
ates all ports and supplies food, petroleum. and selected common items
to other services and the ARVN, N avy has these responsibilities in
I .

I have just returned from my third inspection trip to Vietnam in
ﬁ y(?l?gs and can summarize the story of SEA logistics supports in four

ndings:

1. The U.S. forces have never been restricted in combat operations
for want of essential supplies, and have enjoyed the highest quality
of personal sugplies——foodi, clothing, medical—during wartime, Even
among units deployed in the north of SVN today, freshly baked
bread, fresh fruits and vegetables, milk and ice cream are regularly
available. The availability of spare parts for aircraft, trucks, tanks,
vehicles and other equipment is as high or higher than that experi-
enced anywhere else in the world. These results have been achieved b;
the most intensive logistics management effort in our history, includ-
ing, when required, visibility of critical su plies and equipment up to
the level of the Chairman of the JCS and the Secretary of Defense.

Example: Every week a report is received in my office showing the
percent of major Army equipments out-of-service awaiting parts.
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These reports have been received since December 1965. As of July 9,
this report showed the following :

PERCENT OUT-OF-SERVICE AWAITING PARTS

. Standard Actualon
Equipment (examples) percent July 9, 1968

percent
CH-47 helicopters (1st Cavalry Division)_ - - - oo oooccmmeem e oo mmmee s 12 5
Bulldozers (Full track) - - - - - - e mmmem oo 20 3
Trucks, 5-t0N CAI0_ o o o eemeiomimmmmmmoensooooemmoooos 10 5
Materiel hand.ing equipment________ I 20 8
M-109, 155 howitzer_________.__-___ e 15 5
Armored personnel carriers (M-118). .- oo ‘15 4
Tanks, M=48A3 . - oo e o immmmmmceeosomcmmemmmmecsmossscmmomesoosoooo 15 2

The standard is established by General Abrams. The actual status,
and this has been true now for many months, is far less than the
acceptable standard. ek

Example: Every week the Chief of Staff, Army, publishes a report
on Southeast Asia which shows numerous indicators of operational
and logistic readiness, including the status of shipping and the number
of vessels working, waiting, and holding at each Vietnam gort.

Example: Every 15 days the Chairman, J CS, and the Secretary of
Defense receive reports on ammunition consumed, on hand, in transit,
and in production for each of 100 key items. Immediate actlon is taken
to readjust production and shipping schedules in accordance with con-
sumption trends.

Example: Every week the status of the helicopter inventory is re-
ported to the JOS showing losses, total assets on hand, and total assets
operational. Daily reports are available on call.

“Example: During the Khesanh siege, daily reports were received by
the JOS showing days of supply of rations, ammunition, and other
key items at Khesanh. i
xample: Every evening a telephonic conference is held between
Saigon and the Army’s Oakland Logistics Control Office covering
items requiring expedited shipments. Between 500,000 and 1 million
pounds of such items, primarily spare parts, are airlifted weekty
~ through a service known as “Reg Ball Express.” :

Example: DSA has stationed liaison officers in SEA to make certain
that responsive support is furnished on its items—which represent
about 50 percent of the items required to support the forces. -

Example: Every principal inventory control and stock point in
Vietnam is today equipped with computers to assure rapid accounting
of requisitions, receipts, issues, and stock balances.

9. Vietnam commanders of all services are highly cost conscious and
are stressing economy in the midst of a major conflict. When one is
briefed at MACV Headquarters today, he is given not only a military
operational and logistic posture review, but also a report on manage-
ment improvement actions by all services—under a project called
MACONOMY. For the 9 months ending March 31, 1968, the cost re-
ductions achieved have totaled $241 million, with all services partici-
pating. These actions have resulted from reducing stock levels, reduc-
ing personnel, reducing contract costs, et cetera.

3. The Army has found it necessary to innovate many special tech-
niques of supply management to cope with its problems.
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The Army mission in Vietnam, as previously noted, is immensely
complex. It has some 2,500 mobile units and 250 different operating
aircraft locations. It began the buildup without a body of usage expe-
rience covering operationsof this type.

During the first 18 months of the buildup, as units deployed they
were provided with a “push package” designed by CONUIS) inventory
control points on the basis of estimates as to what the unit might need
during its first few months of deployment. These “packages” were
generously built with foreknowledge that some items would be un-
needed and that some quantities would prove excess to requirements.

After the first few months of the buildup, out-of-service rates on
equipment requiring parts became excessive, and in December 1965
the Red Ball Express service was inaugurated, with results such as
those cited above. This service was immediately successful and has
continued ever since under tight controls. It is undoubtedly respon-
sible for assuring the highest operational rates for equipment now
enjoyed by the Army throughout the world. Also, because of the
criticality of Army aircraft and missile systems, the so-called Stove
Pipe system of vertical management between the CONUS inventory
control points and the Army in Vietnam was established. These tech-
niques resemble very closely the type of support which has been pio-
neered by the Air Force in recent years between key operating bases
and inventory control points.

Beginning early in calendar 1967, at the request of General West-
moreland, teams of trained depot and inventory specialists were sent
to Vietnam on temporary duty by the Army Materie] Command to
begin the task of placing all supplies under full control. The first step
was to pull back from some 1,900 operating units the unneeded mate-
rial contained in the “push packages.” This was largely accomplished
by the fall of 1967; but in turn it created temporary congestion at the
three principal Army depots, and particularly at the inadequate Sai-
gon depot known as the Fish Market. It is pictures of this facility,
as it existed last November, that GAO included in its recent report.
I am happy to report that today this condition has been completely
corrected and that a new depot 25 miles north of Saigon is now being
occupied at Long Binh.

Also, since last fall a fully automated central inventory control
center—known as the 14th ICC—has become operational at Long
Binh and is now assuming full control of all Army depot stocks.

From this experience Army has learned many valuable lessons for
the future. Among these are the need for a quick reaction inventory
control center to be deployed at the outset of a major buildup when
logistical facilities do not exist. The importance of more trained and
experienced depot management personnel has likewise been revealed.
And knowledge has been gained which will enable Army to tailor “push
packages” more precisely in the event of a future contingency of the
Vietnam type.

But it 1s my opinion that, regardless of needed refinements, the
special procedures and innovations described earlier—including pru-
dent use of airlift for critical parts, and continuous high-level visi-
bility of selected items, such as ammunition and helicopters—are es-
sential to a highly responsive supply system under combat conditions
of the type encountered in Vietnam.
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4. Major attention during the next year must continue to be de-
voted to management of excesses and timely preservation of SEA
stocks. . '

During my visit to Vietnam last November in oompanar with Assist-
ant Secretary Brooks, it became apparent that we should immediately
begin steps to identify and redistribute the excess inventories which
had resulted from the buildup. In Korea we had failed to institute
such action in a timely manner, and that conflict ended with some $12
billion of excess materiel, much of it in deteriorated condition.

As a consequence, Secretary McNamara established on November 24,
1967, the “Pacific Utilization and Redistribution Agency” (PURA)
under the Secretary of Army as executive agent, with its operating
locus in Okinawa. This Agency is now functioning. Its mission is two-
fold: (1) to receive, store, recondition, and issue excess Army materiel
withdrawn from Vietnam; and (2) to obtain monthly lists of excesses
from all services and to circulate these lists to all service installations
in the Pacific area for screening. The June list, now being screened,
contains 470,000 line items, valued at $144 million.

Mr. Horron. Mr. Secretary, a question on that.

Does that appear to be out of line or is that what you might call a
normal excess.

Mr. Moggzs. Sir, in the first place I think this is only the begin-
ning. I think we will find this figure growing over the next year as we
do = better and better job of identification of stock levels required in
Vietnam, and materiel not needed at current stock levels. The figure so
far is very small indeed as a percent of the stocks which have been
shipped and the stocks which are on hand. Materiel which cannot be
reused promptly in the Pacific will be reported to CONUS for world-
wide screening.

As a further step the Army and the Defense Supply Agency have
placed a stop order on further purchases or shipments to the Pacific
of those classes of items found in greatest oversupply—primarily food
preparation and housekeeping type items.

Tn addition to the Pacific-wide redistribution program, attention is
being given by each of the services to effecting redistribution of sup-
plies among their units within Vietnam, Thalland and Korea. Dur-
ing fiscal year 1968, Army redistributed $100 million within Vietnam
and canceled $300 million in requisitions placed on CONTUS inven-
tory control points. It reduced stock levels Ik))y another $50 million, in
recognition of the faster order/shipping time which is being experi-
enced now that the logistics base has reached an efficient operating
level (including uncongested ports, use of Sea Land vans which can be
rapidly unloaded and transported, as well as better stock control).
Air Foroce has reported over $100 million in similar actions.

Tn summary, the logistical effort in Southeast Asia has been remark-
ably successful. Without question, we have learned many lessons
which can be applied in the future to avoid mistakes and unnecessary
costs. Most noteworthy has been the timely awareness of our military
commanders to these mistakes, and the speed with which they have
acted to correct them and to avoid their repetition.

Finally, I would like to report to you on our—
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C. OBJECTIVES FOR FUTURE REFINEMENTS IN SUPPLY MANAGEMENT
: SYSTEMS AND POLICIES

Our experience during the past decade, the lessons learned in Viet-
nam, and the hearings of this committes have posed several impor-
tant policy issues. I believe the most significant are:

First, how deep in the su ply chain should central control over in-
ventories extend ? Speciﬁoaﬁ)y should there be in each service one cen-
tral manager responsible for asset knowledge, worldwide?

Second, should the automated inventory management systems of all
services be identical, or at least more uniform ¢

Third, does the expanding capability of high-speed communica-
tions and air transportation indicate the need for significant changes
in inventory management concepts for the future?

Before addressing these questions, I believe it will be useful to out-
line in greater detail the composition of the supply system inventory,
since the characteristics of the items concerned determine the degree
of control which is now exercised.

This is our latest data, December 31, 1967. It is in two general parts.
The first is weapons and ammunition, aircraft engines, certain kinds
of vehicles, electronics and communications equipment and then other
princi\pa,l items. They total $19.5 billion of which weapons and ammu-
nition is over half.

The second group are those items typically called secondary items.
Those are the consumables. They are aircraft parts, other parts, ship-

board supplies, fuel, clothing and subsistence, and other supplies, with

aircraft parts again being the largest single category.

Supply system inventories—Dee. 31, 1967

Value
Categories (billions)
Weapons and ammunition $10.9
Aircraft engines 2.8
Vehicles 1.7
Electronics and communications equipment 1.2
Other principal items: 3.4
Subtotal principal items 19.5

Aircraft parts
Other parts
Shipboard supplies.

Fuel, clothing, and subsistence.
Other supplies

Subtotal secondary items

Grand total 42.7

For the most part, the “principal items” segment of the supply
system has lo.n%1 been under intensive management in all services,
including a high degree of current, worldwide visibility., The unit
value of these items is high; many have a relatively long life; and
are subject to control by piece. For example, in the “weapons and
ammunition” category, $9.2 billion is invested in ammunition stocks;
and by surveilling approximately 100 items, a major part of this in-
ventory can be kept under current, DOD-wide control. Another ex-
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ample is aircraft engines, which have long been controlled on a
serial number basis by Air Force and Navy, and are now being placed
under such control by the Army.

The major problem of inventory management thus lies in the sev-
eral million secondary items which have high usage rates—fluctuating
with the tempo of activity—and on which a continuous evaluation of
demand trends is required. Tt is also in this area that the highest
volatility occurs—due to the continuous introduction of new items
and the dropping of old items as weapons systems change. By far,
~ the most difficult of these categories has been repair parts, many of
which have erratic and unpredictable demand patterns.

During the past 10 years, the services have employed the technique
of “stratifying” secondary items by value and varying the intensity
of management in accordance with value of annual demand.

With this background, I would now like to comment on each of the
issues mentioned above.

1. How deep in the supply chain should central control over in-
ventories extend?

As noted, the services now maintain a substantial degree of world-
wide visibility over principal items, and this issue primarily concerns
secondary items. 1 am leased to report that studies of the military
departments and my ofiice have recently resulted in the adoption of
basic policies which respond to this question. On June 12, 1968, De-
partment of Defense Tnstruction 4140.33 was issued, prescribin, four
standard degrees of management intensity, based upon the value of
annual demand or planned issues, as follows:

Management intensity grouping Value, annual demand
Very high - e _. Over $500,000.
High_ - — Ao Over $50,000 to $500,000.
MeQIUIN_ - e mmmmmm === m = Over $5,000 to $50,000.
Low_---- 2 = __ $5,000 or less.

This new policy prescribes, for all groups, that maximum use of
computers shall be made. For the top two groups, the most intensive
management review and analysis is prescribed, including obtaining
asset information on a worldwide basis, as fully as practicable,
and the use of high-speed transportation whenever economically
advantageous.

The most intensive management system today covers 77,000 re-
coverable Air Force items, primarily aircraft and missile parts and
components. This system, installed last November, requires daily
transaction reporting on a worldwide basis. The Navy has for some
time maintained worldwide visibility over 6,000 items having an an-
nual demand of $50,000 or greater. The Army is currently developing
such worldwide procedures, based upon a test of 1,780 high-value
1tems.

Tn summary, it is our objective to build upon our experience with
the above procedures, and to obtain a uniform degree of worldwide
visibility for selected secondary items which meet the high-value
criteria. :

I would like to add that there is no obstacle today in our judg-

ment to the development of such controls because of command pre-
rogatives or lack of confidence in supply.responsiveness.‘While this

has been a problem in the past, our experience 1n Vietnam has, T be-
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lieve, removed any distrust of the responsiveness of our supply
systems. In any event, when problems of allocating limited critical
assets arise, they are being resolved by higher military command
levels, not by inventory managers,

2. Should the automated inventory management systems of the
service be identical, or at least more uniform ? ‘ '

This also has been a matter of discussion and action by the Materiel
Assistant Secretaries during the past several months. ;

As service witnesses have discussed with the committee, each has now
or is in the process of implementing a comprehensive plan of stand-
ardized computer systems for (1) its inventory control points, (2)
its wholesale stock points, and (3) its large base fevel users, both in the
United States and overseas. When these plans are fully implemented
in the early 1970, each service will have achieved intraservice stand-
ardization of supply systems in terms of computer hardware, and
computer programs (software).

During the past several years when these systems were in the de-
sign stage, the role of my office was one of monitorship to assure that
specifications were adequate before acquisition of hardware was un-
dertaken, and to apply economic acquisition policies; that is, obtaining
full competition from eligible computer suppliers, and purchasing
rather than leasing equipment when this is the most economical to the
Government. Concurrently we supervised the development of standard
requisitioning, transportation, and accounting procedures so that the
services and DSA can communicate with each other efficiently. We have
not endeavored—nor do I feel it would have been prudent—to stand-
ardize such internal service supply procedures under DOD-wide
rules. The reason for this is that supply systems are not independent
of other departmental management functions; they must be related,
for example, to equipment maintenance and weapon systems; and
they must produce financial and other reports tailored to the needs
of managers and commanders. Had we insisted on standardized in-
ternal supply procedures among all services, we would have stifled the
creative developments which each service has now pioneered to meet
its specific needs. v

‘With this phase of our planning now largely accomplished, the
materiel secretaries agreed last May to establish a joint staff under
the supervision of my office, manneg by a highly competent systems/
ADP specialist from each service and DSA. The miission of the staff—

-and I quote from the letter of agreement with the services—is to re-
view “the features of each of our major automated systems now in
-operation or planned for the future and develop compatible proce-
-dures and system milestones for all of us to follow over the next 5
_years.” This staff is now being form , and we are planning a confer-
ence next month of top service logisticians to discuss the status of
-system planning in each service and to lay out a work program for our
joint staff. The work of the staff, and its recommendations, will be re-
ported to the materiel secretaries, as a body, to aid them in defining
future DOD-wide policies and concepts. ‘ :

It is important to stress, in discussing this issue, that we can afford
major changes in automated system at intervals of only 3-5 years.

“Thus, the planning which we sﬁall engage in during coming months
‘will lay the foundation for Improvements in the time frame of the
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mid-1970’s. We will, in the meantime, be making continuous refine-
ments in today’s systems, and I can assure you that we will maintain the
highest interchange of experience and ideas among the services on a
current basis, so that each may benefit from the experience of the other.

3. Does the expanding capability of high-speed communications and
air transportation indicate the need for significant changes in inven-
tory management concepts for the future.

The answer to this question is clearly “Yes.” . ,

The development of high-speed communications has already made
feasible the Air Force system of daily worldwide transactions report-
ing to central managers on 77,000 Tecoverable items. After a full
evaluation of Air Force experience with this system, we believe its
foatures will be incorporated in the systems of other services for a
significant portion of the “Very High” and “High” value categories
cited above.

Similarly, the economics of jet cargo aircraft are increasingly at-
tractive. Since fiscal year 1965, the rate per ton-mile of jet cargo lift
has dropped from 10.5 cents to 7.06 cents—and the rate is projected
to reach a level of about 4.5 cents with the advent of the C-BA air-
craft. Studies are now being made to establish the breakeven points
where airlift is justified—based on item cost and the cost to order and
maintain stocks—versus the savings in pipeline and reduced stockage
resulting from substitution of hig -speed transportation. It is appar-
ent that a very fertile field of opportunity lies ahead of us in this area.

The exploitation of improved communications and transportation
will occur progressively in accordance with the demonstrable economic
benefits obtainable.

»

CONCLUSION

Mr. Chairman, this concludes our repared statement. I have with
me today Assistant Secretary of the Army Robert Brooks, with whom
I jointly inspected Southeast Asia logistics last November and this
June; he is highly expert in Army’s logistics policies and practices. I
am also accompanied by our Deputy Assistant Secretary for Supply
and Services, Mr. Paul Riley, who oversees the development of our
policies in these fields. We will now be pleased to answer your questions.

Mr. Hortrierp. Mr. Secretary, how does that 4.5-cent rate which you
project for the C-5 compare with costs of ship transportation ¢

Mr. Morxts. It will still equate out to a much higher cost on a ton-
mile basis than ship transportation. ;
~ Mr. Howrrmrp. Because of the reduction of the pipeline, the time
" saved in the pipeline, not the actual cost of transportation.

Mr. Morgzs. That is correct, sir; although the narrowing gap in
transportation costs also adds to the attractiveness. I am certain that
we are not making as yet full economic use of air transportation as
additional capacity becomes available. Perhaps the most important
point about the C-5A is that it gives us additional capacity as well as
lower cost.

Mr. Hovrirmerp. Mr. Erlenborn.

Mr. ErLexeorN. I don’t believe I have any questions.

Mr. Horrrrern. All right, Mr. Roback. ‘

Mr. Rosack. You referred to the materiel secretaries getting to-
gether with representatives of your office in a group that is to be con-
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cerned about automatic data processing. Do you have terms of refer-
ence for this effort ¢
r. Morris. At this time we have a memorandum which forms the

basis for this decision, Mr., Roback, which I would be Pleased to fur-
nish you if you would Iike, :

Mr. RoBack. Ts there any Teason why it can’t be printed

Mr. Morrs. T think not, sir.

he information referred to follows :)

ASSISTANT SECRETARY oF DEFENSE,
Washi/nyton, D.O., May }, 1968.

In testimony before the House Appropriations Committee in March 1968, the
OSD witnesses agreed with the bagie GAO recommendation that greater OSD
review and coordination of thege brograms was required and stated that a pro-
gram for achieving thig was being established. The committee wag advised that
this Office believes that major progress in achieving interservice system stangd-
ardization hag been accomplished through standard military policies and pro-
cedures contained in MILSTRIP, MILSTAMP, UMMIPS, MILSTEP, etc. These
brocedures were our first steps toward achieving standardization and com-
patibility between and within the automated Supply systems of the military
Services and DSA. It Was proper and prudent that we took thege steps when we
did.

As you know, my stafr and I have been concerned for sometime that the recent
acquisition of large-scale automated data brocessing equipments by each of the
military departments ang DSA may be getting us farther away from systemg
Ccompatibility. Thus, we are making it more difficult for integrated supply man-
agers to serve their customers and very difficult for one military service to support
its sister services when multiuge equipments are required. The problems that
have existed in connection with integrateq support of the F—-4 aircraft are g
typical eéxample of a cage where incompatible Systems precluded the Air Force
and Navy from fully utilizing each other’s common assets. This not only wastes
money but degrades our support capabilitieg,

I believe it ig in ‘the mutual interest of the military services and the DSA to
have compatible, automated Systems. These systems do not have to be Drecisely
standard, but they should be compatible to the extent that communications can
be passed to, and logistics Support assignments made to any military service or
DSA without major disruptions or expengive reprograming costs. I also believe
that it is in our best interest to achieve DOD compatible logistics systems through
the use of an integrated stafr working for the military services, DSA and OSD.

I suggest that we form a joint planning team—to report to the materiel secre-
taries ag a body, manneg by a highly competent systems/ADP military person
from each service, DSA and my office. Thig Planning team could begin reviewing
the features of our major automated systems now in operation or planned for
the future ang develop compatible procedura] and system milestones for all of
us to follow over the next 5 years.

I would like to have your reaction to this memorandum in the next several
days so that we can plan to establish this joint planning effort,

(8) TuaoMas D. Mogrrrs,
Assistant Secretary of Defense ( Installations and Logistics).

office, referred to your calling upon the Assistant Secretaries for I & L.
to review their manning problems in thig field. Now, is that a different
effort ?
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Mr. Mogrrts. This is still a separate effort, although there is, of course,
correspondence between the two groups. The manpowet effort is, of
course, a. Very broad one, in which we are concerned with the quality
and quantity of manning in all logistics functions—requirements de-
termination, depot operation, inventory management, transportation,
communications—all functional fields.

Mr. Roeack. Do you have a letter of reference or memorandum o
that? :

Mr. Morrts. We have a plan of study on this which T would be:
pleased to furnish.

Mr. Roeack. Thank you.

(The information referred to follows:)

MaY 1, 1968.
Persgnal memorandum for Secretary Brooks, Secretary Shillito, Secretary
harles.
Subject : Initiation of a 6-month project to develop long-range logistics manpower
plans and objectives.

Confirming our recent discussions on this matter, I would like to propose that
we jointly agree upon the immediate jnitiation of the following project.

The “long-range manpower planning project” should be under the continuing
policy direction of a policy board consisting of the materiel gecretaries, the
Deputy Chiefs of Staff (Logistics), the Director, DSA, and the J—4, who, as a
body, will comprise the Logistics Manpower Planning Board.

1t is proposed to establish an ad hoc planning task force to develop facts and
prepare proposals for consideration of the Board. The chairmanship of this task
force would be assigned to Col. Peter DeLonga, USAF (on detail to this office),
with one representative of each of the materiel secretaries and the Director,
DSA. The group would work full time.

It should be stressed that this is an ad hoc factfinding and idea-creatiom:
group, and that it will not assume responsibilities for administration of any
facet of the logistics manpower program, such as the joint training program,.

- now being supervised by Mr. Lyons at the OSD level.

The procedures and objectives envisioned for the group are as follows:

(1) First, by direct discussion with key logistics officials in all services and’
DSA, obtain a factual profile of current manning of key logistics functions (pri-
marily procurement, contract administration, maintenance, depot and warehous-
ing operations). The profile should statistically display the current manning of’
these functions, by key manpower characteristics; i.e., age, education, grade or
rank, qualifications possessed, and type of career development programs pro-
vided numerical staffing versus workload. The factfinding should not bog down:
in detail, but obtain the best possible data. In the conduct of the factfinding, the:
team should give special attention to the lessons Jearned as a result of the South-
east Asia conflict. A visit to CINCPAC and Vietnam would possibly be desirable.

(2) Second, project the profile as far in the future as feasible (say 10 to 25
years) under present policies ; that is, assuming no change in recruitment prac-
tices, personnel ceilings, training, assignment, and promotion practices.

(8) From the above two steps, and again in consultation with key logistics:
officials, identify the key problems in respect to both quantitative and qualitative:
characteristics of the logistics manpower force today, and at projected intervals:
in the future. . .

(4) Based on the above findings, develop various solutions to these problems,
including a 5-year initial plan of correction, with annual goals (expressed in
quantitative terms) covering the numbers of people of given educational attain-
ment to be recruited ; the numbers to be given various pasic types of DOD train-
ing ; the numbers to be reassigned, rotated, promoted, etc.

T would appreciate receiving your views (and, if possible, those of your Logistic
Chief) as early as possible so that we can begin formulation of a study plan,.
jeading to initiation of the task force work by June 1, 1968.

(Signed) Thomas D. Morris
TaoMAs D. MORRIS.
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ASSISTANT SECRETARY OF DEFENSE,
Washington, D.C., June 28, 1968.

Memorandum for Members of the Logistics Manpower Planning Board.
Subject : Progress report.

On May 1, Mr. Morris wrote the materiel secretaries suggesting the establish-
ment of a joint project to develop long-range logistics mmanpower plans and ob-
Jectives. Bach service has nominated a member for this task force and initial
discussions have been held by its members who are:

Col. Peter DeLonga, USAF, Chairman
Mr. Walter Hurd, Navy

Capt. K. M. Beyer, USN, DSA

Mr. Donald B. Churchman, Army

Various approaches to the study have been considered. Because of the scope of”
the subject, it has been concluded that two parallel efforts should be carried on:
during the next month, before proposing a final study plan to the Policy Board.
These efforts are (1) an inventory of the current logistics manpower posture, and’
(2) a model study of how to produce an optimum manpower posture in the con-
tract administration funection. Following completion of these two tasks, the next
phase of the study can then be planned.

INVENTORY OF THE CURRENT LOGISTICS MANPOWER POSTURE

During the next month, two members of the task force, Colonel DeLonga ang
Mr. Hurd, will devote their full time to visiting the organizations shown in at-

of data required and the format for reporting it will be outlined. Generally,.
the data will cover the logistics manpower population subdivided approximately
as follows :

(@) By functional areg for each of the following : purchasing, contract
administration, inventory and Support management, storage and issue, over--
haul and repair. (Deliberately excluded at this time are research and de-
velopment, technical, general management, communication, transportation,.
civil engineering and systems programs, and project manager organizations.)-
Definitions will be furnished with the data call.

(b) With respect to each function, determine total numbers of military-
and civilian, by rank or grade.

(¢) With respect to each function, determine distribution of professional
Dersonnel by age and length of service. (GS-5 and up; Navy ensign, Army-
lieutenant, Air Force lieutenant, and up.) : )

(@) With respect to each function, determine distribution of professional
personnel by educational attainment (high school, college, advanced degree).

Determine present turnover rates by function for fiscal year 1968 ang trends-
for the past 8 years where the data is available. Describe current programs for-

specifically planned and directly conducted recruitment programs versus those:
that are broceeding on an ad hoc basis,

Determine the extent of training and educational opportunities provided to
employees, both on the Jjob and off the job. Identify basic gaps or deficiencies.

Determine, in general, the quantitative adequacy of stafling for the foreseeable
future, by function, as seen by management, Provide statistics where available-
and applicable.

Determine the qualitative adequacy of staffing and identify critical weaknesses,
by function, as seen by management. Provide statistics where available and
applicable.

Data obtained from the above interviews will be systematically compiled in-
reference notebooks, Summaries and comparative tables will be developed into-
a succinet paper for presentation to the Policy Board at its meeting on July 18.

a proposed milestone schedule for further factfinding, analysis, and reporting-
of recommendations to the Board during the period August-December,




274

MODEL STUDY OF CONTRACT ADMINISTRATION

Secretary Charles and General Ruegg have suggested that this area be se-
lected for an immediate depth analysis. The objective would be not only to
formulate a complete action program for further improvements in this field, but
to establish a model which then might be emulated in similar studies of other
functional fields.

Tt is planned that two members of the task force, Captain Beyer and Mr.
Churchman, supplemented by one representative of each military department,
as required, and DSA (DCAS), will form a special team to establish this model
starting immediately.

This special team will cover the full range of subjects outlined under the
jnventory project above. In addition, the group will endeavor, in time for the
meeting on the 18th, to arrive at at least preliminary conclusions and recom-
mendations for consideration by the policy board.

Tt ig likely that this effort will generate the need for additional followthrough
studies to be conducted by an appropriate group beyond the July 18 date.

CONCLUSION

It is hoped ithat the above steps will yield gufficient factual information and
problem identification findings that the board can profitably spend time at the
July 18 meeting in reviewing the material in detail and in formulating plans
for the next stage.
GLENN V. GIBSON,
Acting Assistont Secretary of Defense (Installations and Logistics).

LIST OF PERSONNEL AND PLACES TO BE VISITED

Army—Assistant Secretary (I & L.):
1. DCS/Logistics.
2. CG/AMC.
3. CG/CDC for CG CONARC.
Navy—Assistant Secretary (I & L.):
1. DCNO (Logistics).
2. CNM.
3. Commander, Navy Ships Systems Command.
4. Commander, Navy Supply Systems Command.
Air Force—Assistant Secretary (L. & L.) :
1. DCS/S. & L.
2. CG AFSC.
3. CG AFLC.
DSA:
1. Director, DSA.
2. Deputy Director CAS.

AREAS OF INTEREST FOR DISCUSSION

A. Do you see any problems associated with the characteristics of the present
logistic work force? Areas that may be possible subj ects are:
Aging of the work force.
Educaltion level.
Military, civilian mix.
Grade and rank distribution.
Personnel turnover.
Quantitative staffing.
B. Do you consider that there are problems in personnel requirements plan-
ning? Areas for consideration may include:
Determining skill requirements.
Grade levels.
Military, civilian mix.
Advancing technology.
Budgetary planning, for example, float for training.
Availability of long-range plans for logistics systems.
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C. What problems do you encounter in personnel Procurement? These may
involve:
Recruitment authority,
Recruitment programs,
Mobility of applicants.
Quality of area work force,
Excessive demang for rare gkills,
Responsiveness of the civil service system.
Training versug operational requirements,
Loss of available skills.
D. What issues ‘regarding development and retention of personnel do you
consider problems? Possible areas may include:
Career development, vertical and latera] movement,
Mobility, rotation,
Training versus operational requirements,
Job classification.
Promotiong,
Incentives and opportunities for broad development (manager develop-
ment).
Hducational opportunities,
B. What problems may be associated with bersonnel management in general?
Pogsible issues may be:
Personnel managers responsiveness to mission objectives.
Functional managers influence on bersonnel management,

Mr. Roeack. You raised some fundamental questions, but I am not
sure in one case at least what the answer was, You are clear about
the answer to No. 3, which is “Yes,”

r. Morris. Yes, sir.

Mr. Rorack. No, 2, you ask whether automated inventory manage-
ment systems of the services should be identica] or at least more uni-
form. I am not sure what the answer to that is. Do you believe they
should be?

except that we are convinced that, we need from this point forward to
correlate our planning in 2 very formal way, which we admittedly
have not done uring tﬁe Past 5 years.

r. RoBack. We will get to the first question a bit later, but dis-
cussing this one for a moment, I gather that the essence of the General

then some Years later, at the coordinating level, You come in and decide
that this is the time to coordinate them. The General Accounting

flice is saying, if T understand their critique, that you ought to get
in much earlier rather than late, after the mistakes are made.

Mr. Morrrs. Yes,

Mr. RoBack. Because these mistakes are costly, they commit the sery-
ices to heavy investments in machinery which may be obsolete or
limited in capacity or misconceived as to function, and You ought to
spend a little time studying the matter before making these important
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decisions, rather than letting them be made and then coming in and
‘saying it istime to coordinate them.

Mr. Morris. And we are looking to the future agreeing with that
principle. We feel that the posture that OSD has taken in this matter
in the past b to 8 years has been the proper one.

We felt that the most important first steps were to allow the
services to develop their own systems with standardization within each
ervice, while we in OSD concentrated on the common language
.standards, such as represented by the standard requisitioning, shipping
and accounting procedures. We think that if we had moved other-
wise we might have failed to do the latter and we might well have
.stifled the creativity of the services which T personally feel has been
‘terribly important.

From this point forward we are all agreed—my counterparts in the
Army, Navy, and Air Force and myself—that we must review before
‘the fact, and this we plan to do as & body, not as a unilateral OSD
activity, and set common policies through such a collective mechanism.

‘Mr. Roack. Many decisions are in the making or already have been
made. Many kinds of systems are in operation or about to be.

Mr. Morgis. Correct, sir.

Mr. Rosack. And you are coming in at a time when perhaps these
.decisions are irrevocable? :

Mr. Morris. We do not plan to walk back the cat on the current
plans of the four services as they have been explained to you. .

Mr. Rosack. We are getting into second, third, and maybe later
.generation computers. We are getting into high-speed communica-
Tions. These are critical decisions. The technology is now available.

Mr. Morgis. Yes. :

Mr. Ropack. And it looks like what you are saying now is that you

“have to develop some kind of coordination mechanism over the next 5
-years. By that time most of these systems will be in place.

Mr. Mogeis. It is our full desire that they proceed as rapidly as
possible to come into place. We think that each n its way meets a real
need and isa definite advance for the service concerned.

We feel with the standard communications procedures that have
been developed, that there is no problem of communication between the
services that is significant, nor no bar upon any service system to
using high-speed communications. The AUTODIN system, the Auto-
matic Address System and techniques of that type.

‘What we are now looking for is the ;planning toward the next
.generation of change which would begin to occur toward the mid-
1970’s when even newer hardware might be available. This I view as
‘being in the nature of further refinements, and further pioneering of
-the state of the art to achieve the end goal we now describe as inte-
grated logistics support.

Mr. Ropack. The General Accounting Office, at the request of the
Appropriations Committee of the House, made an inquiry into auto-
matic data processing. This study was published in the hearings of
the committee, and it reports the opinion of the GAO that “there is
o basic need for an overall plan within DOD that will, among other
things, provide more adequate control over the planning, develop-
ment and implementation of management systems.” Do you subscribe

+to that opinion?
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Mr. Morris. We do, sir.
r. RoBack. You do? You said yes?

Mr. Morris. We do, sir, and that is the plan that T have outlined
as we now contemplate implementing it.

Mr. Hourrrerp. Does that plan, as you have outlined it, coincide
with the plan that the GAO had in mind or not?

Mr. Morris. Sir, I don’t know that they recommended a specific
plan. They recommended that we do achieve this greater coordination
before the fact.

Mr. Hovtrrerp, Have they made any comment upon this method
of approach to achieving it ? :

Mr. Morris. They have not to me, sir,

Mr. Roack. What is the plan? Do you have a development plan
published ?

Mr. Morris. We do not,

r. RoBack. Promulgated ?

Mr. Morris. The first step agreed upon in late Ma ,, among the
services and our office, is to establish what I have described as this
joint staff of best talent from each service, DSA, under the super-
vision of my staff, :

Its first assignment will be the development of g blueprint in
concept. There are drafts of thig kind of thinking already in being.
We would hope that the materie] secretaries would be meeting very
frequently to consider the products of this staff over the next year,

i i Ejectives for the 5-year plan within which
the service design organizations—which as you have heard are now
quite substantial in each service—will do their own long-term design

Mr. Ropack. What is this plan aimed toward, compatibility among
the services, standardization ?

Mr. Morris. As fully as this is a desirable thing to achieve, Mr.
Roback, we are still fay from certain how complete. I don’t think we

Ow enough individually or collectively as to the value of complete
standardization among the services, due to thejr differences in mis-
sion, weapons Systems; operating conditions and so forth.

The last thing that T personally feel we should allow to happen
today is the sti ing of the creative work that is going on and has
been going on in the services. We need to simply pool our best talent,
and agree upon those things that are wise to do in complete uni-
formity, and those things which must properly deviate based on
vs%fvrice requirements, We are still very much in a creative and research
Phase.

Mr. Roeack. What is the nature of compatibility ? T mean, what
values are you seeking? You don’t know yet ?

Mr. Morris. I would define it in simple terms as being that of simply
applying the best experience, and knowledge and developments of
each service across the board. Let me give you an illustration.

I think the Air Force has pioneered what all services now have

transaction reporting in the selected high value critical item category
c}?lled recoverable items. They are proving the feasibility of doing
this,
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From that experience we can apply that technique in some fashion
to similar requirements in each service. This is the type of cross
fertilization, in the near term, that I think is most important for us.

Mr. Rosack. Now, suppose each service follows through on that
type of a system, but the computers they use and the reporting system
they use, let us say, are not compatible one with another In some
respects. Then you have certain limitations imposed, if you want to
cross-service or integrate supply in a given theater. What is the con-
cern, what are you trying to get from compatibility ¢

Mr. Morezs. First of al%, T think that we——

Mr. Ropack. You don’t want compatibility merely for esthetic
reasons ? :

Mr. Mogrris. No, sir; never. Tirst of all, I think that we have full
capability today for cross communication, the reuse of assets at every
level. I am not concerned with this. I don’t think that is the kind of
problem that any of us are worrying about.

We are concerned that we apply the highest state of understanding,
experience, and accomplishment 1n future systems design in all serv-
jces based on the thinking and experience of each service.

Mr. Ropack. The Army in testimony over several days developed
its projections, its plan for standardizing within given areas of man-
agement concern, for example, the so-cal ed NAPALM system.

Mr. Mozrris. Right, sir.

Mr. Roack. Which the Army Materiel Command is concerned
with. That is right; isn’t it?

Mr. Mogrris. That is correct.

Mr. Rosack. The Army—— :

Mr. Mogrgis. That is the inventory control level.

Mr. Ropack. This is a system which will take some years to develop
and put into operation fully. Is that being examined at your level to
see whether there are some things that ought to be done differently,
not because you are trying to tell the Army how to run its business,
but because there are some CONCEINS which transcend the Army’s own
requirements?

Mr. Mogris. The planning for this is well along, and T would say
yirtually complete. We have kept in touch with its progress.

I personally am satisfied it is a good plan for the Army. It will
achieve, among its several inventory control points, that degree of
i&lternal standardization which is desirable if not essential within the

rmy.

I v?;ould not plan to try to alter that basic design at all, but rather to
feed into it, and it is a flexible design, the experience with AFRAMS
and similar systems within the sorvices. This can be designed within
the service itself.

Mr. Ropack. Your position is that given the designs to date, and
there have been many and creative ones, then it will be your effort
in the next 5 years to see to what extent you can improve those or
coordinate them or make them more compatible ?

Mr. Morris. We will have two objectives. One is current refinements
through current cross fertilization of experience, again mentioning
AFRAMS as an example, and two, planning for the complete new
generation of systems which each service will undoubtedly start in-
troducing in the 1975 and beyond era.
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Mr. Roeack. I believe the General Accounting Office stricture is
that you should be in on the ground floor. Is that what they are
saying?

%IP?MORRIS. I believe it is what they are saying as to the future,
and I interpret that to mean for 2 new systems design of a major
nature which cannot start taking place until the mid-197 0 time frame,

Mr. Roeack. Do you have in your office the capability to do that
kind of work for the future ? Areyou developing it ?

Mr. Morris. We have a good nucleus capability Which.importantly

Mr. Morris. That is partially the philosophy, but primarily we
need to bring the precise and unique experience of each service to-
gether and pool its understanding and knowledge. This is the way, if
You will examine our history, that we have progressed in many fields
over the last decade. Tt is the kind of evolutionary development that
brought integrated management, for example, to full fruition in 1962,

Mr. Roeack. What is your nucleus? Have you got one man work-
ing in this field, say ¢ ‘

Mr. Morris. T would say we have a half dozen very knowledgeable
people, which in terms of our staffing is pretty rich,

Mr. Roeack. And do you intend to expand that ?

r. Morris. I am not certain that we will find it desirable or neces-
sary, Mr. Roback. The services have several hundreds of people in their
various central systems design and review offices, That is where I think
the real concentration of talent belongs, ag long as we can put a cap on
it, both in terms of policy through the Assistant Secretaries in terms
of knowledgeable staff experts working for those Assistant Secretaries

Mr. Mogrs. Yes.
Mr. RoBack. And what is the status of that?
r. Morris, Starting in the late fifties, when it first became appar-
ent that the Secretary of Defense should exercise some coordination
over the acquisition and use of computers, this function was assigned

In 1962 that was transferred to my office at Mr. Hitch’s request,
because I had had a articular interest in this which he was aware of.
It has now been decided that the long term best home for this function
18 the Comptroller’s Office, It has to do primarily with the acquisition
of hardware. It does not relieve us in any way of our interest in or
responsibility for software or program design in the logistics field.

r. RoBack. That transfer of responsibility is pointed toward
procurement,

Mr. Morris, Acquisition,
Mr. Roack. Toward the market,
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Mr. Moreis. Yes. )
Mr. Rosack. And not toward management systems, internal man-

agement systems.

Mr. Moreis. Of course you can never fully separate these. As I
ointed out, our monitorships since 1962 in this hardware field has
involved being sure that the specifications upon the basis of which new
equipment was to be leased or bought were adequate before the pro-
curement action took place. The Comptroller’s Office will still have
properly that kind of a review interest.

Mr. Roeaok. Now, if the Comptroller’s Office is interested, let us
say, in & oomg)etitive procurement base, and best pricing to the Gov-
ernment based on competition, your office would be concerned also, not
only with that but whether this might interfere with some types of
equipment for management purposes.

Mr. Mozrzis. That is correct.
~ Mr. Rosack. This is the problem of machine independence; is it

not?

Mr. Mogrs. That is correct, and of course these things happen to-
day even though my office is the coordinating point. Any financial
management systems involving computers are functionally the respon-
sibility of the Comptroller, research and development is the respon-
sibility of the Director of Research and Engineering ; manpower is
the responsibility of the Assistant Secretary for Manpower and so
on. This will continue to be the case.

Mr. Rosack. Do you believe in machine independence?

Mr, Morrs. I would like to know a little more precisely your
definition.

Mr. Rosack. Well, as I understand the problem, and we have heard
some expression about this, do you get locked into particular kinds
of hardware? Now, maybe 1 am not using the term ri ht, but I under-
stand the problem of machine independence to be: gn the one hand:
you want to have everybody competing when you buy all these com-

uters, of which there are many, and they are expensive.

On the other hand, after procurement you need programing and a:
language which will be able to permit communication between these
different hardware types.

Mr. Moreis. This is the reason that basic systems designs must be
worked out over periods of often 1, 2, or more years to completely
blueprint it before we go out for major computer acquisitions.

As in the case of aircraft systems or missile systems, you can get’
competition at the outset—either price or design competition—but
once you have made your selection on 2 competitive basis 2 ainst
your master blueprint, then you are frequently and quite proper%y de--
Sirous of standardizing on your hardware elements, as long as you
retain that particular system.

Mr. Ropack. Well, the Air Force made an award to Burroughs for-
computers for base logistics management and control.

Mr. Morezs. Right, sir.

Mr. Rosack. Now, can Burroughs talk to IBM, so to speak?

Mr. Morris. To the extent that the systems need to communicate in-
terms of requisitions or transportation instructions and so on, ma--

chine independence isnot a problem.

Mr. Ropack. That is not a P oblem ?
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tioning, transportation and accounting now exist,

Mr. Morris. It would arise primarily I think internally to DSA
and each of the military departments gt each of their principal operat-
ing levels—~inventory control points, depots, major bases, et cetera,

or example, the Inventory control points in Arm » of which there
are, Ibelieve, Dr. Brooks_°

r. Brooks. Seven. ;

r. Morris. Should be able to communicate exchange tapes ang
have exact programs internally to their equipment. The same is cer-
tainly true of DSA, Navy, and Marine Corps. But as between the
services, I have doubts ag to whether this is an essential requirement.,
Certainly it is not, in today’s state of the art in terms of the level of
interservicing that we are engaged in.

r. Roeack. The question of interservice compatibility you think
may be overvalued ?

r. Morris. I think we are achieving very great accomplishments
on interservicing of supply assets under today’s system.

Mr. Roeack. But I mean the compatibility of the equipment types.
Is that a serious problem ¢

r. Morr1s. My personal view is that this ig not a problem of any
consequence to us today.

Mr. Rugy. T may try to add something to that, Mr. Roback. T think
the problem has been somewhat overstated. For example, if we make
an integrated supply assi i
ices, the change that tha service has to g0 through requireg some re-
programing of their computers to satisty some the policies of the other
service, but it is not g major job.

0 give you a specific example, let’s assume that the Air Force gets
the job of supporting the F—4 for a]] services, and they have g policy
of a 90-day depot level. That 90 days is programed into the Air Force
computer,

Now, if they want to change that in some way, because of this addi.
tional responsibility and make it 120 days or 60 days, they have to
reprogram the computer, because the computer will only do ‘what you
tell it to do. Tt will compute 90 days or 60 but it won’t do both unless
1t is told to do so, But these are problems,

Mr. Horirmrp, Why should it have a different number of days, for
instance, than the service that it ig supplying ? Is that g reasonable

question ?

Mr. Mogrss, Sir, we do have necessarily different stock levels among
the services, depending upon their own supply echelons, For example,
as you have heard, the Ajr Force is able under its system, which op-
erates between fixed bases, to sustain g, lower total Inventory than the

rmy, which must have two or more echelons of supply.

r. Horrrmerp, So this is basically justified by the methods of trans-
portation available to the different services, and the methods of trans.-
portation which they use, for instance, ships for the Nay » and planes
for the Air Force, : '

Mr. Morris, Right, sir, but importantly to the extent to which these
are using forces at the end of the pipeline are fixed or mobile. The
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éxrngy today is very mobile in Vietnam, whereas the Air Force is
ed.
Mr. HOLIFIELD. Tell me the technical answer to this question. What
is the problem involved in terms of time involved in reprograming
a computer program, let us say from 2 90-day stock program to a 120-
stock program ¢

Mr. Rrumy. Just that simple example is not a job of any real
consequence.

Mr. HourFrerp. In other words, you could do it in a couple of hours
or a day*?

Mr. Runy. A few days; yes, sir.

Mr. Hourrrerp. In 2 few days. :

Mr. Roeack. Is it true that the large problem in compatibility has
to do with the training of personnel if you have different types of
equipment. Fven though the equipment can communicate, personnel
are not necessarily interchangeable because of the special training re-
%uirements for that type of equipment ? s that the main problem

ere?

Mr. Ruuy. That is one of the problems. If you have different
equipment and a different system then you run into & sizable training
problem.

Mr. Roeack. Whose concern is this? Now, in industry there are quite
a few highly developed sources of research development and produc-
tion in this field, and to some extent they may be interested in devel-

oping their own unique systems. The Defense Department may be
interested in standardizing the training r(%%rlﬁrements so that there
is interchangeability. How do you mesh ? o has the R. & D. re-
sponsibilities in the Defense Department on the Grovernment’s side,
and how do you disseminate or how do you convey these findings, if
you get any

Mr. Riuey. Let me try to answer that this way, Mr. Roback. As you
know, I am sure, over the past 10 years both Government and indus-
try have had @ sizable effort going on to develop a common business
type language. Tt is referred to as COBOL. That has now substan-
tially been completed. The Detense Department is now requiring that
all future computer acquisitions for business applications will be
programed to use the COBOL language. This will substantially reduce
the training problem because the computers will all have the same
programed language. This will greatly minimize the problem.

Mr. Roack. Is this a specification?

Mr. Riey. Yes.

Mr. Ropack. And is this Grovernment-developed or is this industry-
developed and Government—approved@

Mr. Roey. It is jointly developed with the industry—both users
and manufacturers of computers—and with the Government. The
Defense Department further defined the levels of COBOL to be avail-
able with different sizes of equipment and required COBOL on all
machines used for logistics and other administrative purposes.

Mr. Roeack. Is this a Navy development or OSD?

Mr. Rey. Noj it was jointly developed by OSD, the military de-

artments and industry.

Mr. Roeack. And how does the specification read in your procure-
ment? Does it actually refer to COBOL?

— e ————
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Mr. Rirey, T believe there is g specification, a clause put in the con-
tract that the computer will he brogramed for COBOQT, language.

Mr. Rosack, You can give us the language, submit the actual lan-
guage on that?

Mr. Riugy. A11 right,

(The information referred to follows :)

ExcErprg From REQUEST rog PrOPOSAL USED IN 4 RECENT Navy CoMmpUTER
Acquisrtion

CHAPTER 5.—SPEcIAT ConbiTIONg

he follow 0g paragraphg breseribe certain Specific conditiong
Wwhich must be satisfieq by the vendor in order to be considered responsive, and
those features, characteristics, and: support which are considered desirable but
not mandatory, Mand‘abory Trequirementy are established in order to define the
minimum acceptable system. A statement concerning the vendor’s ability to ful-
fill each mmandatory requirement mugt be made in part 1, section 2, of the pro-
Pposal,

5-2 Mandatory requirements :

a. Systems verformance.— 'he Proposed System (s) must have sufficient
Speed and capacity to completely Process all the brograms provided in ex-
hibit 1, attachment IT, within 200 computer hours ag described in chapter 4.
This is based on the measure of ithe monthly workload times the extension
factor,

b. Ava.ilability of equipment:

(1) An components of the bProposed system must have been formally
announced for market purposeg on. or before the closing date of the RFP,

(2) The selected vendor must be able to meet the schedules shown in
baragraph 2-9, chapter 2, attachment I7,

c. Bquipment ohamctem‘stios :
(1) Vendor must supply hardware features for multiply ang divide,
(2) Operator console typewriter.—fl‘he computer system must in-
clude g fully buffered, online congole for operator-computer communi-
cation. A bermanent copy of oberator/computer- communications, must
d by the system. Program initiation ang termination time must
be provideq either ag it oceurs or may pe stored internally until re-

quested by the operatior,

(3) Cardg mader/pum:h.—l‘he broposed system must provide at the
central brocessing facility the capability of reading and bunching stang-
ard 80 column, 12 TOwW cards. The card reader ang card punch mugt
contain g check to verify the accuracy of reading and bunching,

(4) Magnetic tape Unit.—The Droposed system must have gt least
SIX magnetic tape units capable of brocessing Input/output data, Tape
units proposed must include reaq after write checking feq ture,

(5) Pm‘nters.—The broposed computer System must brovide at leagt
one line printer capable of :

(b) Produreing six legible copies of multipart Ppaper,
(e) Producing a legible lagt €opy of DD Form 1348 using seven-
part forms brocured by the N avy through GSA.
(d) Producing, under program, control, single-space brinting,
double-spaee brinting angq bage ejection.
6) Immediate access storage.—The system. must include immediate
aceesy storage such as drum or disk storage of characters for user
programs,

d. Vendor Support :

vide technical assistance in brograming.
97—475~68\19
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(2) Tra/ining.——The vendor must provide training for programers and

operators as specified in pamgraph 292D, chapter 2, attachment II.

(3) M amtemmoe.——'l‘wo hour oncall maintenance service will be re-
quired 16 hours per day, b daysper week.

(4)- Vendor will provide 2 means to use oT must convert about 300
IBM RPG 360 programs. This requirement is separate from paragraph
(1) above.

e. Software requirements: Software requirermentss are:

(1) Avauabimy.——All mandatory software must be furnished at time
of installation.

(2) Executive control system.——’l‘he executive control system must
take full advantage of the features of the computer hardware.

(@) The system, together with the software, must include debug-
ging, diagnostic trace, and dump routines.

(b) The system must control and coordinate all connected hard-
ware and associated software.

(¢) The system mmust provide for a continuous flow of externally
scheduled batch processing jobs SO that operator jntervention and
getup time are reduced to 2 minimum.

d) The system, together with the associated goftware, must
provide the capability for creating and maintaining gource am
object program libraries. Library access will be under executive
control for object programs utilizing the object library routines
during execution.

(3) COBOL compilers:

(a) A COBOL compiler must be Jelivered with the installed
system.

(b) USASI standard COBOL compﬂiler.-——Within 18 months after
the date of approval by the USASI of a standard for COBOL, the
vendor must provide @ COBOL compiler which meets the approve
USASI standard level 2 and which will run on the proposed system.

Level

NS o omemmemmmmmem T I
O T
v
Random T
Segmentation ____________________________________________
e O oo ot oD

(4) Symbolios.——A symbolic language compiler capable of operating
with the system.

(5) Report genemtor.——A program to generate reports which will
produce gpecific object programs that are usable on a continuous basis
and accessible from the object program jibrary system.

(8) Utility routines.—General utility programs to perform the following:
¢) IAS data to magnetic tape and vice versa.

(b) Punched card data to IAS and vice versa.

(c) Magnetic tape to printer.

(@) IAS data to printer.

(e) IAS data to magnetic tape and vice versa.

) Magnetic tape copy.

(g) Magnetic tape sort/merge program.

(h) Any other software normally pro 1ded with the system.

5-3 Desirable featm'es.——The following Jesirable items should be proposed by
the vendor available. These items will be considered in the evaluation process.

a. Utilization log.—An automatic executive control system feature which stores
and supplies 2 comlpmehensive computer gystem utilization summary from data
gamheredi antomatically during normal pmcessixnzg. )

b. Delivery.—It ig desirable that the system be delivered and installed within
30 days after the date of contract award.

c. Hamdling test score papers.—lt is desirable to have a device capable of
reading test marks on a scoring sheet and transcribing the data to magnetic tapes.
(See exhibit 2 for & sample sheet.) A different answer sheet form can pe included
4n the proposal by the vendor, if it allows the same number of answers and same
type of documentary jnformation.

- ——_— s s
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Mr. Rogack. How long hags this been going on? How long would
you say this wag g, requirement ?

Mr. Riuey. That Trequirement went oyt in September 1963,

r. RoBack, Now, Mr, Secretary, T am not sure youy, answered the
first question that you were asked about, the benetration of the supply
chaln. : -

Mr. Moggrs, Yes, sir, :

r. RoBack. You were asked how much central control over inven-
tory should there be, and what degree of centralization should there be
In the services, :

YOW, you are familiar of course with, the discussion that we have had
with the Army about the role of the Army Materiel Command with
relation to overseas supply depots anq centers. The Genera] Account-
ing Office has been critical of | ack of redistribution because there
hasn’t been g, single place where you can get full and Systematic infor-
mation on worldwide supplies, worldwide inventories,

OW much visibility of stocks do we lack that You think we ought to
?

Mr. Morrrs, T think the Important points, if I might repeat them,
are as follows:

hundreds of places throughout the world. .

the record, under which those items stratified at “very high” and
“high” levels, dependfing on annual value of demand, “wil] be sub-
jected to intensive worldwide management., T

The Air Force hag proceeded very farin that direction already with
its 77,000 recoverable items, which 1s less than 10 bercent of its second-

ary items, but yet that part which is worth worldwide control. T under-
oceed in th

Mr. Roeack. Tt ig not based upon the hature of the item.

r. Morrrs, Tt may in addition.

r. Roeack, Tt may be. o
Mr. Moggis, There may be additions to any such list, depending
- upon criticality and importance of apn item, v

I. RoBack. T can’t understand offhand, looking at your classifiea-

tion, how you ean get any necessary distinction in types of items, For
example, just ofthand, and this may be a PX item, T am not sure, but
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beer and soft drinks are very important in Vietnam and are moved
there by the millions of cases. The value for beer in Vietnam would be
very h%gh. Would you then propose that beer be an airlifted item, let
us say ¢ : -

M]Z Mogrzs. Not necessarily. It is not an appropriation funded item,
so we don’t have that issue, as you pointed out. ~

Mr. Ropack. Soda pop; 1sn’t that—,

My, Morrs. They are 1] PX items, sir.

Mr. Rosack. That isall PXE

Mr. Morris. But sandbags, for example, we use just unbelievable
quantities, hundreds of millions of sandbags. The bag itself is very
inexpensive, perhaps 15 to 90 cents. But this isa hi%h-value item that
is intensively managed today, because of its criticality, large volume,
high demand value. ‘

Mr. Ropack. But what items are solected for intense management:
depends on the demand and not on the nature of the item, so that any
item at onetime Or another canbea candidate. ,

Mr. Mogrts. That is right, but any {tem that a service judges because
of criticality tobe important can be included in this intensive manage-
ment category- ‘

Mr. Ropack. s this an in and out pmposition, that is, the intensive
management list is changing constantly ? ~

Mr, Morsis. It would certainly be changed every year, though the
volatility would not be too great.

Mr. Rosack. How do you know until after the consumption that the
item is eligible? 1 suppose this is a trial and error proposition. -

Mr. Morgis. Our directive defines this as annual demand where that
is fairly level,or lanned issues for the comingyear.

Mr. RoBAcK. andbags became a highly valued item after the Tet
offensive. '

Mr. Morris. They were well before that, I can agsure you.

Mr. Rosack. That is true but the demand has grown greatly since
the Tet offensive?

Mr. Mogris. Yes. '

Mr. RoBACK. And your annual statistics wouldn’t show up the Tet
offensive until the end of 1968?

Mr. Morgis. So we can easily add and subtract, month to month if
necessary. Wedo this in fact in ammunition control which I addressed.
This has been the most highly managed segment of our inventory for
the past 2 years. There are some 100 1tems that we are currently man-
aging, but we may add and drop items from month to month, depend-
ing upon usage. ‘ : :

Mr. Riuey. Mr. Roback, when we make up & budget you recall we -
are anywhere from 18 months to 2 years away from the beginning of
the budget year. So we can project that demand at that time. We will
have a high value item that we will be managing for a period of at
least 3 years. The principle of the high value jtem is that we want
to control as large percent of our procurement dollars as We possibly
can and keep them under visibility. This is the approach through
the high value jtem, intensively manage 2 small number of items but a
large portion of the dollars in our procurement budget.

‘Mr. Rosack. The high value item in one service at any given time
may be low value in another.
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Mr. Moggus, Quite trye,

I. Roraok, So that even though you haye the demand in one place
and the availability in another, yoy couldn’t necessarily match them,

r. Morrs, T might add one other dimension to what we call inten.
sive Management. In the very high category we expect. this to he daily
review, like the Air Force system for recoverable items. In the high
category we expect this to be quarterly review. Tn the medium and
lower categories it may be 6 months to annual review, with deliberate
economic order quantity buying of large quantitieg so that we don’t
need the intengive review,

Dr. Brookg has just Pbrepared an analysis of the degree to which
Army inventory Imvestment, ig intensive]y managed, and it might be
appropriate to ask if he would comment on thig,

r. hoBack. Pleage do, but T am making the point here that in the
Intensive man; gement, since it jg service—oriented, you don’t get the
exchangeabi]ity that you woulq require. A fter all, the burpose of visi-
bility is to redistribute stock asrequired; isn’t it

. Riey. That is only one of the Purposes,

I. RoBack, One of the purpoges,

Mr. Moggis, Yes.

. RoBack. Anq that is an important purpose, to keep from gen-
erating undue excesses and to move stock to points of need.

r. Morrrs, Probably the most important burpose is to be sure
we do not deadline important equipment, that we Support the troops.

. RoBACK. Yes, ;

Mr. Mogrprs, That is the reason for the Red Ball service,

Mr. Ropack. The deadline problem ig Separate. You have already
taken care of that In your special items. We are talking about second.
ary Now; are we not ? '

Mr. Mogrrs, They include the spare parts, §9 billion of aircraft
parts, for example, $6 billion of other vehicle anq end item parts, so
two-thirds of oy secondary items gre in parts,

r. RoBack. Dr, Brooks.,

1. Brooxs, Just dealing with the problem that You raised of gec-
ondary items, Mr., Roback, the Army’s total Procurement in 1968 of
secondary items, and this includes the components and assemblies, the
major repairable combonents of eng items, it includes the hits and
pieces, spare parts and supplies, our total procurement wags $1.8 billion
in 1968,

As the previous Army witnesges have testified, we have toward
the end of the fiscal year inserted an intensive management system
test for AM(’s ownership worldwide of a limited number of thege
items. The number is aboyt 1.800 at the bresent time. That is Jess
than one-half of 1 percent of the items that the Army is responsible
for. :

However, the Procurement valye of these itemg in 1968 was $800
million, so that We are covering with that very sma]] group of items
about 44 vercent, we figure, of the total procurement value of Army
items in that year. This is just, g be,.(,rinnin,q, T should say.

@ do plan to extend thig coverage, and oyr goal is to cover in
the secondary item areg, about the tota] bercentage of Procurement
that we are covering in the principal item area, which is now he.
tween 70 and 0 bercent. We want ¢, get up to that leve),

.
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Mr. Rosack. Is this a firm plan now, 1 mean to develop, t0 extend
this, or are you still testing the first 1,800 items? It was & little un-
clear in the record whether this was just an experimental effort or
whether you are establishing this as an intensive management, contro
system. : ‘

Mr. Brooxs. The answer to both questions is, “Yes,” Mr. Roback.
Tt is mow a test, and yes, we do intend to go further with it.

Mr. Rosack. Do you have a descriptive paper or memorandum ol
this that you cal submit? '

Mr. Brooxs. On the test.?

Mr. RoBacK. Yes. :

Mr. Brooks. Yes, sir; we can submit that for the record.

(The information referred to follows:)

©On May 1, 1968, the Army initiated the test of an intensive management. system
to determine the feasibility and worth of Army Materiel Command———AMG——
ownership overseas of a limited number of super high dollar value gecondary
jtems. The test began on May 1, 1968, and is scheduled to run for approxima‘wly
1 year. The stated objectives of the project are:

a. More responsive, efficient and effective supply gupport to overseas
commands.

b. Total asset visibility and control.

. Improved jinventory management.

d. More precise definition of requirements.

¢. Better pudgetary data. .

£. Basis for Department of the Army decision on extension of concept.

The test is being conducted in the two major oversea commands»—USAREUR
and USARPAC——and AMC. It encompasses only secondary items, excluding prin-
cipal items entirely. The secondary items selected for this test are pboth PEMA
and stock funded and have been gelected from the high-dollar value category
based upon operartional significance criticality and cost value.

A total of 1,783 items are included in this test, 909 of which are PEMA funded
and 874 are stock funded ; 1,532 are recoverable items and 251 are expendable;
995 are prime items and 788 are substitute items. The selected items represent
less than one-half of 1 percent of the items the Army is responsible for ; however,
the procuremen't value of these items in fiscal year 1968 was appmoximately 44
percent of the total procurement value of Army items in that year.

The scope of 'the test is currently being expanded to include aviation jtems in
Vietnam. A goal has been established to place under AMC visibility and ‘“con-
trol,” approximately 70 to 80 percent of the procurement dollars expenditure
in the secondary item area. Current plans are to increase the range of items at
such time as the AMOC-NICP’s are capable of agsimilating and using the data.

Mr. RoBack. You mentioned “Red Ball,” which is & system designed
to keep equipment from being deadlined.

Mr. Morris. Yes.

Mr. ROBACK. And we had some discussion with earlier witnesses
about it. Now, the Red Ball concept, I am advised, also has been fol-
lowed by the Red Ball Txtended. Have you ever heard of the Red
Ball Extended?

Mr. Brooxs. Yes, sir.

Mr. Rosacxk. The Red Ball Txtended, as I understand it, s designed
to anticipate breakdowns and prevent them by ordering equipment
when it looks like you are going to need the replacement; is that right?

Mr. Brooxs. That is correct; yes, sir. ‘

Mr. Ropack. The theory of that would be to decrease the Red Ball
requirements?

Mr. Brooks. That is correct.

Mr. Rosack. If you order in advance, anticipating, then you won’t
need so much Red Ball?

- ———— s



tended that you mentioned. The other is improved determination of
Stockage lists at the unit level, that is, what should he have in stock
on a normal basis, in order to meet thegse demands. This has been
Improving, particularly in Vietnam over the last year or two, so that
the total volume of Red Ball requisitions has shown a downward
trend.

Mr. Rogack., Up to a recent, time, if T recollect g finding in an Army
study, the Red Ball has expanded along with Req Ball Extended.
This gets to be a little bit of jargon here, but. the point is, if you
are going to anticipate breakdowns, then you shouldn’t have to be
ordering so much after the breakdowns, but this hasn’t shown up in

Mzr. Brooxs, Yes, sir; that has been our experience, I wag just look-
ing at General Scott’s statistics at the 1st Logistics Command. Hig
average Red Bal] during fiscal year 1967, his average number of Red
Ball requisitiong received per month was running around 40,000. That
has shown g declining trend in 1968. It is now around) 25,000 g, month,
and we anticipate that it wi]] level off at about, 20,000 a month. In
other words, it has come down by about, 50 percent. This is the volume
of requisitions received.

oW, it may be that there is a nomenclature confusion here in that
I think the Red Ball Expandeq means the same thing as Red Ball
Exyte‘n.ded. 1t is an extension of the system of ordering. The Red Bal]

Mr. Roack. We also heard that Red Bal] Was coming at them from
Okinawa as wel] as from the States, The one that got there first won,
r. Brooxks, Yes, sir; that is correct,
Mr. Ropack. Ts that still in effect ?
Mr. Brooxs, Yes, sir. They get it faster from Okinawa, it Okinawa
has it. Okinawq has been supplying about 20 to 30 percent of the

Mr. Mogrgis, Yes, sir; we actually began our work on a test basig
in J. anuary to get the procedures debugged. In the first round we cip-
culated about $38 milli i i
tion of $1.4 million,

The second cycle beginning in the spring had $50 million of excess,
and is still being screened, so we don’t have the returns as yet. But
from now on beginning in June, there will be g monthly nomination
to the PURA at Okinawa by all services of items available for Te-
distribution. Thege will go through 105 days of screening in the
Pacific area, and then be declared to the United States.

. There is $144 million of excess on Okinawa lists, The June nomina-
tion, which picks up the preceding two increments ag well. Tt will be,
I would guess, about 8 monthg before we can begin to actually assesg
the value of that procedure. We are sype it is going to pay off. Tt wil]

aE——
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undoubtedly reveal many other problems that we will have to come
to grips with. :

One that we have already ascertained, as & result of our recent trip,
is the need for concurrent worldwide sereening of cortain accumula-
tions of items that we air® obviously not gong to consume in_the

foreseeable future within the Pacific. ‘As to those, we will report them

coneurrently to the CONUS ICP and the Logistic Qervice Center,
Battle Creek, and get a worldwide review at one time.
Mr. RoBack. Is the ultimate destiny of excess to be back in supply
system if it is not otherwise drawn?

Mr. Mogris. The objective is to redistribute everything for which
we have a valid or foreseeable requirement, and to identify that re-
sidual property on which we will have to make a decision whether to
sell somewhere in the Pacific area or

Mr. Ropack. In other words, the ultimate destiny after worldwide
screening will be disposable, not return to supply system [

Mr. Morris. Well, we will return it to the supply system if it falls
within retention objectives anywhere in the world. If it does not, we
will keep it in the Pacific and make disposal decisions.

Mr. Ropack. 1 mean if it is not drawn, then it won’t be restored to
some stateside depots? ; :

Mr. Moggis. Likely not, sir.

Mr. Hourrrerp. The cost, of transportation pack would be greater
than the value?

Mr. Mogzis. Right, sir. Case-by-case Jecisions will have to be made
obviously. ,

Mr. Roack. Does ARVN get inon that distribution ?

Mr. Morris. Yes, this stock will be used in meeting our ARVN
requirements. And possibly in meeting some of the AID require-
inents on a reimbursable basis, we will permit them to see these excess
ists.

Mr. RoBack. In other words, anybody who is supplying ARVN
would be a claimant, and not ARVN directly ?

M. Moris. I believe that is correct.

Mr. Brooxs. Yes, sir.

Mr. RoBack. Is that right?

Mr. Brooks. We supply the ARVN through MACYV in Vietnam.
They know the excesses. Lhey know the ARVN requirements, and
will draw as required.

~ Mr. RoBaCK. There was & certain amount of philosophic discussion

with the Army about the nature of all these special adaptations, Red
Ball and other responses. The General Accounting Office finding gen-
erally was that the system, the supply system of the Army wasn’t
geared to effective and economical supply, and therefore a lot of adap-
tations had to be made, whereas the Army was inclined to view these
adaptations as examples of how well the system is working. ,

Now, out of all this comes 2 proposal that if we have to do this -
kind of thing somewhere else again, o1 ail emergency basis, there ought
to be a relatively gelf-contained organization and concept that can
move, and become & supply operation without going through all the
trial and error, and this 1s known as the quick reaction inventory con-
trol center.

Mr. Mogis. Right.
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Mr. Roack, What is your view of that and what ig the state of
development ?

Mr. Mogris, Well, as T indicated on pbage 13 of my statement, T
share the Army’s characterization of many of the actions that have
been taken. T think they were innovations, T think they were wise ang
prudent to assure responsiveness in the supply system ag they have
so obviously done,

I believe we woulq use them in a futype Vietnam to the extent of
Red Ball, for example, and to the extent of high level 15-day visibility
On ammunition stocks, Thege things T think are bermanent lessong
learned.

The quick reaction Inventory contro] center is obviously something
that the Army would neeq in a similar contingency. My understand-
ing is that it is wel] along,

Mr. Brooxs. Tt has been activated, yes,

I. Ropack. What s it 2 Is it a table of organization, equipment or
I8 it hot bodieg ? :

Mr. Brooks. Tt is hot bodies right, now, sir. They are coming on
board. I don’t know it it is fully manned at this point,

Mr. Rosack. How are they disposed ? What do they do when they
are not needed for an emergency ¢ Are they in sort of ‘a standby ? Are
they in a simulated exercise position, or" do they actually perform
supply functions?

Mr. Brooxs, They will be in 5 training position, Mr, Roback. The
current plans are they will be at Fort Lewis, Wash. They will perform
actual supply functions,

r. RoBack. But in the contingency mode, so to speak ¢

Mr. Brooks. In the contingency mode; yes, sir. They will train on
actual supplies, They will be prepared, of course, to assume a muc
larger responsibility than they will at that station.

Mr. Rosack. Do You have a description paper or reference terms for
this organization ?

Mzr. Brooxs, Yes, sir.

Mr. Ropack, That you can supply ?

Mr. Brooxs, Yes, sir; we can brepare such g Paper.

(The informatijon referred to follows 1)

Detachmenty comprising the op
inventory control center (QRICC N .
QRICC is to consist of the 15th Support Brigade Headquarterg (TOE 54-297 179

T

nance management detachment, (TOR, 29-403T 2¢ bersonnel) angd g data procegs-
ing detachment (TOE 22-550T 98 personnel ).

The 15th Support Brigade Headqua:r‘tem will be activated at Fort Lewis,
Wash., in September 1968. The stock control, maintenance management, and
data Processing detachments have been activated at Fort Lee, Va. Thege detach-
ments are authorized g total of 262 personnel of which 140 are on hand. The
remaining bersonnel are scheduled to be on board by ¢ eptember 1968, Training
of the detachments jg scheduled to pe completed in December 1968, The van-
mmounted IBM 360 ADP equipment for the QRICC will pe delivered to. Fort Lee
in October 1968 for muge during the training period. At the completion of the
training brogram, the functional detachments and the ADP equipment will move
to. Fort Lewis and become operational in January 1969,

At Fort Lewis the QRICC wil] be interposed between Selected TOR units and
the COSMOS stock control fielq office. Requests for supplies wil] bass from these
units to the QRICC where fill will be made from G§ Supplies, if bossible. Thoge
requests that cannot be honored anq replenishment requisitions for GS supply
units will be forwarded to the COSMOS field office gt Fort Lewis, This arrange-




7———

292

ment provides the means for maintaining the QRICC at a state of readiness
which will permit operational employment in support of contingency operations.
In 'the event of deployment of the QRICGC, the gupported troop units would
remain at Fort Lewis and submit their requests for supplies to the COSMOS
field office, thus, the QRICC can be disconnected without disrupting the supply
of troop units.

Mr. ErenBory. I wonder if I might ask a question at this point
about Red Ball. Who is operating that now ? Is this done through air
freight carriers, Air National Guard?

Mr. Mogris. Military Airlift Command at Travis Air Force Base
actually performs the physical lift on a daily basis. They have occa-
sionally used some National Guard people who came Onl for training
purposes, and there is some contract 1ift, yes.

Mr. Hovrrrerp. That Red Ball expression has an interesting back-
ground, doesn’t it?

Mr. Morris. Yes, sir.

Mr. Hourrrerp. They used it from the Normandy beaches up to
Paris in World War II.
Mr. Mogris. Yes, sir.

Mr. Ropack. It was presumably going toward the front while some
of the soldiers were coming back at one time or another.

Mr. Brooxs. That is where we deliberately took the name, Mr.
Chairman.

Mr. Hovrrrewp. 1t had priorities on the roads. When that convoy
of trucks came through, why, everybody got out of the way including
the VIP cars, 1 might add.

Mr. Moggis. You see every package has 2 red ball on it, and the
postmasters throughout the country 1 am told know immediately what
this is.

Mr. Lumax. Mr. Morris, toward the end of your statement you point
out that you are expecting new improvements in transportation, com-
munications and data processing and that the exploitation of these
will occur progressively in_accordance with the economic benefits
obtainable.

Are you planning 2 set of milestones for the Defense Department
to use these improvements as they become available to your systems?
Do you have any plans, for example, as to when you think you might
be able to cut down on overseas stockage, when you might be able to
implement more visibility * -

Mr. Morgis. We are waiting. right now for the completion of some
very important analytical work on air transportation. It is due I think
in about a month; it has been going on for a year or more, that should
give us solid economic guidelines for the use of air lift in lieu of
pipeline and increased overseas Or CONUS stockage. I would expect
before this year is out that we will be making further progress in this
area.

Mr. Lomax. Right at this point though, you don’t have any master
plan for integrating all these improvements into the overall supply
concept ?

Mr. Mogrgrs. No, sir; just definite plans to make same. .

Mr. Ropack. Do those particular studies make assumptions about
fast deployment logistic ships, things like that?

Mr. Moggts. No, sir; this is an airline of communications.

Mr. Ropack. Strictly on the airlines?

—  —— s
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Mr. Morris. At this time,

Mr. Roeack. This is air-sea cost effectiveness ?

Mr. Morgs, Yes, sir. There have been studies of the FDL, which of
course continue to be held in abeyance. -

Mr. Rosack. What bearing does the FDI, have on these areas of
concern ?

Mr. Morris. On our immediate plans, none. ‘

Mr. RoBack. Does this in any way affect your decisions as to whether
youare going to have forward supply areas or centers In certain places?
Does it make a difference, in other words, to the supply and logistics
organizational structure? Can you talk to that for a minute, because
this is a subject which the Congress has not yet resolved as far as its
OwWn convictions are concerned.

- Mr. Morgis, Right, sir.

Mr. Rosack. About whether we should have these fast deployment
logistics ships.

Mr. Ricey. Actually, Mr. Roback, the requirements for the (5 and
the requirements for the FDL were conceived of in conjunction, one
with the other, The mission of the fast deployment ship being to store
and carry to forward areas the heavy Army division equipment, so we
could get it there in g short period of time, The C-5’s then coming
along to haul the other types of cargo and bersonnel to that location,

Mr. Roeack. So conceptually these are joined ?

r. Morris. Yes,

r. RoBack. And in planning ?

r. Morris. Yes,

I Roeack. And while the Congress is supporting the C-5 to date,
there are those in the Congress who consider these as alternatives
rather than as complementary, ,

Mr. Rizey. And in fact they were not conceived that way. They were
conceived in conjunction, one with the other.

Mr. Hovrrrerp. In the absence of the FDL, you will be constrained
to go to the cargo-ships, T suppose, for that heavy machinery.

Mr. RiLey. We will have to; yes. ,

Mr. Brooks. We will be constrained also, Mr. Chairman, to prepo-
sition the stock on the ground overseas in many cases.

Mr. Ropack. The FDI, Was not to be in forward areas or foreign
ports. It was to be in home Ports;isthat right ?

I. Morrts. Yes. I think it might be aPropos to respond in part to
this question and the other gentleman’s question in that we are ] ways
attempting to be very alert to take advantage of an improved
capability.,

For example, one of the innovations in Vietnam has been these
container vans, the sea-land vans, which, can be really onloaded and
offloaded. That, among other factors has contributed to the Army in
Vietnam reducing order and shipping time by 30 days over the past
year or so.

Mr. Rorack. Although the original inspiration wags to reduce pil-
lage and theft, was it not ?

Mr. Morris. No. That was, of course, a byproduct, benefit of impor-
tance~preservaﬂtion, pilferage, and theft. But the improved turn-
around time capability that thig contributes is very significant to oup



294

stockage levels. The Army has reduced at least $50 million off its in-
ventory, because of the reduction In order and ship time.

Mr. HoriFIeLD. Are those containers brought back ? '

© Mpr. Morsrs. Yes, Sir. They are left out there for storage over the
road transport and then brought back with return loads.

Mr. Riey. It takes 5 to 6 days to unload a conventional ship In
Vietnam. It takes 24 hours to unload a container ship.

Mr. Horrrerp. That is quite a saving, isn’t it?

Mr. Mogris. Yes.

Mr. Luman. Mr. Morris, addressing again your forthcoming plans,
you state that high-speed communications are making changes n in-
ventory management concepts, and you refer to the Air Force world-
wide transaction reporting on certain items. You make the statement,
« A fter a full evaluation of Air Force experience we believe its features
will be incorporated into the systems of the other services.”

When is this evaluation due to finish? Do you have definite mile-
stones for the other services to meet in this regard ¢

Mr. Morrs. We issued on June 12 the instruction 1 have referred
to that lays out the requirement for oach service to develop its imple-
menting plans. Since the AFRAMS system only became operational
last November, I would expect we will be evaluating its products
_ through the rest of this calendar year concurrently with the planning

by the individual services for the adaptation of the very high and
high concepts of management that we refer to.

Mr. Luman. Then this Air Force influence probably would not be
felt until when—next year?

Mr. Mornris. Next year, T would think. .

Mr. Brooxs. If T may add to that, Mr. Luman, we are not waiting
for a full evaluation to vet, benefit from the Air Force experience. In
fact the Deputy Chief oé: Staft for Logistics of the Army and his prin-
cipal assistant for supply, General Klingenhagen, who appeared before
you, were out this week with the Air Force trying to get the results to
‘late and the indications of what they can use in the Air Force experi-

“ence. It is a continuing process. I think what Mr. Morris referred to
was a full evaluation and final decision.

Mr. Lumax. If T may pick up on the Army’s point here, Dr. Brooks,
you stated in answer to Mr. Roback’s question that the high value
items, some 1,800 of them, were both 2 test of a concept and 2 step
toward a goal. Now, do you have milestones set up saying to the Army
by a certain date you will have visibility on 20 percent of the value, 30
percent of the value, 44 percent ? ‘

Mr. Brooks. We have 44 percent under the test right now, Mr.
Tuman. Of course this is just going into effect, and we anticipate that
we will perfect this as we gO through the year. ‘

The next milestone I believe, I will correct this for the record if Tam
wrong, is March 1969, when the test phase will be completed. At that
time we expect to be able to move further in the program. AsTsay,our
ultimate objective is to get between 70 and 80 percent of the total pro-
curement value. We don't have a date for that final objective as yet.

Mr. Luman. Just looking at what you are doing now, it won't: be
until next March that your tests are completed. How much visibility
will you have by then?




295

Mr. Brooxs. These 1,800 items are 44 percent of the procurement
dollar in 1968. We anticipate they will be about the same in 1969.

Mr. Luman. So you won’t be Increasing in this substantially until
after March of 19697

Mr. Brooxks. That would be my anticipation, Mr. Luman.

Mr. Luman. And you don’t have any firm date as to when you plan
to hit your goal? ‘

Mr. Brooks. We will move out as rapidly as we can thereafter, Mr.
Luman. I think as the previous witnesses have testified, the only con-
straint is the ability of both the oversea depots to communicate and of
AMC inventory control points to accept the data.

Mr. Luman. Mr. Morris, on your overall DOD supervision of pro-
graming and computer systems, what is the first date that a computer
purchase will be affected by the workings of this group ?

Mr. Morris. Let me answer that two ways. Every computer acquisi-
tion is now governed by policy set at my level by my office : The ASD
(Comptroller) is now assuming responsibility for this. The new joint
planning staff is concerned not, with hardware so much as with design
planning, so T would think that, in a major sense, its impact is more
likely to come several years hence, in terms of any mass procurements
of computers for whole new systems designs.

Mr. Luman. In 1975, say.

Mr. Morsis. Yes, and perhaps a little earlier. There could, of course,
be interim impacts of the work of this planning almost from quarter to
quarter from now on as we get into business, I 1s hard to predict what
we are going to find, what the recommendations of the joint staff
will be.

Mr. Luman. You stated, your office did, in a submission to the
Appropriations Committee, that under the present DOD policy “We
have seen the * * * standardization of systems * * * at'the service
level (as evidenced by the systems reviewed by the General Acco unting
Office).”

Rea)(i[ing the GAO report, I don’t know whether they drew that
conclusion. They said that the one system they thought was compatible
with systems designed alongside was the Marine Corpssystem and that
the Navy 3M system hadn’t considered the UADPS system and so
forth.

Are you satisfied on the degree of standardization within the
services ?

Mr. Morris, I believe that T am satisfied each service has proceeded
in a very intelligent and thorough fashion to develop its intraservice
standardization programs at ICP and wholesale depot levels.

Mr. Luman. Well, for example I notice in the Army that even under
this newest plan the depot systems in the United States are being
- developed by the Army Materiel Command, whereas the depot pro-
grams overseas are under the Combat Developments Command.

Mr. Morris. Correct, but there is a, single overall overseer who testi-
fied before you, I believe it was General Miller, on all of these items.

Mr. Liuman. You would base the standardization not on the fact that
the same program was being developed for depots overseas as depots in
the States, but that the separately developed programs were under the
supervision of one office.
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Mr. Morrzs. Yes.

Mr. Luman. Dr. Brooks, do you plan to make any changes in this
development of programs for overseas levels, considering the fact that
you are looking at extension of AMC control through your test
program?

Mer. Brooxs. The AMC portion of inventories that is controlled over-
seas, Mr. Luman, will, of course, have to be consistent and is planned
now to be consistent with the AMC central control system, that is the
NAPALM overall system for 'AMC. Tt will be a problem that the cen-
tral agency to which Mr. Morris referred, the Logistics Data Systems
Office will have to address the compatibility of that system operating
in the same depot with the items which are controlled by the oversea
commander.

Mr. Lumax. What is a little disturbing in this instance is you have
o situation today where you look at the possibility of more centralized
management, and you say, “Well, we can’t bring this about even if we
want to, because of the difference in computer programs between over-
seas and the States as well as difficulties of communication.”

Might you not find yourself in the same position later if you were to
decide that AMC should extend control overseas and yet had programs
in those overseas depots which were not devised by AMC but by some-
one else ?

Mr. Brooxs. I don’t know if our problem, Mr. Luman, is the incom-

patibility of programs. As I say, tests began in May. So far as I know,
we are going to get the first report on it the first of August. To date we
have 1ot heard that there is the problem of incompatibility. It is a
problem really of data flow and capacity to transmit and accept the
data in very large volumes on these items between the oversea depot,
and the United States. There is not a problem so far as I know to this
time of compatibility of programs.

Mr. Luman. In the instruction for management of secondary items,
there is mention of going down to the wholesaler or depot level, 1
believe.

Mr. Brooxs. That is correct, yes.

Mz, Lumax. Now, in the definition of a depot or a wholesale level,
does that include an overseas depot.?

Mr. Brooks. Yes. In fact, on some items we are proceeding further
than that. We have a limited group of items of extremely high unit cost
and criticality, among which are aircraft engines, where we are Now
proceeding on an overall worldwide control system of all assets wher-
ever they are, that is including the oversea depot and below the oversea

depot at the direct support units and the combat units themselves. This
is & much more restricted list. At present, it has some 25 or 30 items on
it. We plan to extend that again to the major repairable components,
such as tank engines, transmissions and so forth. We want worldwide,
literally worldwide visibility on that kind of thing.

Mr. Liuman. Secretary Morris, you stated that there is no obstacle
today to the development of controls for worldwide visibility because
of command prerogatives.

Mr. Morris. Right, sir.

Mr. Luman. Among the GAO reports referred to in their testimony
was one that came out in 1967, where the replies were made by the
Army in 1966, on stocks in Europe, and the Army made the statement :
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The routine reporting of these assetg by the S. & M.A. USACOMZEUR to
CONUS NICP’s is not considered appropriate because these stocks. are under the

Does that statement still stand or are you modifying the require-
ments for reporting certain stocks by the S. & M.A.

Mr. Morris. I am not intimately familiar with this case and the
statement probably would stil] stand. The intent of the comments in
my statement is to say it is the conviction of all of us that command
prerogatives are no obstacle to our proceeding in the future with world-
wide visibility where it makes good sense. We think that the confidence
that commanders at all levels have gained as a, result of Vietnam has
dispelled this kind of a myth.

Our people are getting supplies. They don’t have to hoard supplies,
We find that nobody wants to hold on t¢ excess stocks. In fact, they are

a great burden. The 1,900 units that the teams went out and relieved

Mr. Luman. So you don’t see any objection, from the point of view of
the commander’s responsibility for assets in his theater, to requiring
this commander to report on these assets.

Mr. Morris. No, sir.

Mr. Brooxs. In fact, I would say, Mr. Luman, that is one of the
major vehicleg for establishing confidence, T would say this in terms
of command prerogatives. We have found no case where a commander
overseas or any of his supply people are knowingly trying to hoard
assets over and above a known requirement. The problem hag been the
known requirement, and the known assets.

We get information and make sure that the commander has that
information on what his assets are and what his requirements are;
there is no problem whatsoever that we have found in redistributing
assets that are over and above hig requirement. It is the problem of
vigibility.

Mr. Luman. I really wot the impression from some of the earlier
Army testimony that the belief that the commander should control his
resources was the reason for saying that he can have a certain amount of
permissive overstockage and he doesn’t have to report it to the ICP’s,

Mr. Brooks. There have been cases of permissive overstockage.,
However, this is not a case where the commander feels that he neces-
sarily has to have this. It is a question of economics, that it is more
economical to leave it there, at least temporarily until another require-
ment develops, rather than to move it right away to another theater
or back to the United States.

Mr. RoBack. Your position, then, Dr. Brooks, is that as far as
visibility and control are concerned, visibility is sufficient for pur-
poses of redistribution. Ag long as you know where the material is,
there isn’t any problem of moving it around ?

Mzr. Morrrs. That ig right, sir.

Mr. Brooks. No problen

Mr. RoBack. You don’t have to have specific commodity manager
control over the commander’s supply, so to speak.

Mr. Rirey. One of the purposes of having visibility of all of your
high-cost assets is that you won’t buy too much and put too much
}(l)veﬁ there in the first place. You will inow what he needs, and what

e hag,
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Mr. Ropack. There is also the problem of redistributing to other
areas of need, so that you have to persuade or direct the commander
to let go. Now, if you only persuade him, he may not let go; whereas,
if you command him, that means that the Army Materiel Command
may need or want to have jurisdiction. The issue of control over
overseas supplies involves the question of the commodity manager
malking the decision. The man 1n charge of the commodities makes
the decision as against the combat commander, so to speak.

Mr. Mogris. I think that the thing that impressed me is this: It
is the function of the commodity manager to obtain asset visibility
and make asset knowledge available to all appropriate levels of
management. Where there is a real problem of a Jocation of critical,
scarce assets, this must be handled at higher command levels; for
example, MACV has his materiel allocations board. The Joint Chiefs
of Staff have an allocations board today. It is exercised only on such
things as the M-16 rifle, where we can’t produce as many as we would
like to have. So someone must decide priorities, and that is the job
of the higher levels of military command, not of the commodity
manager.

Mr. Luman. Do you presently have enough communications capabil-
ity to run the supply system the way you think it should be run?

Mr. Rosack. Of course he is not running the supply system.

Mr. Morris. Well, sir, we have tremendously improved communica-
tions capability. We need more capacity in certain areas, and will
always perhaps want more than we have. For example, the Defense
Logistics Supply Center in Battle Creek is becoming deluged with
literally millions of interrogations per month. We are not able to
satisfy all possible customers. This we must improve. It is both a
matter of the long-lines circuit and the capability of the computers at
that site. So we have strains, and the more we make use of high-speed
communications, the more we generate a requirement. S0 it is a chicken-
and-egg kind of problem.

Mr. Lumax. Take the situation today. I understand if you have a
requisition from Vietnam, it goes to Okinawa to see if they can fill
it out of their present stock. 1t they can’t it is passed on back to the
States. This is an economic way to get rid of Okinawa’s surplus. But
it also causes a delay of perhaps 3 to b days. '

Now, theoretically, couldn’t you have a system whereby either the
14th ICC knew what was on Okinawa and therefore could direct
requisitions to the right place; or the people back in the United States
knew what was in Okinawa and could take all requisitions, referring
back to Okinawa those that they can fill? ‘

Mr. Morxis. In time I suspect we will have that. It is not so much
o matter of communications today, but again of capacity and full visi-
bility. The 14th ICC would not have a capability as yet of absorbing
this knowledge of Okinawa; I wouldn’t think.

Dr. Brooks!

M. Brooxks. Not at the present time ; no, sir.

Mbr. Moggis. But in time it mi ght well have.

Mr. Luman. How about the 1.S. depots, ICC's? Would they have
the capability of knowing what is on Okmawa ?

Mr. Morgis. As soon as Okinawa can give them full visibility. It is
receiving tens of thousands of tons a month from Vietnam now, which
it is having to identify, classify, and report.
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Mr. Danrin. Mr, Secretary, were you briefed on the operation of
“machine block” for high-priority items at the 14th ICC?

Mr. Morr1s, This occurred after we had left Long Binh. I believe it
was around the 2d of July that this message went out from General

iser.!

Mr. Danrin., Was there a discussion of the problem out there ag
to whether high-priority items were really a problem to the 14th ICC?

Mr. Morrrs, Yes; there was., We talked to General Scott, Dr. Brooks
and I, and he expressed his personal concern that there was perhaps

were priority designators 01 and 02, and he is personally working on
this. I understand they responded immediately to Genera] Heiser
suggestion as to the use of this block, and of course General Heiser
will be the new commander there shortly and T am sure he will imple-
ment - this,

Mr. Brooks. As General Heiser pointed out, Mr. Dahlin, that mes-
ﬁage has now gone out to all major commands, a similar computer

lock.

Mr. Dannix. Is there a kind of tension among the management Sys-
tems between commodity management and weapons systems logistic
management today ¢ Are you having to make any decisions about, just
how much overlap is going to be permitted in the future, and how it is
going to develop ¢

r. Morris. There are no issues before me. I might ask Mr., Riley if
he knows of any.

Mr. Rirey. None that T know of.

Mr. Danvin, Tt appears, for instance, the Army mentioned that they
had given away, from their point of view, some items to DSA. under
the process of item management coding, and they have all of 4 sudden
discovered they belong to weapons systems.

Mr. Rirey. I think there were some items Inadvertently transferred
to DSA and they are now in the process of transferring them back to
the Army, but that is no problem. :

r. Danrin. The primar concern of each of the three or four serv-
ice systems today is reparable items, According to the testimony, this
is what they are really concerned about. If that 1s 50, is there a need to
reexamine the role of the common support funetion as such? Should
there have been this conversion from one service to another, from one
ADP system to another in Vietnam—in having to flop over between
services when the situation changed—or would it be better to have a
common support agency designated, or let DSA g0 overseas or under-
take some provisions for the future in this matter ¢

Mr. Morrrs. T might respond to this issue of common supply sup-
port. The Army in the IL, 111, and IV Corps areas does provide sub-
sistence and petroleum to all services plus, today, some 3,500 common
items. The Navy in the I Corps has a similar mission and I think the
volume of common items they supply in that area is about 8,000,

The plans call for extending the 3,500 items in the IT, ITI, and TV
Corps to about 40,000 items over time, We are deliberately proceeding
slowly here, because we want the 14th ICC to be fully operational
and have complete records before we extend its effort. It has had

1A review of the record revealed that the message was dispatched to USARPAC on
June 24, requesting a reply by July 2, 1968,

97—475—68 20
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problems which are quite well known, and we don’t want to deny
them at all. It is coming out of those problems, but I suspect 1t 18 a
matter of 6 months before they should start expanding support on
additional common items.

Mr. DanLin. Was this kind of changeover between—in Vietnam you
have had changeover of service, you have had changeover of systems,
you have had change in the ADP. Do you think planning is going
to take care of these problems a little better in the future?

For instance, there is no triservice input into the Quick Reaction
Tnventory Control Center. Should you look at that problem

Mr. Mogris. We are learning all manner of lessons from this ex-
perience. Of course, one doesn’t go into a contingency like this expect-
ing, necessarily, to put on a peacetime highly efficient management
system. What we are learning is that we can be more efficient much
gaster, however, through the Quick Reaction Inventory Control

enter. :

T don’t think it needs to concern the other services, because the
Army, as it does in Thailand and Korea as well as Vietnam would still
be the principal housekeeper and supplier of such items in any future
contingency. We want to be sure that the Army system is perfected.

Mr. Danrix. The Air Force, for instance, had to put in some special
supply support units, as one U these little deviations in the system,
just to provide better support out in the field, even though it has this
concept which is supposed to work entirely out of CONUS depots.

Mr. Morgrs. True, but the ability to improvise and to innovate under
stress and unknown conditions, T think, is one of the great character-
istics that we have all seen happen in this Vietnam experience, and
we should preserve that.

Mr. Damran. The question is how are you going to preserve it? Do
you put the Air Force effort, for instance, in quick reaction, strictly
“within its own system or do you want the services coordinating from
the start?

Mr. Moggs. T don’t believe they have had problems of housekeeping
support from the Army, or petroleum or su istence support.

Mr. Rosack. You don’t know really how much these other services
will be involved in any given contingency situation?

Mr. Morris. That is right.

Mr. Rosack. You therefore can’t plan too well for common support
or interservicing. One might add that it has taken the U.S. military
3 or 4 years to learn how to fight the war in Vietnam and maybe your
quick reaction inventory control center is not going to be too efficient
until the services really know what they want in the way of war goods.
Certain goods they will obviously need. They will need consumables,
guns, and things like this, but there are many weapon developments
and requirements which don’t emerge too quickly, at least if the Viet-
nam experience is going to be instructive.

Mr. Morris. We must emphasize that we are learning much and I
think that is the greatness of the system, that it causes our commanders
to want tolearn. ‘

Mr. Ropack. There are some Members of Congress that wish the
learning period would be over and that some results would be achieved.

Mr. Morgis. Yes, sir.
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Mr. Danriy. In your statement you also take credit for releasing
96 million square feet of warehousing. But it appears from the DSA
testimony there is a critica] shortage of storage space. What is the
situation there ?

Mr. Morrs. The DSA has on the west coast a burgeoning require-
ment, due to Vietnam, for more storage, and we have all agreed and

ave presented a military construction project to give them an ex-
panded storage capability at that location,

The 96 million square feet was represented by a number of old depots,
mainly in the interior, that have been closed out and excessed all to-
gether in the last 7 or 8 years at very substantial savings in our oper-
ating budget. They would not have met, the DSA requirement today.

r. Luman. You mentioned the stovepipe systems ags being a neces-
sary adjunct to any supply system. I know the Army has one with
aviation materiel. Does the Army plan to expand the use of the stove.
Pipe system ?

r. Brooxs. We have no current plans to do so, Mr. Luman. It may
be that under certain circumstances of particularly high usage, for
example, of combat vehicles, it would be desirable to apply it in that
area. The reason of course for the aircraft stovepipe system was the
ggu'ticularly heavy intensive usage, high-flying hours, combat con-

Itions.

Our planned maintenance turnaround times were being met a lot
Sooner than we expected them to in aircraft. Therefore it appears desir-
able because the equipment was being so strained in use to set up the
stovepipe. We don’t have that problem at present with other systems.
11 it develops we will have to set.it up.

Mr. Lunan. So this is one of akind,

r. Brooxs. At present, yes, for aircraft, and missiles T should
mention also,

Mr. RoBack. Mr. Morris, can you give us the directives, of one or
more, which govern your—which you have issued with regard to
servicegmwnagement of computer systems? Do you have a directive
on this?

Mr. Morris. There is basic directive with respect to review, in
DOD, of the computer, that is, hardware acquisition. We will be glad
to supply that for the record.

(The information referred to follows:)

September 28, 1963
NUMBER 4105.55

ASD (1&L)
DEPARTMENT oF DEFENSE DiRECTIVE

Subject: Selection and acquisition of Automatic Datg Processing Equipment
(ADPRE).
References:
(@) DOD Directive 5100.40, “Responsibilities for the Administration of
Automatic Data Processing Equipment Program,” September 28, 1963.
(b) DOD Directive 4105.55, “Policy on Selection of Computers,” August 15,
1961 (hereby superseded).
(¢) Bureau of the Budget Circular No. A-54, “Policies on Selection and
Acquisition of Automatic Data Processing (ADP) Equipment,” Oec-
tober 14, 1961,
I. PURPOSE

This directive prescribes policies for the selection and acquisition of automatic
data-processing equipment ( ADPE) for uge within the Department of Defense,
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1. APPLICABILITY AND SCOPE

A. The provisions of this directive apply to all DOD components and cover the
selection and acquisition of the following standard commercially available
ADPE for any use (either for original installations, augmentation, or for
replacement installation), except for exclusions in «B” pelow, including that
acquired and operated by Government contractors solely to process Government
data at Government expense

1. Electronic digital computers, irrespective of use, size, capacity, or price.

2. All peripheral or auxiliary equipment used in support of electronic digital
computers, whether or not cable-connected and whether selected or acquired with
the computer or separately.

3. Punched card equipment, whether used in conjunction with or independent
of an electronic computer.

4. Data transmission or communications equipment that is selected and
acquired solely or primarily for use with a configuration of ADPE which includes
an electronic digital computer.

B. Items of ADPE which are (1) integral to a weapon system or (2) developed
for a particular use through the expenditure of research, development, test
and evaluation funds, and analog computers are excluded from the provisions
of this directive.

III. DEFINITIONS

A. HElectronic digital computer—A machine or group of machines (input,
storage, computing, control and output devices) which uses electronic circuitry
in the main computing element to perform arithmetic and logical operations
automatically by means of 'an internally or externally stored program of machine
instructions.

B. Data systems spcciﬁcations.-—Deseription of proposed automatic data
processing (ADP) data system, including data elements and codes, input and
output definitions, file and record content, flow diagrams of all functions per-
formed, system performance criteria, and such other facts necessary for full
description of the system.

1¥. GENERAL POLICIES

A. In the selection of ADPE, equal opportunity and consideration shall be
accorded to all manufacturers who offer equipment capable of meeting the
system specifications.

B. The selection of ADPE will not be made until data system gpecifications
have been developed independently of any particular manufacture’s equipment
configuration, specifying in criteria for selection, as appropriate, the factors
listed in paragraph V.A. 3 below.

C. Unreasonably short delivery or installation leadtimes which would serve
to eliminate consideration of manufacturers of competitive and less costly equip-
ment will not be established. Only clearly demonstrated operational necessity
may be considered as a reason for establishing restrictive schedules.

1. The method of acquiring ADPE (i.e., purchase, lease, or 1ease-with-option-
to-purchase) will be that which offers the greatest advantage to the Government
under the circumstances which pertain to each situation.

1. General Services Administration Federal supply schedules will be used
for acquisition of ADPE in all cases where such. schedules exist.

F. Programing, personnel training, or site preparation related to a specific
manufacturer’s equipment will not be performed in advance of final gelection
and approval. :

v, ADPE SELECTION AND ACQUISITION CRITERIA

A. Relection criteria.—All of the following criteria will be adbered to in
gelecting ADPE.

1. Specifications.—
(@) Data system gpecifications will be designed to insure full and free
competition among qualified equipment manufacturers.
(b) Identical data systems specifications will be furnished all qualified
vendors.
(¢) Data system specifications for punched card equipment or other
peripheral devices may be less com yrehensive than those required for the
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selection of a computer but should pe adequate ito identify the type, nature,
and scope of the data, DProcessing workload involved.

2. Manufacturer's proposals.—

(@) Solicitation.—Except as qualified by “b” and “¢” below, all interested
manuafacturers will he invited to submit proposals to show how their equip-
ment would meet the data system Specification. A letter inviting such pro-
bosals shall contain the following statement :

“The U.S. Government does not intend to award a contract solely on the
basis of any response made to the request for proposals or otherwise pay
for the information Solicited or obtained. The information obtained will
be utilized in determining the Suitability of equipment following which
brocurement will be initiated in accordance with GSA schedules or sub-
sequent contractual action, ag appropriate.”

A reasonable time interval shal] be allowed for development of manu-
facturer’s Proposals. This time interval shall be g minimum of 60 days for
medium or large computers. Only the most urgent operational requirement
will support a shorter response time,

() Punched card equipment.—

(1) In view of the considerably less intricate nature of punched card
equipment, technical judgment may be substituted for formal solicitation
of proposals, provided full and impartial consideration ig given to all competitive
equipment in this clags,

(2) The senior ADP policy official within each military department and defense
agency (whose designation hag been provided for under reference (a)) shall
determine the level and degree of control required for adequate selection
brocesses as they pertain to punched card typve equipment, Specific determinations,
as required, will be furnished by the ASD (I & L) in questions involving clagsi-
fication of equipment ag punched card or ADP,

(¢) Baxceptions. to written proposals.—.

(1) The senior ADP policy official of each military department, the National
Security Agency, Defenge Supply Agency, Defenge Atomic Support Agency,
Defense Communicationg Agency, and Defense Intelligence Agency may approve
certain exceptions to the requirement for formal solicitation of proposals if the
facts are clear and unmistakable that such action ig warranted and would
be in the best interests of the government. This authority is limiteq to the follow-
ing conditions H

(a) Addition or replacement of input and output deviceg which do not
involve modification of central brocessor circuitry.

(b) Alteration of installed centra] brocessors to obtain immediate im-
broved processing speed and equipment efficiency without reprogramming.

(¢) Acquisition of computers to be used exclusively for peripheral support
of a larger computer complex where program compatibility ig required.

(@) Acquisition of equipment for applications involving the national
interest where the systems specificationg would require disclosure of sensi-
tive cryptologic information, sensitive methods of processing, or would
otherwise compromise security. Technical Jjudgment in the selection of ADPR
may be substituted for the formal solicitation to preclude such disclosures.

(e) The movement or modification of ADPRE configurations, the need
for which hag been occasioned by the transfer of jurisdictional control of
the applicable activity between bureaus or major commands, may be au-
thorized at the diseretion of the senior ADP bolicy official, provided that
the category and use of the equipment will be in accordance with the
previously approved program for the bureau or major command.

(2) The senior ADP poliey officials identified in (¢) (1) above will determine
whether the basic intent of providing equal and fair opportunity to ali interested
vendors has been effected by the exception submitted for approval action. Docu-
mentation to Support each exception, from formal solicitation of proposals will be
maintained in a central location designated by the above senior ADP policy of-
ficials for reference purposes as required.

(3) Exceptions to competitive selection not provided for above will require ap-
broval of the Office of the Secretary of Defense prior to equipment acquisitions.
Requests for authority for such exceptions fully substantiated by Supporting data
will be submitteq to the Assistant Secretary of Defense (Installations and
Logistics).
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3. Selection Factors.—

(a) Two prime factors shall be considered in the selection of equipment.
(1) Its capability to fulfill the data system gpecifications, and
(2) Its overall costs, in terms of acquisition, preparation for use, and op-
eration. The term «gverall costs” shall be interpreted to jnclude such costs as
personnel, purchase price and rentals, maintenance of purchased equipment ;
site preparation and installation, programing, and training.

(b) Other factors to be considered in determining the advantages of a particu-
lar equipment in satistying DOD needs include :

(1) Existence of the equipment in production model, or at least in an op-
erational prototype:;

(2) Reliability of the equipment where available through operating ex-
perience at other installations (determination of unreliability should be fac-
tually supported).

(3) Performance of the equipment where simulated (bench mark) prob-
lems are used as an additional means of comparison and evaluation ;

4) Manufacturers’ services offered such as:

(¢) Programing aids and assistance, jncluding such items as Cobol
(common business oriented language) Or algebraic compilers, execu-
tive routines, etc.

(b) Maintenance service, and

(¢) Ability to meet required delivery schedules, both for hardware
and ‘“soft ware”.

(d) Cobol—Selection of electronic digital computers for business ap-
plications will be limited to those computers for which Cobol compilers
are available, unless it has been determined by the senior ADP policy
official that the intended use of a particular-eomputer would not benefit °
from the availability of a Cobol compiler. This limitation applies to all
computers with internally stored program capability which exceeds
$2,500 in listed monthly rental charges for the main frame.

B. Acquisition criteria.—

1. The method of acquiring ADPE will be determined after careful considera-
tion of the relative merits of all methods available (i. e, purchase, lease, or lease-
with option-to-purchase)‘ The method chosen will be that which offers the great-
est advantage to the government under the circumstances which pertain to each
gituation. In this connection, the following guidelines as specified in reference
(¢) will be taken into account :

(@) The purchase method is preferred when all of the following conditions
exist :

(1) The system study which preceded the selection of the equipment
has established a reasonable expectance that the ADPE under consider-
ation can be successfully and advantageously used.

(2) A comparative cost analysis of the alternative methods of acquisi-
tion indicates that a cost advantage can be obtained by the purchase
method in 6 years or less after the date of delivery. This analysis usu-
ally will include the following cost clements under each method : for the
lease method—rental costs, including maintenance; for the purchase
method—purchase costs, including purchase price, maintenance, and
other one-time costs applicable only to purchase; for the lease-with-op-
tion-to-purchase method—rental costs, and purchase costs Jess credits ap-
plicable upon purchase. In addition to the cost elements described above,
the residual value of equipment to the Federal Government will be con-
sidered as a factor in a comparative cost analysis. Trade-in allowance
quoted by manufacturers may be used as a representation of the residual
value.

(3) The capabilities of the ADPE will continue to be needed and will
pe sufficient to satisfy the system requirements, current and projected,
for a period beyond the point in time at which the purchase method be-
gins to provide a cost advantage. The possibility that future technologi-
cal advantages will render the selected equipment comparatively ob-
solete before the cost advantage point is reached should not rule out
purchase if the selected equipment is expected to be able to satisfy the
system requirements.

(b) The 1ease~with-0»ption—to-purchas;e method is indicated when it is neces-
sary or advantageous to proceed with the acquisition of the equipment that




305

meets system Specifications, but it is desirable to defer temporarily a decision
on purchase when circumstanceg do not fully satisfy the conditions which
would indicate purchase. Thig situation might arise when it is determined
that a short period of operational experience is desirable to prove the stabil-
ity of a system design on which there ig no Previous experience, or where
decisiong might substantially alter the system specifications.

(¢) The leage method, without option to purchase, is indicated only when
it is necessary or advantageous to Proceed with the acquisition of equip-
ment that meets Systems specifications and it has been established conclu-

not attainabile,

2. Negotiations or renegotiations of equipment delivery dates will be conducted
in a manner which insures that firm anq final commitments by the government to
accept delivery of ADPE on a Specific date will not be made until it has been
determined through a readiness review that the using installation will be pre-
pared to use the equipment productively as soon as it becomes operational.

VI. SELECTION INFORMATION FILE

A A complete file of al1 selections shall pe maintained in g central location
designated by the Senior ADP Policy Official within each DOD component for a
minimum period of 3 years following installation. In this file shall be included ;

1. A copy of the System specifications which have been brovided to qualified
equipment manufacturers,

2. A list of those manufacturers who have been invited to submit equipment
proposals.

3. A copy of each Proposal and/or response in answer to such invitations,

4. Documentation to reflect adequately the considerations taken into account
and the basis for the decisions with regard to equipment selections,

B. The senior ADpP policy official shal] use this information file to assure that

brocurement. This file will be made available
to OSD and other authorized personnel for review and audit as required,

VII. CANCELLATION

Reference (D) is hereby superseded and canceled.

VIII. EFFECTIVE DATE AND IMPLEMENTATION

This directive ig effective cimmedi‘ately. Three copies of all im,plememing docu-
ments shall be forwarded to the Assistant Secretary of Defense (installations
and logistics) within 9¢ days of the effective date of this directive,

RoswELL GILPATRIC,
Deputy Secretary of Defense.

Mr. Rosack. That is now in the Comptroller’s area,?

Mr. Morrts. Will be shifted to the Comptroller’s office; yes, sir, but
the basic directive stands.

Mr. Rosack. There is no directive about this problem of develop-
ment and compatibility in terms of management systems ?

You don’t have g general directive in that areq ?

Mr. Rirry. There is an instruction on that, We can give you a copy
of it, Mr. Roback.

(The information referred to follows :)
September 28, 1963
NUMBER 5100.40

ASD (I&L)
DEPARTMENT oF DEFENSE DiIrecTIVE

Subject; Responsibilitieg for the Administration of Automatic Data Processing
Equipment Program,
References :
(a) DOD Directive 5105.11, “Responsibility for Application of Automatic
Data Processing Systems to Business Procedures,” January 2, 1957
(hereby canceled)..
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(b) DOD Directive 5105.14, «policies Governing the Justification of Auto-
matic Data Processing Hquipment Application to Business Proce-
dures,” May 6, 1958 (hereby canceled).

(¢) ASD (Comptroller) memorandum, «Approval of ADPS Installations,”
December 14, 1960 (hereby canceled).

(d) DOD Directive 4105.55, “Selection and Acquisition of Automatic Data
Processing Equipment,” September 28, 1963.

1. BACKGROUND AND PURPOSE

A. The Department of Defense has pioneered the application of modern com-
puter techniques in business management information systems, scientific, and for
other military purposes. Although significant penefits and economies have resulted
from the use of these advanced methods and techniques, there ig a need for (1)
increased emphasis on improving and standardizing data systems, and for (2)
exploring more fully the potential of modern data processing equipment.

B. This directive assigns responsibility for administering an integrated DOD
automatic data processing equipment (ADPE) program correlated with the
ADPE selection and acquisition policies and criteria established in reference (d).

1I. OBJECTIVE

To provide for effectiveness of management and economy of operations
throughout the DOD by the establishment of optimized data processing services.
This will be achieved by :

A. The attainment of optimum uniformity, compatibility and responsiveness
of automated data systems between and among DOD components.

B. The elimination of unnecessary duplication and overlapping of effort in
automated data systems developmental activities.

C. The interchange of improved automatic data processing (ADP) techniques,
computer programs, and management procedures.

IIIL. APPLICABILITY AND SCOPE

A. The provisions of this directive apply to all DOD components in the acquisi-
tion and management of commercially available general-purpose ADPE.
B. Items of ADPE which are (1) integral to a weapon system or (2) developed
for a particular use through the expenditure of research, development, test, and
evaluation funds, and analogy computers are excluded from the provisions of this
directive.

1V. DEFINITION

As used in this directive, ADPE includes the following types of equipment, and
is limited to standard commercially available hardware :

A. Electronic digital computers, irrespective of use, size, capacity or price.

B. All peripheral or auxiliary equipment used in support of electronic digital
computers, whether or not cable—connected and whether selected or acquired with
the computer or separately.

C. Punched card equipment, whether used in conjunction with or independent
of an electronic computer.

D. Data transmission or communications equipment that is selected and
acquired solely or primarily for use with a configuration of ADPE which includes
an electronic digital computer.

V. RESPON SIBILITIES

A. The Assistant Secreary of Defense (Installations and Logistics) shall :

1. Serve as the Department of Defense focal point for policies, criteria, and
standards governing the selection, acquisition, use and management of ADPE for
all purposes within the scope of this directive; coordinating and collaborating
with other principal staff assistants to the Secretary of Defense concerned with
the application of ADPE in their assigned areas of responsibility.

2. Be responsive to guidance, active participation and management purview
of the Director of Defense Research and Engineering in the development of
policies and criteria for the application of ADPB in scientific and engineering,
communications, command and control, intelligence, and tactical field operations.

3. In carrying out the above responsibilities, the ASD(I & L) shall :
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(@) Foster the development of brograms for improving the compatibility
and responsiveness of equipment applications when management information
Systems are to be automated,

(b) Provide guidance and direction for the development and maintenance
of brograming languageg and other similar ajds essential to effective auto-
mated data systems.

(¢) Prescribe supplemental policies, criteria, and standards for selection,
acquisition (reference (d)), use and management for ADPE,

(@) Exercise approval authority for broposed acquisition of ADPE in
Support of such special applications ag may be designated from time to time.

(e) Maintain, current information on the development of management

< o D ;

tions within the DOD.

(9) Represent the DOD in liaison with industry and govermental agencies
on ADP matters, 8

(R) Approve all acquisitions of ADPR by OSD elements and DOD agencies
not identified in (, below, including the Jont Staff and separate DOD
agencies Teporting to the Joint Chiefs of Staff,

B. The Assistant Secretary of Defense (Comptroller) shall be respongible for
the development and maintenance of standard data elements and their related
machine-sensiple codes so as to promote compatibility among automated data Sys-
tems throughout the Department of Defense,

C. The Secretaries of the military departments and the directors, National
Security Agency, Defenge Supply Agency, Defenge Atomic Support Agency, De-
fense Communications1 Agency, and Defense T ntelligence Agency shall :

1. Designate a senior ADP policy official to serve as the focal point for ADP
policy and for administration of the ADP brogram within the military depart-
ment or agency. ’

2. Develop and control programs for the design, improvement, and standardiza-
tion of automateq data systems in consonance with approved guidelines.

'3. .Be respongible for the management and operation of the ADPR installations

5. Evaluate performance of automated data systems.

6. Have maintained at g central point, current files of all installed ADPE and
ADP systems applications,

7. Exercise approval authority for the selection of ADPE in accordance with
provisions of reference ( d).

8. Exercise approval ‘authority for the acquisitions of ADPE when such
acquisitions are the result of competitive brocesses or excepted from the require-
ments for written proposals, as provided in reference (d). This authority is inap-
blicable in those Special applications which may pe designated from time to time
.28 requiring Assistant Secretary of Defenge (Installations and Logistics)
approval.

9. Not delegate below the level of the senior ADP policy official the authorities
for approval of computer main frame selections and acquisitions, as provided

D. Heads of all agencies and OSD elements not identified in C. above are
responsible for the performance of al] functions brescribed in paragraphs C
1 through 7 within their staff Jurisdiction, Acquisition of ADPE by these agencies
~and offices shall require the approval of the ASD(I, & L.) as provided in V.A.

3(h) above,

VI. CANCELLATIONS

References (a), (), and (c) are hereby canceled and superseded.
VIL EFFECTIVE DATE AND IMPLEMENTATION

This directive ig effective immediately, Three copies of all implementing docu-
ments shall be forwarded to the Assistant Secretary of Defense ( Installations
and Logistics) within 90 days of the effective date of this directive.

i Roswexrr, GILPATRIC,
Deputy Secretary of Defense.
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Mr. Roack. Mr. Chairman, 1 know you need to get away so we will
suspend NOW.

Mr. Hourrmerp. Thank you, Mr. Secretary and gentlemen for your
testimony this morning. We will adjourn at this time.

Mr. Morris. We thank you for these hearings, Mr. Chairman. They
are very helpful to all of us. ‘

hMr. Horrrierp. 1 hope they will be helpful. That is the purpose of
them.

Mr. Morgzs. They will.

Mr. Hourrierp. It is to reacquaint ourselves with the developments
and also to have called problems to our attention, and if there are any
suggestions that you have to make where this committee can be helpful
we will be glad to receive them. ‘

Mr. Mogris. Thank you.

(Whereupon, at 1155 a.m. the subcommittee adjourned.)




APPENDIX

Backerounnp MATERIAL ON THE Drrense SurrLy Acency May 1968

The Defense Supply Agency has been in operation since January 1962 and is
performing effectively all assigned missions and functions. As a major element of
the Defense logistics establishment, the Agency provides responsive and efficient
supply support and logistics services to its customers at less cost and thereby
has fully Justified its establishment.

Hisrory, MISSION, AND ORGANIZATION
PRE-DSA ORGANIZATION

Prior to the establishment of the Defense Supply Agency, the Secretaries of the
Military Departments were designated single managers of selected supply and
service activities for all components of the Department of Defense (Figure 4).

Prior to the time DSA Wwas organized, three commodity managers were assigned
to the Navy, of which one, industrial, was still in the process of assuming manage-
ment of assigned commodity classes, Five commodity managers and one service
manager were assigned to the Army. Two of these commodity managers, automo-
tive and construction, were still in the early phases of activation. Electronics
mmanagement is shown in dashed lines under the Secretary of the Air Force be-
cause this commodity had already been studied and recommended for integrated
management; and the present DSA electronics center, developed from the Air
Force central center for electronics materiel, was turned over to DSA at the time
of DSA’s establishment, The Armed Forces Supply Support Center (AFSSC)
administered the Defense-wide cataloging, standardization, and materiel utiliza-
tion programs and conducted integrated management studies.

ACTIVATIONS AND TRANSFERS TO AND FROM DSA

The establishment of DSA resulted in immediate transfer from the Services of
all existing Single Manager Operating Agencies (SMOAs) except the Military
Air and Military Sea Transport Services, shown in Figure (1) as single manager
agencies, which remaine in the Departments of the Air Force and N avy, respec-
tively. Additional SMOASs in process of activation or Dbrojected, and other major
functions susceptible of integrated management for all the Services, were trans-
ferred progressively.
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Fi16URE 1

SINGLE MANAGER SYSTEM

CHIEFS

TECH SVCS €6, AFLC k

SINGLE MANAGER AGENCIES

| FRA e

CHIEFS MATERIAL
BUREAUS'

INDUSTRIAL

CONSTRUCTION

MThe more important activations and transfers to and from DSA occurred on
the dates indicated below :
Jan. 1, 1962_ - Construction, Clothing and Textile, General Subsistence,
and Traffic Management Agencies from the Army.
Medical and Petroleum Agencies from the Navy.
Armed Forces Supply Support Center from OSD (redesig-
nated as Defense Togistics Services Center).
34 Surplus Sales Offices from all the Services.

Apr. 1,1962__————- Military Industrial Supply Agency from the Navy.

May 1, 1962 ———-- Clothing factories from the Army and Marine Corps.

July 1, 1962 ———-- Defense Blectronics Supply Center (new activity with as-
sets from all Services including the Dayton Air Force
Depot).

Military Automotive Supply Agency from the Army.

Jan. 1, 1963 - ———- General Depots at Columbus, Ohio, Mechanicsburg, Pa.
and Tracy, Calif., from the Army.

Mar. 1, 1963 - ————- Defense Industrial Plant Equipment Center (new activity).

Nov. 1, 1963 —————- Defense Documentation Center from the Air Force.

Jan.1, 1964 ———- General Depots at Memphis, Tenn., and Ogden, Utah, from
the Army.

Defense Automotive Supply Center disestablished ; mili-
tary vehicle supply functions transferred to the Army
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and commercial-type vehicle items to the Defense Con-
struction Supply Center.,

Feb. 15, 1965_____ Defense Traffic Management Service transferred to the
Army,

September 1964 to Eleven Defenge Contract Administration Services Regions

December 1965, established as primary level field activities of DSA (per-

sonnel and offices transferred from all the Services).,

MISSION

The DSA mission consists basically of three major elements :

Providing wholesale Supply support to the Military Services and other Defense
activities with assigned supply commodities,

Ad*min’i*sterin»g logistics services and programs.

Providing field contract administration services to the Defense establishment
and the National Aeronautics and Space Administration.

DSA ORGANIZATION

Figure (2) depicts the changes in the Defense Supply and logistics service
organization, authorized by the end of 1962. The Departmenta] single managers
were taken over in Dlace, as field activities of the Defense Supply Agency, with
assigned bersonnel, funds, equipment, and facilities. Their operations continued
without interruption under a new and shortened chain of command. This was
also true of the oberational elements of the former Armed Forces Supply Sup-
port Center and the military surplus Property sales activities, which were as-
signed ‘to the Defense Logistics Services Center, a DSA fielq activity. Figure (3)
depicts the DSA organization today and reflects the assumption in January 1965
of contract administration functions previously performed by some 165 contract
management offices of the Military Services and DiSA.

Ficure 2

DoD LOGISTICAL SYSTEM - 1962

DEF SUP COUNCIL

SECRETARY OF DEFENSE

— S m—
DIRECTOR DSA SEC/NAVY

ELECTRONICS L0G Svcs
TRAFFIC }-L{IND PLANT EQPT
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During the first 3 months of the Defense Supply Agency’s existence, the
Headquarters staff consisted of g blanning group, most of whom were on loan
from the Military Departments and the Office of the Secretary of Defense. Selec-
tion and assembly of a bermanent staff began after the initial organization and
staffing plan wag approved in December 1962. The present Headquarters sbaff,
as depicted in Figure (4), assists the Director in the direction and control of
the Agency and is concerned with broad Planning and Mmanagement of the total
DSA mission ang the establishment of long- and short-range objectives and stand-
ards of performance, Its key personnel exemplify the joint military staffing
principle, with each of the Military Services represented at the Directorate or
immediately subordinate level, The Assistant Director, Plans, Programs and Sys-
tems is principal staff advisor and assistant to the Director for development and
application of policies, plans, brograms and systems affecting multiple DSA
functional activities. The Comptroller assists the Director as principal financial
management and manpower staff advisor, The Deputy Director for Contract Ad.
ministration Services acts for the Director, DISA, in exercising management and
operating control over CAS missions, operating programs and supporting field
activities; he ig assisted by Executive Directors for Contract Adminilstrart:ion,
Quality Assurance, and Production, and by Chiefs of Management Review, Man-
agement, Control, Plang and Man&a;gement, Industrial ‘Security, and Contracts
Compliance, The Executive Directors for ‘Supply ‘Operations, Procurement and
Production, anq Technical and Logistics Services are principal staff advisors
and assistants to the Director, D$A, in the development and application of poli-
cies, plans Programs and systems for their respective functional areas, The
Counsel, the Inspector General, the Special Assistant for Public Affairs, and

Sonnel and Civilian Personnel perform staff support functions of g major
Headquarters.

) FIGURE 4
% DEFENSE SUPPLY AGENCY
_ DIRECTOR .
Lt Gen Earl C Hedlund USAF» MPUW nmm"m
DEPUTY DIRECTOR [CONTRACT ADMIN SVCS)
Haj Gen W W Vaughan USA Maj Gen J A Goshom USA
1 ) 1 - 1 . - | [ 1
INSPECTOR  [| AssT omm.piNs ||| SPECIAL ASST " | OFFICE OF Mot [{ [ oFFice oF Mer
LOUNSEL GENERAL Pﬁﬂﬂ"mﬁs& COMPTROLLER- | | PUBLIC AFFAIRS CREVIEW-f1) contot
R K Lemke Col R I Ciraldo USA nums xv suumkusu- MH Bokei - EF Hant C1'C A Sanford USA | | 1Col € A Sanford USA
- T - T — | — [ 1
STAFF ORECTOR] [sare oiecron ] | [sTarr DIRECTOR | [ STAFF DIRECTOR [orrice. oF pLANg ([ :’:{n f{:gkm )
INSTALLATIONS &] ] " MILTARY [ civiian ) :
SeRvicgs . (| AOMINSTRATION - ool PERSONNEL | b Wnaseen {1 R
Cal J Crabtree USAF | [Cof § MacKenzie UsA Capt G Pollich USN "W G Ingerski, )| I EPomice - Col B umu.uu.sAF
OFFICE OF
CONTRACT. COMP |’
J Shennon g
. T - . I - X —] -
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The field establishment is comprised of 25 major activities, identified in Figure
(5) by name angd activity head. The military command positions are staffed
on the basis of balanced military representation and are rotated among the
Military Services, The geographical locations of the 25 major DSA field activi-
ties are depicted in Figure (6).
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FIGURE 5

MAJOR FIELD ACTIVITIES

Defense Construction Supply Center : Maj. Gen. Emimett M. Tally, Jr., USAF
Defense Electronics Supply ‘Center : Brig. Gen. Glen J. McClernon, USAF.
Defense Fuel Supply Center: R.Adm. Fowler W. Martin, SC, USN.
Defense General Supply Center : Brig. Gen. John D. Hines, USA.
Defense Industrial Supply Center:  R. Adm. Grover C. Heffner, SC, USN.
Defense Logistics Services Center: Capt. Ross A. Porter, SC, USN.
Defense Personnel Support Center : Brig. Gen.  William M. Mantz, USA.
Detense Documentation Center: Dr. Robert B. Stegmaier, Jr.
Defense Depot :

Mechanicsburg: Capt C. J. Stringer, SC, USN.

Memphis: Col. T. L. Martin, USA.

Ogden: (Col. Robert B. Ladd, USAF.

Tracy: ‘Capt. Robert C. Dexter, Jr., SC, USN.
Defense Industrial Plant EBquipment Center: Col. Fred H. Sitler, USAF.
DSA Administrative Support Center : \Col. Stuart A. McKenzie, USA.
Defense ‘Contract Administration Services Region :

Atlanta: <Col. Loren P. Murray, Jr., USAF.

Boston: Col. Frank A. Bogart, USA.

Chicago: Col. J. P. Gibbons, USAF.

Cleveland : Col. Norman . Dennis, USA.

Dallas ; Capt. Walter G. Normile, SC, USN.

Detroit: Col. Kenneth R. Johnson, USA.

Los Angeles: Brig. Gen. Arthur E. Exon, USATF.

New York: Brig. Gen. Walter M. Vann, USA.

Philadelphia: Col Gerald Johnson, Jr., USA.

San Francisco: Col. William K. Ashby, USAF.

St. Louis: Capt. Raymond 'S. Sullivan, SC, USN.
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DSA OBJECTIVES

When the Secretary of Defense established the Defense Supply Agency, he
established two primary objectives for the Agency :

First, to insure effective and timely support of the Military Services in the
event of mobilization, war or other national emergency, as well as in peacetime.

Second, to furnish this support at the lowest feasible cost.

The order in which these objectives are stated is not accidental; it reflects the
priority which governs all DSA programs. This priority and these objectives also
govern the criteria against which DSA’s achievements are measured.

DSA made rapid progress in the assumption of assigned functions, as indicated
in Figure (7). In January 1962, DSA. took .over wholesale management of 87,000
items with an inventory value of more than $1.58 billion. By December 1967,
the number of items centrally managed (excluding items designated for local
purchase) totaled 1.71 million, with a value of over $3.05 billion, and will ap-
proximate 1.72 million items by the end of FY 1968. At that time, the inventory .
value is expected to be about $2.84 billion, and the annual rate of procurement
will decrease to $5.1 billion.

F16URE T

INDICATORS OF DSA GROWTH

[Dollars in millions]

En End End End En End Dec. 31,  End fiscal
January fiscal year fiscal year- fiscal year fiscal year fiscal year 1967 year 1968
1962 1963 1964 1965 1966 1967 (plan)
Items centrally

managed....o----- 87,000 1,029,000 1,328,000 1,369, 000 1,335,000 1,538, 000 1,710,000 1,729,000
Inventory. o -oo-o-a $1,588.0 $2,412.0 $2,232.0 81, 977.0  $1,994.0 $2,896.0 $3,055 $2, 843
Net investment

change —$39.4 —$26L.7 —$161.2  —$50.6 +$1,322.5 4$333.5 _.oooooo- —$400
Procurement. $2,670.0 . $2,70L.0 $3,042.0 $5,740.0 $6,178.0 $2,604 5,103
Personnel...--- 25,970 31,141 34,128 1 53,554 2 59,604 8 58,649 457,139

PRSI

i Excludes 3,426 temporary civilian personnel.

2 Excludes 2,459 temporary civilian personnel.

3 Excludes 886 temporary civilian personnel. L -

« Current 0SD Allocation (June 30, 1968) full-time permanent civilian and military personnel.

During the period 1962-1965, the Defense Stock Fund effected a net invest-
ment reduction by issuing stocks in long supply without replacement. The long
supply had been generated by capitalizing stock of assigned items from all the
Military Services. In FY 1966 and FY 1967, the net investment trend was re-
versed as the Defense Stock Fund built up the stock position to support the in-
creased demand generated from Southeast Asia. The FY 1968 net investment
reduction reflects the improvement in production capability, the leveling off
of Southeast Asia demand, and the drawdown of additional stocks recently
assigned to the Defense Supply Agency for integrated management.

The increase of personnel, both Headquarters and field, has proceeded in
phase with the assumption of management tasks and the increased workload
as a result of Vietnam. A reconstruction of DSA personnel changes which have
taken place since 1962 as a result of functional additions and deletions are as
follows:

Fnd FY 62 to End FY 63: Net Change +4-16,470. The increase of personnel
in both Headquarters and field resulted primarily from manpower adjustment
(14,000) to meet requirements for functions transferred to DSA, and from
the consolidation of the Army and Marine Clothing factories and transfer to
DSA (2,485).

End FY 63 to End FY 64: Net Change +5,171. The increase resulted from
DSA assuming indirect support of DDC (530); OSD authorization of an
additional 4,572 personnel for the Depot Distribution Plan and 594 for the estab-
Jishment of the Defense Industrial Plant Equipment Center; and ‘additional
personnel needed for long term training and overseas support. Decreases approxi-
mating 1,800 personnel resulting from programmed reductions, and reductions
in ceilings for post engineering support and Center Engineer Maintenace support.

End FY 64 to End FY 65: Net Change -+2,987. An increase of 4,475 personnel
required by the activation of three Contract Administration Services Regions
was offset by productivity programmed reductions, decrease in distribution sys-
tems and cataloging. Merging of the Centers for Medical, Subsistence, and Cloth-
ing support resulted in savings of 521 personnel.
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End FY 65 to End FY 66 : Net Change 119,426, Additions included over 16,000
bersonnel transfers in connection with assumption of the Contract Administra-
tion Services functions, and approximately 9,000 additional spaces for Southeast
Asia requirements, Reductions amounted to approximately 6,000 for Defense
Cgrafﬁc Management Service transfer to Army and in the Depot Distribution

ystem.

End FY 66 to End FY 67: N et Change --6,050. There was an increase of 6,532
Spaces needed to meet the continuing demands in Southeast Asia placed on DSA
by the Military Services, Offsetting this increase were reductions for productivity
improvement and the consolidation of functions within DSA.

SuPPLY SUPPORT

INVENTORY CONTROL POINTS

DSA manages six supply centers (Figure 6) as follows:
Defense Construction Supply Center, Columbus, Ohio,
Defense Electronics Supply Center, Dayton, Ohio.
Defense Fuel Supply Center, Alexandria, Virginia.
Defense General Supply Center, Richmond, Virginia.
Defense Industrial Supply Center, Philadelphia, Pennsylvania,
Defense Personnel Support Center, Philadelphia, Pennsylvania.

The Fuel Supply Center brocures bulk and solid fuels but does not control in-
ventories. Management of DSA inventories is currently distributed among the
remaining five inventory control points, which compute replenishment require-
ments for assigned items, maintain inventory and transaction records, receive
and edit requisitions, procure materiel, and direct shipment or procurement
action, as appropriate. ‘Other functions performed are cataloging, standardiza-

tional and commodity assignments, as well as location of Centers at specified
military installations, have been influenced by the availability of space and
facilities and by considerations of improved customer service and reductions in
operating costs. During 1965, DSA consolidated the functions of the Medical
Supply Center, Brooklyn, the Subsistence Supply Center, Chicago, and the Cloth-
ing and Textile Supply Center, Philadelphia, into the Defense Personnel Support
‘Center at Philadelphia.

Early in 1966, the supply centers assumed the purchasing responsibilities for
decentralized and nonstandard items in DSA-managed classes of maiteriel re-
quired for support of Army and Air Force activities overseas; except for support
of Air Force activities in the Pacific area which was assumed in January 1967.

DISTRIBUTION SYSTEM

For assigned commodities, the Defense Supply Agency determines require-
ments for wholesale storage space; manages, controls and operates assigned
warehouses and depots ; and arranges for the use of storage space and related
services and facilities of the Department of Defense, other Government agencies
and commercial warehouses as required. The Defense Supply Agency also ar-
ranges transportation for initial distribution of stocks from supplier to point of
storage, from point of wholesale storage or the supplier direct to the customer,
and for redistribution as required between wholesale storage points.

On 1 January 1962, items assigned to DSA or to be assigned to DSA were
stored in 77 locations., On 1 January 1963, the DSA Distribution System was
implemented with 11 of the 77 becoming permanent DSA distribution activities
and 18 becoming Direct Supply Support Points for support of the Navy.

The objectives of the Distribution System were ;

The establishment of a storage pattern based on the concept of po-itioning
stocks close to the concentrations of military posts and ports of embarkation
in the United States.

Centralization of all requisitioning procedures and stock control functions in
the Defense Supply Centers, effective 1 J uly 1963.

The DSA Distribution System consists of 7 Principal Depots and 4 Specialized
Support Depots (Figure 8).
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Principal depots—These depots are responsible for the receipt, storage, stock
readiness, inventory, and issue of DSA items of supply, including General Mo-
bilization Reserve Stocks for the support of specific areas, ‘activities and/or
forces designated by Headquarters, Defense Supply Agency. These depots are:

Defense Construction Supply Center, Columbus, Ohio, o ’
Defense Depot Mechanicsburg, Pennsylvania, }
Defense Depot Tracy, California,

Defense Depot Ogden, Utah, I

Defense Depot Memphis, Tennessee.

Defense General Supply Center, Richmond, Virginia.

Atlanta Army Depot, Forest Park, Georgia.

Specialized Support Depots.—These depots have functions similar to those of
the Principal Depots, except that their missions are specialized as to type of mate-
riel or scope of support. The Specialized Support Depots are : ,

Defense Electronics Supply Center, Dayton, Ohio.

Defense Personnel Support Center, Philadelphia, Pennsylvania,
Naval Supply Center, Norfolk, Virginia. i
Naval Supply ‘Center, Oakland, California.

The two Navy operated Specialized Support Depots support the fleet, Navy
overseas activities and selected Navy activities within a 25 mile radius. In
addition, they support all Military Service requirements in emergency situations
(Priorities 1-8) when such support is not available elsewhere in the DSA
system. : :

Direot Supply Support Points—The DSA Distribution System also includes
10 Direct Supply Support Points (not included in Figure (8)) which have been
established in support of large volume users, such as Navy shipyards, repair
facilities, and recruit training centers. These Points are under Military Service
management. The supply mission for DSA commodities at these ‘Points is
restrictéd to the stocking of FSG 95 (Metals, Bars and Shapes) for the support
of- on-base’ industrial and maintenance requirements and clothing for recruit
training centers. '

Attrition Sites.—As of 31 March 1968, DSA materiel was stored at 17 tempo-
rary storage locations, or attrition sites. However, the number of attrition sites
at any given time will fluctuate because of continuous capitalization of items as
a result of item management coding and DSA assumption of new missions and
item assignments. Until supply missions become stabilized, and until the current
critical shortage of DSA-managed storage space is alleviated, a target date for
complete elimination of attrition sites cannot be projected. DSA policy for evacu-
ation of stocks from attrition sites is disposition-in-place of excesses; redistribu-

of replenishment from brocurement; attrition to satisfy customer demands ;

PROCUREMENT AND PRODUCTION

DSA’s procurement brogram objectives have been generally met as indicated
below : -

Small Business.—Awards to small business have been ag follows :

FY 1963: $943 million or 40.5% of total awards to U.S. firms.

FY 1964 : $1.01 billion or 439 of total awards to U.S. firms.

FY 1965 : $1.17 billion or 43.99% of total awards to U.S. firms,.

FY 1966 : $2.44 billion or 46.39% of total awards to U.S. firms,

FY 1967: $2.59 billion or 45.89, of total awards to U.S. firms.

F'Y 1968 (9 months) : $1.52 billion or 43.19 of total awards to U.S. firms,.

It is expected that the OSD goal of 44.29, will be met by the end of the fiscal
year.

Labor Surplus Area Awards.—Awards ($10,000 and above) to labor surplus
areas have been as follows :

FY 1963: $415.1 million or 22.29% of total dollar awards in, U.8. & possessions.

FY 1964 : $447.9 million or 26.09% of total dollar awards in U.8. & possessions.

FY 1965: $459 million or 21.69% of total dollar awards in U.S. & possessions.

FY 1966: $709 million or 15.8% of total dollar awards in U.S. & possessions.

FY 1967 : $587 million or 12.39% of total dollar awards in US. & possessions,

FY 1968 (9 months) : $320 million or 10.6% of total dollar awards in U.S. &
possessions.

The established OSD goal for FY 1968 i 10.0%.
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Competitive Awards.—The revised definition for competition went into effect
in October 1967. Regulations formerly provided for reporting all small purchases
as competitive and other purchases were presumed competitive if more than one
source was solicited. Current ASPR instructions provide that all procurements
under $250 made under small purchase procedures are reported as noncompeti-
tive. Generally, other purchases are .considered competitive only where there is
more than one truly competitive response. Competitive procurement awards
have been as follows: FY 1963, 91.3% ; FY 1964, 91.5% ; FY 1963, 90.3% ; Y
1966 ; 92.1% ; FY 1967, 91.5%.

Formal Advertising.—The percentage of the value of all DSA procurements
made through formal advertising have been as follows: FY 1963, 41.3%
FY 1964, 37.8% ; FY 1965, 36.9% ; F'Y 1966, 28.4% ; FY 1967, 27.4%.

In the first nine months of Y 1968, the rate was 82.89%. This is 2.1% above
the established goal of 30.2%. The higher rate this year over last year is due
mainly to the elimination of rated orders in the clothing and textile area.

SUPPLY EFFECTIVENESS

In November 1962, DSA implemented a uniform system for the measurement
of supply effectiveness. This system employs standardized reporting by all Supply
Centers and uses two key indicators to measure effectiveness.

The first indicator, stock availability, measures the performance of Centers as
inventory managers by the percentage of requisitioned items supplied from
available stocks. The number of requisitions received and processed in FY 1967
rose slightly to 19.7 million, 2% over the number received during FY 1966. The
number of requisitions received through the third quarter of FY 1968 decreased
Sligl*!‘lﬁtzly gg714.28 million, 3% less than were received in the corresponding period
of 1967. .

Overall availability for the DSA system averaged 86.59% for FY 1967 against
87.8% in FY 1966, and 91.5% in FY 1965. The lower stock availability in FY
1966 and TY 1967 reflects the continued pressure of Vietnam demands ‘and the
jnability of industry to provide adequate replenishment stocks in sufficient time
to maintain shelf stocks. However, for the first nine months of FY 1968, avail-
ability averaged 90.59% compared to 85.39% for a like period in FY 1967. The
higher stock availability reflects a slight decrease in the pressure of Vietnam
demands and an improvement in industry’s ability to provide replenishment
stocks on schedule.

The second indicator of system effectiveness, on-time fill, measures supply
gystem effectiveness by the percentage of requisition lines processed for shipment
by the DSA Supply System within the time frames specified in the DoD Uniform
Materiel Movement Issue Priority System (UMMIPS). On-time fill for FY 1967
averaged 75.3% compared to 80.2% for FY 1966. This decrease in on-time fill
was due in part to the large number of backorders released for shipment of
materiel in FY 1967, most of which were late in meeting the established stand-
ards. Heavy depot workloads were also an influencing factor causing this late-
ness. For the first nine months of FY 1968, on-time fill averaged 79.2% compared
to 73.99, for a similar period in FY 1967. The higher figure reflects improvements
in industrial production on Defense orders. This is confirmed by a 20% reduction
in the number of pbackorders on hand as compared to backorders for the same
period in FY 1967.

TECHNICAL AND ILOGISTICS SERVICES AND PROGRAMS
STANDARDIZATION AND CATALOGING

The Defense Supply Agency now has standardization management responsibil-
ity for approximately 9.4 million items or 62% of the 3.9 million DoD items in the
Federal Supply System

DSA is continuing to give major attention to the reduction in the number of
jtems in assigned commedity classes. In FY 1966, as a result of identifi-
cation of duplicate or similar items and of standardization actions, decisions
were made and concurred in by the Military Departments to eliminate 116,274
jtems. These decisions were based on a review of 283,445 items. In ¥Y
1967, decisions were made to -eliminate 97,014 items based on a review of 289,734
jtems. . . ‘

‘A net increase of 82,160 items was recorded in the Federal Catalog during
calendar year 1967. In the first half of 1967, 202,465 items were added to the
Defense Catalog and 146,476 items deleted—a net increase of 55,989 items. This
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trend continued during the second half of the year. In the period J uly-December
1967, 175,815 items were added and 149,644 items deleted—an increase of 26,171
items. As of 31 December 1967, there were 3,989,863 items in the Federal Catalog,
as compared to 3,907,703 on 31 December 1966.

The net increase in catalog items can be attributed in part to the introduction
of repair parts for new major end items, and fewer deletions due to retention of
older equipments for possible use in Southeast Asia. Extended use of these older
equipments in the unfavorable terrain of Southeast Asia has created repair parts
demands not previously experienced,

TECHNICAL DATA

Technical and Logistics Services during the past several years, whether the data
were required for Standardization, Cataloging, Item Entry Control, Federal
Item Identification Guides (FIIG), Procurement or other logisties support opera-
tions. Technical data are acquired by DSA primarily from the Military Depart-
ments in support of material transferred by them to DSA for management., When
the Military Departments do not provide required technical data, DSA must
solicit industry for the acquisition of missing data.

In order to attain the optimum level of data support, DSA has attempted to
(a) revise joint DSA/Services technical data requirements regulation, (b) have
ASD (I&L) accept a DSA prepared DoD Instruction to govern improved data
support operations. DSA also requested assistance from ASD (I&L) in

data management, with emphasis on securing improved technical data availability
and adequacy as follows : ) :

Participation in the ASD(I&L) project to revise DoD Instruction 5010.12,
Management of Technical Data. The proposed revision clarifies and strengthens
data support to DSA by the Military Departments,

Revision of DSAR 4185.8, Technical Data Improvement Program, to provide
procedures for selectively improving data based on specific program needs accord-
ing to criteria for priority of effort. ixpanded reporting requirements to provide
DSA with improved statistics, by Military Service, relative to data adequacy and
availability in support of Provisioning Supply Support Requests ( SSR).

Requested Technical Data Liaison on the reactivated DoD Special Projects:
Group for Initial Provisioning to consider the improvement of provisioning:
support. )

Prepared executive level briefiings for presentation to the Military Services to
describe the DSA Technical Data Program and DSA problem areas wherein the
Military Departments can assist DSA.

Development of a provisioning data analysis plan with the objective of im-
proving technical data acquisition through provisioning. Plan will include pro-
visions for study and evaluation of specific technical data requirements in pro-
visioning appendices/exhibits, contract administration, schedules for provision-
ing, and DSA technical data manager participation in selected provisioning
conferences with the Military Services.

Bxpanded DSC technical operations’ efforts to acquire pricing information, and
to provide assistance to brocurement personnel in determining price
reasonableness.

Support the installation and use, under control of DSC Technical Data Man-
‘agers, of 16mm commercial microfilm reader-printers that display manufacturers’
cataloged items. .

Distribution by DLSC of the consolidated Master Cross Reference List
(MCRL) of part numbers to Federal Stock Numbers, The MCRL is provided via
16mm film cartridges and is expected to brove a substantial aid in identifying
items in the small purchase area. :

MATERIEL UTILIZATION

Efforts are continuing toward improvement and refinement of mechanized
brocedures for screening releasable assets of Military Service Inventory Control
Points (ICPs) against Military Service ICP requirements. A system which will
provide positive advice on transactions in the screening system ( PLUS) is being

developed. Target date for implementing thig system is 1 July 1968. Interservice
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and intraservice reutilization resulting from. this process, conducted centrally
at the Defense Logistics Services Center (DLSC), and from direct interrogations
between ICPs, total $434 million for FY 1967 ($348 million interservice
reutilization and $86 million intraservice reutilization). For the first half of
Fisal Year 1968, reutilization totalled $119 million ($87 million interservice and
$32 million intraservice). ‘ : :

Utilization of Military Service Declared Excess, which is screened primarily
through manual rather than mechanized procedures, amounted to $1.106 billion
in FY 1967 and $393 million in the first half of FY 1968. However,
progress has been made in the establishment of mechanized procedures to the
extent that the need for detailed description by reporting activities of items hav-
ing a ¥ederal Stock Number has, to a considerable extent been eliminated.
Mechanized processes now provide the means for the Defense Logistics Services
Center to develop descriptions of the property for utilization screening within
DoD, as well as for sereening by the General Services Administration. .

A program providing for special handling of excess and potential excess items
of comparatively high value (exceeding $10,000) continued to operate in Y
1967 and FY 1968, The. program centers. around the publication of
special utilization “Flyers” containing full data on an item, jncluding photo-
graphs, tailoring the description of these “Flyers’ to selected potential users,
and making a special effort toward utilization through telephone contact, as well:
as through research, to determine substitute an interchangeable uses for an item.
In FY 1967, $55.1 million in utilization was realized from this program and $41.3
million in the first half of FY 1968. g

Weapon Systems M ateriel Utilization Program

Administered by the Defense Supply Agency in coperation with the Military
Services, the Weapon Systems Materiel Utilization Program promotes Defense-
wide redistribution and utilization of military weapon systems assets and other
large aggregations of special high-cost materiel gemerating from phaseouts,
tactical withdrawals and program terminations. R

The major objective of this DoD program is the achievement of maximum
reutilization of materiel by the Military Services and other Federal Agencies
through : close working relationships and liaison petween DSA and all echelons
of the Military, Defense Agencies and other Tederal Agencies; the ' develop-
ment of early planning intelligence regarding military systems to be phased
out or otherwise discontinued ; and the development of new or alternate uses
and applications of the materiel. Total utilization during FY 1967 on the mis-
sile phase-out program amounted to $257.6 million.

Industrial Plant Bquipment (IPE)
" Ag a follow-on action to a 1961 GAO Review of the Management of Idle Pro-
duction Equipment within the Department of Defense, OSD approved a joint
study project, “which resulted in a 1962 Report on the Management of Capital
Plant Bquipment by DSA. 08D approval of this report early in 1963 resulted
in the establishment of the Defense Industrial Plant Equipment Center (DIPEC).
The Center receives reports on idle equipment which it may allocate to fill an
immediate need in lieu of ne procurement ;. it may direct the equipment to be
held in storage against an anticipated need; or it may direct disposal if the
_equipment does not warrant retention. In F'Y 1967 equipment with an acquisi-
_tion cost of $192.7 million was redistributed to meet Defense needs. During
the first half of F'Y 1968, this effort amounted to $63.6 million, with the largest
part going to Defense contractors in support of high urgency Southeast Asia
requirements. DIPEC also maintains a central inventory record of Service-
owned, high-value items of plant equipment and provides a variety of reports to
meet Service needs such as equipment by type, who made it and when it was made,
its present location by military or contractor activity, and other details necessary
to such functions as production planning. As of 31 December 1967, 424 849 units
of equipment with an acquisition cost of $4.23 billion were recorded in the central
inventory. ‘Substantial improvement has been made in IPE management since
DIPEC was established and progress is being made toward accomplishment of
the actions required by the 1966 GAO Survey on the Adequacy of Controls over
Government-owned Property in Possession of Contractors. !
Subsidiary Progroms ;
Subsidiary Materiel Utilization programs, operated in addition to the basic

mechanized and manual sereening programs, include :
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A final asset screening of surplus items immediately prior to these items being
-offered for final disposal by sale $8.7 million of utilization was realized from
this effort in FY 1967 and -$5.0 million" in first half of FY 1968.

The identification of interchangeable and substitutable items to permit use
of materiel for other than the purpoese originally intended. An additional quan-
tity of items worth $125.7 million were offered as a result of this procedure.

Retail Interservice Logistic ‘SBupport to promote greater exchange ‘of supplieg
and services at the local level through development of interservice support
agreements. Growth of the program ‘is reflected in the reported dollar value of
retail interservicing on a world-wide DoD basis which increased from $335
‘million in-FY. 1966 to ‘$451.7 million in FY 1967. In the ‘sae period, support.
agreements decreased to 2659. L . : i

MATERIEL, DISPOSAL

IDSA is responsible for the administration of the DoD Disposal Program
‘world-wide. This responsibility includes: the development of systems, techniques
and procedures for disposable Dersonal property in accordance with OSD policy
guidance, supervision of resource programs for DoD disposal activities, elimina-
tion -of. disposal holding activities when practical and economical, and
‘operation of Defense Surplus Sales Offices in CONUS. The Disposal Program
involves several sub-programs, i.e., utilization of DoD excess, donation, sales,
demilitarization, and scrap preparation. Under authority of the annual De-
Ppartment of Defense Appropriations Act, the costs incurred by all DoD elements.
engaged in the disposal of excess, surplus and foreign excess bersonal prop-
‘erty are reimbursed from the proceeds derived from the sale of surplus and
foreign excess personal property. The remainder ig transferred to the U.S.
"Treasury. , . S e ,

. The dollar value of property . processed for disposal during FY 1967 totaled
$5.311 billion, of which $1.965 billion was reutilized within DoD, tramsferred
to other Federal Agencies and MAP, or donated to authorized recipients. Value
-of property sold, scrapped, abandonded or destroyed during FY 1967 was $3.846
billion. Gross proceeds received from sales during FY 1967 were $101.4 million,
A return of 5.49% acquisition value was realized for property sold, other than
scrap. Disposal expenses for FY 1967 were $73.6 million. Expenses include costs
incurred in excess and surplus inventory accountability, utilization sereening of
DoD excess, handling of excess and surplus property at holding activities,
breparation of sales descriptions and displays, demilitarization, reclamation,
scrap preparation, lumber and timber. operations, . and support costs related
‘thereto. . 8 : A - s . :

Efforts toward improvement of the management and operation of the DoD
disposal program are continuing. Some of the major improvements completed
‘Or in process are as follows : )

(@) When DSA was established, the 34 Consolidated Surplus Sales Offices
(CSS80s) of the Military Departments and four Regional Sales Offices became
field elements of the Defense ‘Logistics: Services' Center (DLSC). The CSSOs
‘were redesignated as Defense Surplus ‘Sales Offices (DSSOs). On 29 January
1965, the four DLSC Regional Sales Offices were eliminated ; and the number
0f DSSO0s has been progressively reduced from the original 34 to 12. Annual
recurring savings from thege reduction actions are $2.7 million. :

(b) DBSA, in coordination ‘with the Military Services, has been engaged in
a4 program to eliminate holding activities of DoD wherever practical and
economical. On 1 January 1967, decisions were made to consolidate disposal
functions at 79 holding activities. Seventy-one consolidations have been com-
Dleted with a resultant savings of $3.3 million. Four planned consolidations
were cancelled due tto announced base closure. actions (three) and redeterming-
tion that consolidation was not practical (one). The remaining 4 consolidations
‘have been postponed indefinitely. ; '

(¢) A program to reduce costy. incident to printing and distribution of sales
catalogs. This has resulted in savings of $7.2 million through FY 1967.

(@) Programs have been developed for conservation or sale of special mate-.
rials, e.g., silver recovery, special processes for handling copper and copper-
base alloy scrap, centralization of certain commodity sales such as jeeps and
bearings, and segregation of high temperature alloy scrap.

(e¢) DSA has developed a proposed program system which will provide
mean‘ingfulyand uniform_ operational’ data for managing and controlling the
Disposal Program. The Dproposed system prescribes development and use of time
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‘standards, valid workload data, a uniform cost accounting structure and a
selective cost and performance'vr,eporting system.” A draft ‘instruction  which
. covers the system has been s bmitted to OSD{(Comp) for DoD staffing and
promulgation. :

DEFENSE DOCUMENTATION

In November 1963 DSA assumed, from the Air Force, operational control of the
Defense Documentation Center (DDC) which had replaced the Armed Services
Pechnical Information Agency. Policy guidance for DDC is exercised by the
Director of Technical Information, Office of the Director of Defense Research
and Engineering. DDC provides classified and unclassified management infor-
mation services, without charge, to Government organizations and contractors
engaged in Government research and development programs. 3

DDC maintains and operates the Research and Technology Work Unit Data
Bank and related banks of management information ; ‘acquires technical reports,
announces them, and furnishes copies to authorized users; makes technical
report searches for DDC users; maintains a centralized system for registration
and certification for access to DOD scientific and technical information ; main-
tains the DOD Thesaurus of Technical Terminology ; provides primary,distribu—»
tion of technical reports obtained from selected foreign countries and the NATO
Advisory Group for Aerospace Research and Development ; and provides referral
gervice to additional DOD sources of specialized scientific and technical
information. . :

The DDC mission includes development of new and improved concepts, proc-
esses, techniques, services, products, and integrated systems for management
information and technical documentation in support of the DOD Scientific and
Technical Information Program. i

As continuing additional requirements have been imposed for services to the
research and development and logistics communities, DDC has ‘developed from
an R&D document supply activity to a major repository and retrieval activity
for technical management information. ) .

WAREHOUSING GROSS PERFORMANCE MEASUREMENT SYSTEM

On 1 February 1965, DSA was assigned responsibility for managing the Ware-
housing Gross Performance Measurement System, in coordination with the Mili-
tary Departments and in accordance with instructions provided by the Assistant
Secretary of Defense (Installations and Logistics). The Department of Defense
Warehousing Gross Performance Measurement Office has been established within
DSA to develop, monitor, analyze and maintain the system. The objective of
the system is to provide a uniform method of evaluating the effectiveness of
warehouse operations and resource utilization in DOD storage. activities.

DOD/GSA SUPPLY RELATIONSHIPS—CIVIL AGENCY SUPPORT

Under terms of the DOD/GSA agreement reached at the end of 1964, a joint
DSA/Federal Supply Service Materiel Management Review Committee was
formed in 1965 to determine appropriate supply management assignments to DSA
and GSA of Federal Supply Class (FSC) groups, classes and items under DOD
integrated management. Agency heads have approved initial management as-
signments of 99 FSCs to DSA and 52 to the General Services Administration.
Transfer to GSA of items in these 52 “Primary TFederal Supply Service Classes”
was made in July 1967. An additional FSC has been assigned to GSA—transfer
scheduled prior to 1 July 1968.

The DOD/GSA agreement further provided for DSA to consider support of all
civil agencies for the commodities of fuel, electronics, clothing and textiles,
medical and subsistence supplies, provided conditions of economies and support
effectiveness are met. Support studies were completed and approved in February
1967. The principal recommiendations were as follows

Fuel—DSA assume mission support of fuel, with DFSC procurement support
for bulk fuels, phased over a ten-month period beginning six months from the
date of the mission assignment (a total phase-in period of sixteen months) ;
and concurrent DGSC gupport for packaged'p»roducts to begin six months from the:
mission assignment date. This action ‘was estimated to save the Government
$2.5 million annually. ) B ) :

Flectronics.—DSA assume mission support for electronics, subject to DESC
capability to jmplement and carry out civil” agency support without risk of
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impairmgnt; of military support. Tentative date to begin a twelve-month phase-in
of civil agency support is 1 J uly 1968. Full support of all civil agencies by DESC
is estimated to save $600,000 annually.

Clothing and Temtiles,—Mission Support not be assumed by DSA for clothing
and textiles at thig time and that €Xpansion of current DSA support for clothing
and textile items be limited to a case-by-case basis where military support is not
affected and significant cost savings will result, Review of the feasibility of DSA
mission support of all Federal civil agencies should be made from time to time ag
mutually agreed to by DSA and GSA.

Medical and Nonperishable wasistence.-—Expansion of DSA support of civil
agencies for medical and nonperishable Subsistence at thig time be limited to—

(@) Extension of the existing VA and DSA medical commodity Inter-
gtgency Supply Support Agreement to cover nonperishable subsistence common
items;

(d) Specific civil agency programs on g case-by-case basis and those
clearly justified by cost savings and assurance of no impairment of DSA
military support ; .

(¢) DPSQO undertake a review of medical and nonperishable subsistence
items for the purpose of identifying areas in which there exists potential
for increased commonality in civil agency and DSA items; and

(d) Subseguent to the DPSC review, and at g time mutually agreed to
by GSA and DSA, the feasibility of DSA support for all civil agencies for
medical and nonperishable subsistence again be reviewed,

Progress

staffed with GSA. Target dates for completion of the phase-in are J. anuary 1969
for packaged fuel items, and November 1969 for bulk fuel/coal items.

Electronics.—~Proceedi'ng as scheduled on electronic Support, the twelve-month
implementation will begin on 1 J uly 1968.

Medical and Subsistence.——DSA, in conjunction with the affected civil agencies,
are undertaking a technical review of these commodities for the purpose of
identifying areag in which there exists a potential for increased commonality
in DSA and civil agency items sufficient to warrant reconsideration of DSA

(@) With respect to the medijcal review, we are broceeding first with g select

group of medical supplies (FSC 6515, surgical instruments), working into the

affected civil agencies. ‘

(b) With respect to the nonperishable subsistence item commonality review,
no significant problemg are envisioned and recommendations should be completed
by the end of 1968,

‘Under separate interagency supply support agreements currently in effect, DSA
supports the Coast Guard and Nationa] Aeronautics and Space Administration
with a full range of DSA material ; Veterang Administration and Public Health
Service with selected medical items and perishable subsistence ; the Federal
Aviation Agency with electronic tubes and associated items, and with individual
combat meals; the Transportation and Communications Service of GSA with
electronic items; Atomic Energy Commission with perishable subsistance; U.S.
Agency for International Development ( AID) with medical supplies for support:
of its functions in Vietnam, Laos and Thailand, operating through the U.S. Army-
Medical Depot in Ryukyu ; Department of Commerce (Maritime Administration)
with selected classes of all DSA commodities ; the Office of Bconomic Opportunity
with clothing and textiles and subsistence items: the Department of Interior,
Bureau of Indian Affairs schools with perishable subsistence; and the Post-
Office Department for selected classes of electronics, general and industrial
supplies ; Department of Interior, Fish and Wildlife Service with amyl nitrite-
ampules : U.S. Department of Agriculture ( Forest Service) with selected classes

Interagency Committec on Food Items for Federal Hospitals—In 1967 sub--
gress was made in standardization reviews in perishable subsistence-

conducted jointly by Defense Supply Agency and Veterans Administration with
full participation of the Military Service mediecal food service elements. 687 items
were reviewed ; 462 items (67%) were found acceptable for both military and
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«civilian hospitals; of the remaining items, 27%: were retained: by agencies to
meet unique dietetic requirements and 6% were deleted as no longer required.
This action will provide an increase base. of common items and thereby in-
creases the Federal civil hospitals potential use of DSA support. To maintain this
effort and proceed similarly in the non-perishable subsistence area, an Inter-
.gency Committee on Food Ttems for Federal Hospitals has been established and a
.charter concluded to achieve the maximum standardization of ‘subsistence items
through exchange of information and application of professional and technical
“knowledge to the development of subsistence  supply standards and the manage-
ment of food. ' ) o :
CONTRACT ADMINISTRATION SERVICES

The Defense Contract Administration Services (DCAS) mission was assigned
to DSA after extensive study and represents one of the most significant efforts
of the Defense Department to improve logisties management. The consolidation
does not embrace, Or affect, the procurement function itself, put rather the ad-
ministration of contracts in the Military Departments and DSA. A prime o0b-
jective of the merger was to provide a “gingle face to industry.”

During 1962 and part of 1963, a study known as Project 60 was conducted
under the policy guidance of high level Department of Defense military and
civilian personnel. The study indicated the existence of considerable overlap
and duplication in contract administration gervices functions among the military
services under the Army Materiel Command, the Office of Naval Material, and the
Air Force Systems Command ; and further indicated the feasibility of consolidat-
ing the functions for centralized management. A pilot test region established at
Philadelphia, Pennsylvania, in April 1964, demonstrated the feasibility and po-
“tential advantages of consolidating contract administration services functions on
a nation-wide basis. On the basis of the success of the pilot test, the Secretary
5f Defense, on 4 June 1964, assigned responsibility for these functions to DSA.

A National Planning Group, composed of temporary duty personnel from the
1ilitary services and DSA, developed a National Implementation Plan (NIP)

wi*h was approved by the Secretary on 28 December 1964. The planning group
forred the nucleus of the headquarters element of the DCAS organization.
During the development of the NIP, a Memorandum of Understanding was de-
veloped with the National Aeronautics and Space Administration concerning
CAS performance on NASA contracts.

The NIP provided for gradual permanent staffing of the DCAS headquarters
.element and for a time-phased schedule for congolidating and merging the
«contract administration services components of the military services and DSA
into eleven Defense Contract Administration Services Regions (DCASRs), re-
gponsible for administering contracts under the centralized management concept.
The headquarters element was established on a permanent basis on 1 February
1965 . and is now staffed with the 355 military and civilian personnel authorized.
“The current organizational structure of the headquarters element of DCAS is

<hown in Figure (3). Provision was made for required augmentation of the DSA
common staff in areas where support services are furnished to DCAS. Conversion
-and organization of the DCAS field structure was completed on 1 December
1965, with the activation of the last two of the DCASRs at Los Angeles and San
Francisco. The geographical alignment of the Defense Contract Administration
Services Regions. is depicted in Figure (9), which also shows the districts and
.gervice offices within each region. The Directors of the regions are jdentified in
Figure (5). ,

Consolidation of contract administration services functions within DSA in-
volved the merging of 165 military service and DSA contract management offices
into approximately 100 offices. Despite the many problems agsociated with a con-
version effort of such magnitude, the transition was made with full consideration
of the functional transfer rights and interests of the approximately 20,000 em-
-ployees identified by the military services and DSA as performing contract
-administration services functions. During this period, contract administration
functions and operations were continued ‘without interruption or impairment
the government’s interest. :

DCAS is responsible for providing a wide variety of support services to the
purchasing offices of the military services, NASA, and other Federal agencies
.and certain foreign governments. These services include pre-award surveys,
review of contractor purchasing systems, quality assurance and inspection,
property administration, production surveillance and reporting, transportation,
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payments to contractors, industrial security and other functions required in con-
nection with industry performance on defense contracts. Responsibility for ini-
tial award of contracts and for all decisions with respect to the nature and
quantity of items and services to be purchased remains with the military service,
DSA and NASA buying offices; DCAS performs those contract administration
functions that can best be handled at or in close proximity to the contractor’s
plant. In addition to retaining responsibility for contract awards, the military
services are responsible for the administration of those categories of contracts
not included in the mission assignment to DCAS; for example, contracts involving
perishable subsistence items, basic research studies, military and civilian con-
struction, repair and overhaul of naval vessels. Military services are also re-
sponsible for administration of those contracts in specific plants agsigned by
DoD under the Plant Cognizance Program.

The Defense Industrial Security Program is unique in the field of contract
administration services in that its responsibility includes not only those facilities
in which DCAS has contract administration responsibility, but also all facilities
where the military departments have retained plant cognizance responsibility.
In addition to having responsibility for security administration of all DoD
classified contracts, the Defense Industrial Security Program provides the same
service for classified contracts awarded by eleven other departments and agencies
of the government; namely, the Departments of State, Commerce, Treasury,
Agriculture, Interior, Transportation and Health, Education and Welfare, the
National Aeronautics and Space Administration, General Services Administra-
tion, Small Business Administration and the National Science Foundation.

In the consolidation of the Defense Industrial Security Program, procedures
for processing personnel security clearances were centralized from approxi-
mately 110 cognizant gecurity offices into the Defense Industrial Security
Clearance Office (DISCO). Centralization of the personnel clearance function has
resulted in improved management efficiency and the ability to insure greater uni-
formity in clearance determinations. Moreover, the centralized operation lends
itself to future adaptation to automatic data processing.

Responsibility for administering the Contract Compliance Program for the

Department of Defense was transferred to the Defense Supply Agency, DCAS,
from the Office of the Secretary of Defense on 1 July 1967. Implemented under
Executive Order 11246 of 24 September 1965, the Contract Compliance Program
is a national one, intended to insure equal treatment to all Americans employed
or seeking employment with Government contractors. The program aims to
assure that Defense contractors apply equal job opportunity and equal treatment
in all phases of employment without regard to race, creed, color, or national
origin, and that contractors adopt affirmative action programs to achieve those
goals.
In consolidating CAS functions, it was anticipated that savings would accrue
from three factors: (1) the merging of offices, (2) the use of computers, and (3)
increased standardization and uniformity of operation. Realization of savings
was to be achieved by a time-phased reduction in personnel over a five-year
period. Utilizing preconsolidation workload and manpower as a base, the ob-
jective was a reduction of approximately 10% in personnel by FY 1968 to re-
flect a recurring reduction in personnel costs of $19 million by FY 1969.

Tn December 1965, the first month of full DCAS nation-wide operation, the
level of workload had already increased 209, above the level prevailing when
the savings estimates were made, when, for example, the number of primary
and secondary contracts being administered was 138,000. By the end of FY 1966,
the number was 195,000, an increase of 41.8%. A further increase to 272,000
occurred by 30 June 1967, and this number of contracts has remained constant
through 31 March 1968. During the same period, the number of invoices com-
pleted had changed from an annual rate of .825 million to 1.11 million, an in-
crease of 34.5%. By 30 June 1967, the annual rate reached 1.95 million. As of
31 March 1968, invoices completed numbered 1.53 million. Still another example
is the dollar value of material inspected and released for shipment which rose
from an annual rate of $18.729 billion in December 1965 to $19.352 billion on
30 June 1967, a 41% increase. The projected annual rate as of 30 June 1968 is
$21.78 billion.

To accomplish this increased workload, manpower was increased by 20%.
These increases are for the most part attributed to the impact of the SEA build-
up, added NASA. requirements, and the transfer to DCAS of the administration




329

of some contracts breviously assigned to the Military Departments under the
DoD Plant Cognizance Program, :

The workload increase compared with the workforce increase demonstrates a
reduction in cost per work unit performed. ‘Accordingly, the original estimate
of anticipated savings appears to have. been .exceeded. However, a more

MILITARY STANDARD DATA SYSTEMS

DSA administers g series of uniform standard logistics data systems used
throughout DoD. These systems are : .
MILSTRIP, Military Standard Requisitioning and Issue Procedures, imple-

MILSTRAP, Militry tSandard Transaction Reporting ana Accounting Pro-
cedures, implemented 1.J uly 1966, is a DoD information System which standard-

Storage depots, :
MILSTAMP, Military Standard Transportation and Movement Procedures,
implemented 1 October 1963, is the DoD worldwide information and control
system for all shipments moving in‘the Defense Transportation System and
is tied to other DoD logisties data systems including MILSTRIP and MILSTEP,

MILSCAP, Military Standard Contract Administration Procedures, ig being de-
veloped to permit a high degree of mechanized brocessing of Contract Ad-
ministration Services transactions such as shipment notices, notices of delay in
delivery, and notices of payments made against contract funds, MILSCAP ig
expected to be implemented in 1970.

CIVIL DEFENSE LOGISTIOS

DSA is responsible for logistics support of the National Civil Defense Program
‘under the policy control and /direetion of the Office of Civil Defense, Office of the
Secretary of the Army.

Logistics support provided the (ivil Defense Program includes: (a) the
‘operation of a nationwide distribution system to issue survival supplies for
:Stocking public fallout shelters, (b) the storage, maintenance and loan of OCD
emergency power, water supply and purification equipment to assist State and
local governments in an emergency and (¢) the receipt, storage and issue of
-OCD radiological instruments and equipment, '

During the past fiseal year, survival supplies for 5.8 million persons were issued
for stocking public fallout shelters. The total supplies issued since the program
began in FY 1962 are sufficient for more than 51 million persons in more than
- 89,000 shelter facilities, An evaluation of the condition of survival supplies in
shelters is being conducted by DSA, utilizing the Veterinary Services of the
Army and Air Force to inspect the supplies on a scientific sampling basis. Samples
of specific items of shelter supplies are also subjected to laboratory analysis. Dur-
ing the initial cycle of inspections, the condition and readiness of survival supplies
«at military installations, in Federal buildings, and in bublic fallout shelters
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nationwide were evaluated. A new cycle of ingpections is NOW under way with a

target date for completion of 1 August 1968. A

During FY 1967, approxi ately 113 miles of pipe, 130 pumps ‘and related

. items from the OCD inventory -of emergency ‘water supply eguipment were
qitilized by 23 States for use in assisting 78 communities. Disagers experien ;
during this fiscal year were mainly categorized as a continuation of persistent

. owater supply problems in Northeastern United States and the Mississippi River

" floods in the Spring of 1967. : . el

DSA ACHIEVEMENTS IN ‘REDUCING cOSTS OF OPERATIONS

The Defense Supply Agency: has continued support to the Military Services
without interruption or impairment, during major ,organ’-iza\i‘-tonal change. This
- has involved the extension of contral control over 2 group - of hterogeneous
agencies and the development of uniform policy, standards, and procedures with
a view toward providing the Military Services with better support at less
cost. L
The President’s Budget for FY 1963 was based on the expectation that
the functions transferred to DSA would ‘be performed at a cost of $27 .7 million
less than the pudgeted cost of performing the same functions within the Military
Departments. The Congress assessed an additional reduction of $2.7 million, mak-
ing a total pudget cut of $30.4 million, related principally to a reduction of 3,329
civilian personnel spaces. Consolidation of the Army and Marine clothing fac-
tories produced an additional saving of $0.9 million, resulting from a reduction
of 146 personnel spaces, for a total FY 1963 operating expense saving of
$31.3 million. During FY 1964, this: $31.3 million - was augmented by addi-

tional savings, realized from reorganization of the distribution system, jmproved
use of automatic data processing equipment, consolidation of the Defense Auto-
motive and Construction Supply Centers, and closing of certain Defense Surplus
gales Offices, for a total of $39.6 million. Consolidation of the Medical, Subsistence,
and Clothing and Textile Supply Centers into the Defense Personnel Support Cen-
ter resulted in a reduction of 483 civilian and 88 military spaces, with a net sav-
jng during FY 1966 of approximately $4.2 million exclusive of one-time costs.
By the end of FY 1966 ‘total savings from reduced cost of operations had
reached $58.3 million. In FY 1967, the consolidation of two subsistence Regional
Headquarters further reduced operating costs by $605,000 and 63 personnel spaces
so that the total savings from the above actions is continuing at about $59 million

annually.
SUMMARY

In the six years since its establishment, it has become apparent that DSA has
not, and will not, solve all military supply and logistics services problems. Some
of these are bound up in the complex relationships of military strategy and na-
tional economics and the rapid obsolescence of military materiel caused by the for-
ward sweep of technology. DSA has in this six year period, however, demonstrated
that it can support the Military Services effectively and efficiently in the major
military commitment in Vietnam. In 80 doing, the Agency has proven the gound-
ess of the concept of integrated management of common supplies and logistics

Defense and that it can be made to work in time of war, mobilization;

@)

n
gervices in
or peace.




